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The situation of young people in OECD countries today and their future pros-
pects is of vital concern to us all. The reasons for concern are obvious: many young
people face high unemployment or joblessness and serious difficulties in getting afirm
foothold in the labour market; many leave school without the requisite skills or comx
petences needed in today’s economy and society; many are also experiencing falling
relative (and sometimes real) wages and considerable uncertainty as to whether or not
they will be able to settle into good careers. At the same time, with ageing populations
in almost all OECD countries, our economies and societies need, more than ever
before, to harness the potential of our young people.

The stylised facts about youth labour market performance over the past two dec-
ades make for sombre reading:

®  The average employment rate of youth aged 15-24 years in the OECD area has
dropped from 53% in 1979 to 45% in 1998, only in part due to rising enrolment
rates in education. Worryingly, out-of-school young men have fared particularly
badly.

®  The average youth unemployment rate in the OECD area stood at 13% in 1998,
3 percentage points higher than in 1979, and is in double-digits in most
countries.

®*  Ahard-core of young people experience prolonged periods of unemploymentor
joblessness interspersed with spells of low-wage employment. This group exists
in most OECD countries and is characterised by multiple disadvantaggs,
they often come from poor families, unstable family backgrounds, live in com-
munities with high overall unemployment, tend to perform poorly in school and
often drop-out of school early.

° Inequalities within the youth population, both in terms of employment prospects
and earnings, have increased considerably in some countries, especially to the
detriment of those with low levels of educational attainment.

®*  About one-fifth of all unemployed youths live in households with no one else.in
employment and that fraction has increased over the past decade.

However, the picture is not completely bleak. On the positive side of the ledger:

° More young people are staying on longer in school and the proportion of drop-
outs has declined virtually everywhere in the OECD area. For example, the pro-
portion of 18-year-olds in school in 1997 was 67% compared with 50% in 1984.

1. This editorial is based partly on the lessons learned at the High-level Conference on “Preparing youth for the 21st century: the policy letsgons from
past two decades”, jointly organised by the OECD and the US Departments of Labor and Education, 23-24 February 1999, in Washington, D.C. and
on the accumulated work on labour market, education and training policies carried out in the Directorate for Education, Employment, Labour and
Social Affairs. A follow-up Ministerial-level policy conference is planned for 2000 in co-operation with the United Kingdom authorities.
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®*  The percentage of youths neither in school nor in a job has at least remained
relatively stable over the past two decades in the OECD area as a whole.

Targeted programmes, on their own, aretheanswer to giving young people a
better start in their careers. As long as overall unemployment remains high, it is unre-
alistic to expect significant improvement for young people as their employment and
unemployment rates are highly responsive to the overall state of the labour market.
Hence, there is a premium on designing and implementing policies which will lower
overall unemployment on a durable basis. This is one of the main aims of the OECD
Jobs Strategyhich embraces a wide range of macroeconomic and structural policies.
The latter include education, training, and targeted labour market programmes which
aim to improve young people’s prospects in general, and which help disadvantaged
youth overcome serious labour market obstacles. The rest of this editorial concentrates
on the lessons for the design and implementation of these policies.

° Preventing failure at schoolrhe minority of young people who fail to complete
upper secondary education nowadays — roughly 25% — find themselves partic-
ularly penalised in the labour market in terms of both employment and earnings.

° Ensuring that young people, including those who complete upper secondary, are
employable, both when they first enter the labour market and over tiore-
pleting upper secondary education is not always a sufficient condition for a sta-
ble entry into the labour market as many, perhaps up to 25%, as shown in results
from the International Adult Literacy Survey, leave without the occupational
qualifications or competences to compete in today’s labour market.

The evidence suggests that, in order to overcome these two challenges, it is vital
to interveneas early as possibla favour of at-risk youths including education and
care prior to the start of compulsory schooling, amgersisiwith these interventions
in order to give these young people the best chance to overcome their multiple dis-
advantages. However, early and sustained interventions must not only focus on the
young people in question, but also must involve their families, communities, teachers
and social workers. This is the only way to overcome the range of disadvantages they
face.

Onepolicy response¢o these challenges has been to attempt to make schooling
diverse, flexible and attractive enough to meet the interests and aspirations of the wid-
est possible range of young people. Various strategies have been adopted to this end:

® The development and re-appraisal of the vocational stredthin the initial
education system: a few examples are Australia, Canada, Spain and the United
States.

®* The broadening and strengthening of advanced general studies within the voca-
tional stream, thuurther blurring the boundaries between vocational and gen-
eral or “academic” educationas in Norway and Sweden.

®  The development oflouble-qualifying pathwaywhich provide, in principle,
qualifications for both work and tertiary education, offers the opportunity to
increase the attractiveness of the vocational stream. In response to such a devel-
opment, overall participation rates in vocational and technical education have
risen in Austria, the Netherlands and Norway.
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Anotherpolicy responseeeks to create better linkages between education and
employment. This trend, which is underway in many countries, is partly in responseto
the empirical evidence which shows that the so-called “dual” or traditional apprens
ticeship systems in Austria, Denmark, Germany and Switzerland have been much
more successful in integrating non-college-bound young people into stable employ-
ment and jobs, although these systems are also facing challenges and undergoing
reforms.

This renewed interest in work-based learning is very welcome, but it is unre-
alistic to expect many countries to be able to emulate the wide range of specific cons
ditions and institutions that have contributed to the success of the traditional
apprenticeship countries. These include: a statutory framework for the definition of
and the rights of apprentices; strong links with the educational system; a set of agreed-
upon standards of certification of skills which is externally assessed; joint adminis-
tration of the system by governments, educational authorities, employer organisations
and unions; and significant co-financing of the costs via public subsidies and appren-
tices being paid below the market rates for adult workers. Recognising this, countries
attempting to emulate the success of apprenticeship countries have taken many routes:

° In countries with a less developed vocational education sector, emphasisshas
been placed on the developmentoified qualification frameworksSuch a sys-
tem of national standards helps employers to both inform training providers and
prospective employees of their skill needs and evaluate the skill levels of appli-
cants. It also helps to provide the informational and incentive structures needed
to spur pupil achievement, encouraging higher educational aspirations and skill
outputs.

®  Theintroduction ofvork-based learningvithin schools. Many countries are try-
ing to revive or develop their apprenticeship system. Some countries — Australia]
Canada, the Netherlands, Norway, Sweden and the United States — have ibeen
attempting to reinforce the workplace component within secondary education.
But participation in programmes that combine work-based learning with school-
based education in Canada and the United States remains low.

®  Whatever the type of links between work skills and the content of education, the
involvement of employers or employer organisations in the design of occupas=
tional qualificationsis very important in tailoring curricula and programmes to
match current and emerging labour market needs. This is done either through
advisory committees that assist educational authorities or through tripartite deci-
sion-making bodies with strong employer and trade union engagement, as in the
apprenticeship countries.

The goals of these policies are both quantitativeto increase enrolment rates
at secondary and tertiary levels, and qualitativee fo provide young people with the
basic skills and competences relevant to the world of work. The available evidence
shows that countries that ensure broad pathways with multiple exit points and increase
the range of opportunities for young people to cross from one pathway to another have
managed to raise the attractiveness of vocational pathways, and thus to increase par
ticipation rates. This is a positive development, but more needs to be done to improve
the parity of esteem between vocational and “academic” streams. However, the big
unanswered question is: What, if any, will be the labour market impacts of these
reforms? It will take some time before this question can be answered, but in the mean-
time it is important that policy reforms are carefully monitored and the requisite data
for proper evaluations be gathered and analysed.

OECD
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Much optimism was expressed in the past that well-designed and targeted active

labour market programmes (ALMPs) could do much to help at-risk youths. Today, we
know how difficult it is to develop effective labour market policies for this group.
Evaluations of past policies have been fairly discouraging in the sense that few reme-
dial or employment-insertion programmes targeted at disadvantaged young people
appear to have resulted in significant gains in employment or earnings after they have
participated in the programmes.

But this disappointing record does not mean that we should give up on this front.

First, some programmes have worked. Second, we are now beginning to know more
about what does and what does not work, why and in what circumstances:

Close contact with the local labour markéiffective programmes work closely
with local employers, doing their utmost to target jobs with relatively high earn-
ings, strong employment growth, and opportunities for individual advancement.
Some job programmes do this by assessing the local job market carefully. Tying
training to employment in large, stable firms — albeit, in some cases, in relatively
low-level jobs — is another path. Programmes that fail to consider adequately the
quality of those jobs for which they provide training are more likely to place
youths in positions with few prospects for advancement, with inevitable nega-
tive effects on their motivation. Programmes that understand the hiring practices
of local employers, or to try actively to change these practices through, for exam-
ple, establishing strong employer support for the programme, are likely to be
particularly effective.

An appropriate mix and intensity of education and work-based learr#ng-
grammes must contain an appropriate mix of academic (or remedial, or basic)
education, occupational skills, and work-based learning, in the best cases inte-
grated with one another. These are complementary as they facilitate the devel-
opment of the full range of competences required in employment. Furthermore,
the intensity of both academic and vocational education must be appropriate to
the jobs being targeted. Short-term job training lasting 12 weeks on average has,
for example, usually been ineffective, and very short 3 to 4-week programmes
cannot possibly do better. Short and non-intensive programmes for disadvan-
taged youths will almost invariably produce disappointing results.

Pay close attention to what is being taught or learn€bod programmes pay
attention to the pedagogy of everything they teach, whether classroom-based or
work-based. Poorly-taught basic skills, or occupational education, do not really
help individuals master the competences they need for long-run independence.
Only well prepared and inspired teachers and trainers will be adequate to the
teaching challenges in such programmes, and the lack of attention to teacher
training in many programmes is an indication that the quality of instruction is
likely to be poor.

Provide opportunities for further education and trainirigffective programmes
attempt to provide their students with pathways or “ladders” of further education
opportunities, so they can continue their education and training when able.
When short training programmes are entirely independent of further education
possibilities, the possibilities of such ladders are destroyed.
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° Provide a range of supportive services tailored to individual ne&dfective
programmes also provide a variety of supportive services, tailored to the specific
needs of the disadvantaged. This precept has been incorporated in many=pro+
grammes providing services such as child-care, counselling, and placement
services, and caseworkers also act to provide (or find) a variety of services. Of
course, there are limits to the range of services a programme can provide. How-
ever, a programme that fails to consider the need for supportive services may
have low completion rates and be a failure for that reason alone.

° Evaluate programmes rigorously and use the information to improve quality.
Effective programmes collect appropriate information about their results and use
these to improve their quality. This precept has been embedded in job training
programmes in a few countries, with performance measures required as a way to
monitor and enhance effectiveness. While accountability requirements are
expanding, they are still often viewed as requirements to be circumvented, rather
than mechanisms that might enhance performance. Indeed, rigorous evaluations
remain far too few and have not spread to enough countries yet, especially in
Europe.

These are formidable “guidelines” for programmes aimed at helping at-risk
young people to meet. In addition, itis likely that they are not the only factors that need
to be considered. But the key point is that they are a good starting point in any attempt
to design and implement effective programmes.

Itis, in this context, important to emphasise that countries are clearly not dis-
couraged by the past disappointing record of targeted labour market programmes for
disadvantaged young people. Some new large-scale initiatives have recently starteddin
a number of countries, usually spelling out the rights and obligations of youth, often
also targeted at other at-risk groups. Examples include the “New Deal” in the United
Kingdom, the social assistance scheme for youth in Denniélvkt Inschakeling
WerkzoekendérfWIW) in the Netherlands and the programrii¢ouveaux services-
emplois jeunesin France. It is too early to make any judgement on the effectiveness
of such programmes, but it will be crucial to carefully monitor and rigorously assess
them.

Policy imperatives do not, of course, change overnight. They will recauise
tained and coherentdevelopment involving education, training and labour market
authorities, among other actors, working together. To resolve the problems facing dis:
advantaged and low-paid youth necessitates broad and comprehensive reforms to
reduce the large, and in some cases widening, educational and labour market ine-
qualities they face.

3 May 1999
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Chapter 1

Special focus on the quality of part-time jobs

Part-time working has increased over recent years in most OECD countries, sometimes at a rapid rate, and ha
often made a major contribution to job growth. Along with these developments has come increased concern about the
quality of part-time jobs, particularly with respect to remuneration and career prospects. This section takes a new look a
this issue by focusing on the hourly earnings and incidence of training of part-time workers in comparison with full-time
workers. The analysis of these objective indicators is complemented by an assessment of the preferences expressed
employees for part-time working as against full-time working.

The results highlight the fact that, on average, part-timers tend to receive lower levels of earnings per hour worked,
as well as training, compared with their full-time counterparts. They are also less likely to be in stable jobs. To some
extent, but by no means completely, these disadvantages reflect the personal characteristics of those working in part-tim
jobs, including education levels, and the sectors and occupations in which part-time working tends to be found. Part-time
working is very heterogeneous, varying significantly across countries and across groups in any given country.

Nevertheless, part-time employment, by comparison with other forms of “non-standard” employment, such as tem-
porary employment and shift-working, tends to be viewed favourably by many employees, both among those who
already work part-time and, in many cases, among those who work full-time. Attitudes to part-time working tend to be
more favourable, on average, in those countries where it is more strongly developed. As with most international assess
ments of part-time working, variations in definitions and data limit the conclusions that can be drawn, but these general
patterns appear to hold in most of the OECD countries examined.
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Chapter 1

Special focus on the quality of part-time jobs

euro area, consumer spending remains fairly buoyant and
. ] should operate to support activity. However, substantial
~ While calm and confidence have returned to worldgjyergences in cyclical conditions across the euro area
financial markets, the performance of the global economyi| persist as the gaps between actual and potential out-
has been mixed. On the positive side, strong nonyi narrow sharply or close in most countries but remain
inflationary growth has continued in the United States;|arge in Germany and Italy. In Japan, on the technical
the crisis in Brazil has largely been confined to SOUthassumption that there is no supplementary budget later
America; and the contraction of activity in emerging Asiapig year, the contraction in output which occurred last

appears to have come to an end. On the other hand, tRgar should come to an end in 1999, but no sustained
European expansion has slowed somewhat; the Japa”er%‘?:overy is on the horizon.

economy only now appears to be bottoming out and clear
signs of recovery are not yet apparent; there is little pros- .Thg ouftlloct)_k acrgss the retstfof trll.e (l)E_tCDt.area
pect of strong growth in emerging markets in the neal> MIXed, refiecting a diverse set of cyclical situations.

future: and concerns have been expressed that globg’ many countries, prospects are favourable. Australia,
deflation could become a problem. Overall, the modes anada, Greece, Hungary, Iceland, Poland and Sweden

growth that both the OECD area and the world econom?re likely to continue to enjoy strong, if in some cases

have been experiencing since last year is continuingmderaﬂ:“Iy slowing, growth'. Activity in Korea ShOU|d,
(Table 1.1} ebound, and New Zealand'’s recovery from last year's

’ ) . recession should gather strength. The United Kingdom,
Section | provides an overview of these recent deverne Czech Republic, Norway and Turkey, on the other
lopments and prospects and their labour market implicapang, will enjoy little or no growth this year and Denmark

tions. Section Il contains a special focus on part-timeyjj| sjow to below its potential rate. Projected recoveries
work, which has been one of the major sources of jol, these countries in 2000 are fairly weak.

growth in recent years, in Japan and many European
countries. It discusses how the quality of part-time jobsg Employment and unemployment
compares with that of full-time jobs, in areas such as

hourly earnings and employer-provided training. Employment growth slowed in the OECD area
in 1998, with an annual increase of 1.0 per cent as

compared with an increase of 1.5 per cent in 1997
(weighted averages, Table 1.2). Ireland experienced the
highest employment growth rate, followed by Mexico,
Luxembourg and Spain. Although the rate of employment
increase in Mexico was well above average, it neverthe-
During 1999 and 2000 growth in the OECD area isless slowed substantially from the previous year. The rate
likely to remain sluggish at just over 2 per cent this yearof employment growth in the United States slowed some-
and next. This, however, masks significant shifts inwhat, while in OECD Europe on the whole it increased; in
regional patterns since last year. The strong momentum dfoth cases it was above average for the OECD as a whole.
the US economy should start to abate during 1999. In th&here was a substantial employment contraction in Korea

A. Economic outlook to the year 2000

1. This analysis is taken from OECEconomic Outlook No. §9une 1999.
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Table 1.1. Growth of real GDP in OECD countries® b

Annual percentage change

Sgalzrg[i)netgltaal Average 1997 1998 Projections

1991 1986-1996 1999 2000
Australia 17 3.4 3.6 5.1 3.2 34
Austria 0.8 25 25 3.3 2.2 2.6
Belgium 1.0 2.1 3.0 2.9 19 2.2
Canada 3.2 21 3.8 3.0 29 2.8
Czech Republic 0.6 . 1.0 2.7 -0.5 2.4
Denmark 0.6 1.8 3.1 29 1.6 2.0
Finland 0.5 15 5.5 4.7 3.3 3.6
France 6.2 2.0 2.3 3.2 2.3 2.6
Germany ¢ 8.1 2.6 2.2 2.8 1.7 2.3
Greece 0.6 1.6 3.2 35 3.0 35
Hungary 0.5 . 46 5.1 41 3.2
Iceland 0.0 18 5.4 5.0 51 4.8
Ireland 0.3 5.9 9.8 10.4 75 6.7
Italy 5.8 1.8 15 14 14 2.2
Japan 141 3.2 14 -2.8 -0.9 0.0
Korea 2.2 8.1 5.0 -5.8 4.5 4.3
Luxembourg 0.1 5.5 4.7 5.7 3.3 3.8
Mexico 3.0 2.1 6.8 4.8 3.2 3.7
Netherlands 15 2.6 3.6 3.8 2.2 24
New Zealand 0.3 1.8 3.0 -0.8 2.6 35
Norway 0.5 2.8 4.3 2.1 0.6 2.6
Poland 1.0 . 6.9 4.8 35 5.0
Portugal 0.6 3.3 3.7 3.9 31 3.2
Spain 3.0 2.8 35 3.8 3.3 3.3
Sweden 0.9 13 18 2.9 2.4 2.8
Switzerland 0.9 11 1.7 2.1 12 1.8
Turkey 1.6 4.4 75 2.8 14 3.9
United Kingdom 55 23 35 2.1 0.7 1.6
United States 35.2 25 3.9 39 3.6 2.0
OECD Europed 40.2 2.2 3.0 2.8 1.9 2.6
EU 35.2 2.3 2.7 2.8 1.9 2.4
Total OECDY 100.0 2.6 3.3 2.3 2.2 2.1

.. Data not available.

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

b) Aggregates are computed on the basis of 1991 GDP weights expressed in 1991 purchasing power parities.

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

d) Average for 1986-1996 excludes the Czech Republic, Hungary and Poland.

Source: OECD Economic Outlook, No. 65, May 1999.
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Table 1.2. Employment and labour force growth in OECD countries?
Annual percentage change

Employment Labour force

Level Projections Level Projections

1997 Lverage 1997 1998 d 1997 Lverage 1997 1998 d

(000s) 1999 2000 (000s) 1999 2000
Australia 8 451 1.8 0.8 1.9 19 1.6 9 251 1.9 0.9 1.3 13 15
Austria 3424 0.6 0.3 0.7 0.4 0.5 3 658 0.8 0.3 0.7 0.3 0.3
Belgium 3773 0.4 0.3 14 11 0.6 4 314 0.5 0.2 0.4 0.4 0.4
Canada 13 936 1.2 19 2.8 2.3 1.7 15 346 1.3 1.3 1.8 17 1.6
Czech Republic 4 890 . -0.6 -15 -1.1 -0.5 5131 . 0.3 0.4 0.2 0.3
Denmark 2 643 -0.2 2.1 2.2 0.6 0.2 2 863 -0.1 1.0 0.7 -0.1 0.2
Finland 2 170 -1.3 2.0 2.4 14 1.2 2 484 -0.3 -0.2 1.0 0.5 0.4
France 22 545 0.3 0.4 14 1.2 1.3 25 734 0.5 0.5 0.7 0.6 0.6
Germany? 33 962 0.2 -1.3 0.0 0.3 0.4 38 347 0.4 -0.1 -0.3 -0.3 -0.3
Greece 3854 0.7 -0.5 0.2 0.3 0.6 4 294 11 -0.6 0.0 0.5 0.5
Hungary 3 567 . 0.3 15 15 1.3 3916 . -1.0 0.4 0.8 1.0
Iceland 131 0.2 2.9 2.1 1.9 1.7 136 0.6 2.1 1.3 1.3 1.2
Ireland 1380 1.9 4.8 8.4 5.2 3.8 1539 1.2 3.0 5.4 3.7 3.3
Italy 20 087 -0.3 0.0 0.4 0.4 0.5 22 891 -0.1 0.2 0.3 0.3 0.3
Japan 65 584 1.0 1.1 -0.6 -1.0 -0.5 67 881 11 1.1 0.1 -0.2 -0.1
Korea 21 048 3.0 14 -5.3 0.7 2.0 21 604 2.8 2.0 -1.0 15 1.9
Luxembourg 227 2.9 3.2 4.4 25 2.7 177 11 1.4 1.7 1.0 1.0
Mexico 17 557 5.2 13.3 49 2.6 2.8 18 237 5.3 11.3 4.3 2.6 2.8
Netherlands 6 400 1.8 3.4 2.9 1.7 14 6 775 1.6 2.2 14 15 15
New Zealand 1736 1.1 0.4 -0.6 0.6 1.9 1 860 14 1.0 0.3 0.6 1.3
Norway 2192 0.2 2.9 2.4 -0.2 -0.1 2 285 0.5 2.0 15 0.1 0.4
Poland 15 163 . 1.3 1.2 0.3 12 17 100 . 0.1 0.3 0.7 0.9
Portugal 4 297 0.4 1.9 24 1.0 0.9 4 609 0.2 13 0.5 0.9 0.9
Spain 12 765 0.9 2.9 34 2.6 24 16 121 1.1 1.1 0.9 0.9 0.9
Sweden 3921 -0.8 -1.1 14 1.7 0.9 4 264 -0.2 -1.1 -0.2 0.7 0.6
Switzerland 3803 11 -0.3 1.2 0.7 0.9 3991 14 0.2 0.0 -0.2 0.6
Turkey 20 505 2.0 -1.9 2.8 0.7 1.6 21 899 1.8 -15 2.8 0.9 15
United Kingdom 26 885 0.7 1.6 14 -0.1 -0.2 28 866 0.3 0.4 0.7 0.4 0.4
United States 129 559 15 2.2 15 1.9 1.1 136 285 1.3 1.7 1.0 1.6 1.3
OECD Europe®¢ 198 581 0.5 0.3 1.4 0.7 0.8 221 391 0.6 0.2 0.7 0.5 0.6
EU 148 331 0.4 0.6 1.3 0.8 0.8 166 933 0.4 0.4 0.5 0.4 0.4
Total OECD¢ 456 451 1.2 1.5 1.0 0.9 0.9 491 855 1.2 1.2 0.8 0.9 0.9

Data not available.
a) See note a) to Table 1.1.
b) The average growth rate has been calculated by chaining on data for the whole of Germany to the corresponding data for western Germany prior to 1992.
c) Averages for 1986-1996 exclude the Czech Republic, Hungary and Poland.
Source: OECD Economic Outlook, No. 65, May 1999.
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while the Czech Republic, Japan and New Zealand expéelow average unemployment rates, accompanied by
rienced more modest declines. Overall, the OECD labouincreases in the rate of growth in compensation per
force grew at a slightly slower rate than employment.employee and unit labour costs. Ireland, as well, experi-
Ireland and Mexico experienced growth rates well aboveenced increases in compensation per employee and unit
the other OECD countries, while in Germany, Korea andabour costs, although its unemployment rate remained
Sweden, the labour force contracted. somewhat above the OECD average. In the United States,

The unemployment rate for the OECD area as £hange in the labour cost indicators remained relatively
whole declined by one-tenth of one percentage poin§table despite the relatively low and declining unemploy-

(Table 1.3). The unemployment rate declined or showedn€nt rate.

no change in all but four OECD countries in 1998, with OECD projections indicate a slight increase in the
Ireland experiencing the largest percentage point declingate of growth in compensation per employee in the busi-
On average, the unemployment rate in OECD Europeess sector for 1999 and 2000. The overall rate of change
declined by six-tenths of one percentage point, slightlyin unit labour costs is expected to decline slightly in 1999
more than the fall seen in the United States, where the rat®ellowed by an increase in 2000. The growth rates for
remains under half that of OECD Europe. The unemployboth of these labour cost indicators are expected to
ment rate rose by more than four percentage points idecrease substantially in Hungary and Poland, and to a
Korea, and by lesser amounts in the Czech Republidgsser extent in eight other countries. At the same time, in
Japan and New Zealand. In November, the seasonallyNorway and the United Kingdom an increase in unem-
adjusted standardised unemployment rate for Japan ropdoyment is expected to offset some of the tightening
above that of the United States for the first time. experienced in 1998.

Over the next two years, the OECD-wide unemploy-
ment rate is expected to remain broadly stable, with only a
slight decline in 1999. Within OECD Europe, the unem-
ployment rate is projected to decline by about 0.2 percent-
age points per year. Ireland and Spain are forecast to have
the largest overall percentage point declines. Even witlA,  Introduction
such improvements, unemployment will remain a serious ) , .
economic and social problem and some countries face " Most OECD countries, part-ime working has been
particular difficulties. For example, eight OECD countries!NCréasing over recent years, sometimes at a rapid rate. Its
are projected to have unemployment rates above 10 pL;,ontrlbutlon to job creation has been important f_or the
cent in the year 2000. Also, although the unemploymenfECD area as a whole, for many European countries, and
rates in the Czech Republic and Japan are below tnfor Japan. Concern is often expressed, however, about the

OECD average, they are expected to continue to increadi/@lity of part-time jobs compared with full-time jobs. As
for 1999 and 2000. yet, there has been no OECD-wide survey of two highly

relevant indicators of the quality of part-time jobs — their
earnings and training opportunities. This section aims to fill
that gap. Despite its possible disadvantages in these areas,

In the OECD area as a whole, the rate of growth inpart-time working appears to be valued by many workers,
compensation per employee in the business sector slowddr example, as a means for reconciling work and family
by about one percentage point in 1998 (Table 1.4)life. This section thus complements the objective indica-
Excluding high inflation countries (Greece, Hungary andtors on earnings and training by data illustrating the pref-
Poland), compensation per employee rose by abouwtrences expressed by employees for part-time as opposed
2.6 per cent during 1998. The rate of growth remainedo full-time working.

well below the 4.1 per cent annual growth during the Since the beginning of the 1970s, most OECD

period 1986-1996. The rate of growth in unit labour oSt ntries have seen a marked growth in the proportion of
was stable in 1998, despite a slowdown in the growth ofy5_time working in total employment. A particularly
productivity. Excluding high inflation countries, unit rapid rate of growth has been observed in France over
labour costs grew at a rate of 1.6 per cent, the same as jjg 1990s. The exceptions include the southern European
1997. countries, where the incidence of part-time working has
There were signs of tightening in the labour marketsemained low, and some of the Nordic countries, where
of Denmark, Iceland, the Netherlands, Norway, Swedeinthere are some indications of women moving from part-
and the United Kingdom. Those countries experiencedime into full-time working [European Commission

C. Compensation and unit labour costs
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Table 1.3. Unemployment in OECD countries?

Percentage of labour force Millions

Average Projections Average Projections

1986-1996 1997 1998 1999 2000 1986-1996 1997 1998 1999 2000
Australia 8.5 8.6 8.1 7.5 7.4 0.7 0.8 0.8 0.7 0.7
Austria 5.2 6.4 6.4 6.3 6.1 0.2 0.2 0.2 0.2 0.2
Belgium 11.0 125 11.7 111 10.9 0.5 0.5 0.5 0.5 0.5
Canada 9.5 9.2 8.3 7.8 7.7 14 14 1.3 12 1.2
Czech Republic . 47 6.5 7.7 8.5 . 0.2 0.3 0.4 0.4
Denmark 9.7 1.7 6.3 5.7 5.8 0.3 0.2 0.2 0.2 0.2
Finland 9.3 12.7 114 10.6 10.0 0.2 0.3 0.3 0.3 0.3
France 10.6 12.4 11.8 11.3 10.8 2.6 3.2 31 2.9 2.8
Germany 8.0 11.4 11.2 10.7 10.0 2.8 4.4 4.3 4.1 3.8
Greece 8.4 10.3 10.1 10.2 10.1 0.3 0.4 0.4 0.4 0.4
Hungary 8.9 8.0 7.3 7.0 . 0.3 0.3 0.3 0.3
Iceland 2.6 3.7 29 24 2.0 0.0 0.0 0.0 0.0 0.0
Ireland 14.8 10.3 7.7 6.4 5.9 0.2 0.2 0.1 0.1 0.1
Italy 10.3 12.3 12.2 12.1 11.9 24 2.8 2.8 2.8 2.8
Japan 2.6 34 4.1 4.9 5.3 17 2.3 2.8 3.3 3.6
Korea 2.6 2.6 6.8 7.6 7.5 0.5 0.6 15 16 17
Luxembourg 2.0 3.3 3.1 3.1 3.0 0.0 0.0 0.0 0.0 0.0
Mexico 3.8 3.7 3.2 3.2 3.2 0.5 0.7 0.6 0.6 0.6
Netherlands 6.9 5.5 4.2 3.9 4.1 0.4 0.4 0.3 0.3 0.3
New Zealand 7.2 6.6 7.5 74 6.8 0.1 0.1 0.1 0.1 0.1
Norway 45 4.1 3.2 35 4.0 0.1 0.1 0.1 0.1 0.1
Poland . 11.3 10.5 11.0 10.7 . 1.9 1.8 1.9 1.9
Portugal 6.0 6.8 5.0 5.0 5.0 0.3 0.3 0.2 0.2 0.2
Spain 19.7 20.8 18.8 17.4 16.2 3.0 34 31 2.9 2.7
Sweden 45 8.0 6.5 5.6 5.3 0.2 0.3 0.3 0.2 0.2
Switzerland 2.2 5.2 3.9 3.0 2.7 0.1 0.2 0.1 0.1 0.1
Turkey 7.8 6.4 6.3 6.5 6.4 1.6 14 14 15 15
United Kingdom 8.8 6.9 6.2 6.7 7.3 25 2.0 1.8 2.0 2.1
United States 6.2 4.9 45 4.2 4.4 7.8 6.7 6.2 5.9 6.3
OECD Europe? 9.5 10.3 9.7 9.5 9.3 17.7 22.9 21.7 21.3 20.9
EU 9.9 11.2 10.5 10.1 9.8 15.9 18.7 17.6 17.1 16.6
Total OECD? 7.0 7.2 7.1 7.0 7.0 30.4 35.5 35.0 349 35.1

Data not available.
a) See note a) to Table 1.1.
b) Averages for 1986-1996 exclude the Czech Republic, Hungary and Poland.
Source: OECD Economic Outlook, No. 65, May 1999.
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Table 1.4. Business sector labour costs in OECD countries& b
Percentage changes from previous period

Compensation per employee Unit labour costs

Average Projections Average Projections

1986- 1565 7 188 1999 2000 15861960 17 1% 1999 2000
Australia 4.8 3.7 3.2 35 3.6 3.0 0.6 -0.3 2.2 1.6
Austria 43 3.0 2.3 2.9 2.8 2.0 15 -0.5 1.0 0.5
Belgium 4.0 2.7 2.3 25 2.6 2.3 -0.3 0.8 1.6 0.7
Canada 3.9 6.1 1.8 2.7 2.9 2.8 41 1.6 2.1 19
Czech Republic " 10.6 9.2 8.8 8.9 . 8.7 10.5 8.0 5.7
Denmark 4.7 3.7 4.8 49 5.3 24 2.4 3.9 3.2 2.6
Finland 5.6 25 4.6 3.1 35 15 -0.6 2.7 0.6 0.6
France 3.7 2.3 2.0 2.1 2.3 15 0.1 0.0 0.8 0.7
Germany ¢ 2.9 1.8 1.3 2.6 24 1.6 -2.0 -14 1.0 0.3
Greece 14.4 10.9 59 5.0 4.8 13.2 6.5 2.1 2.0 15
Hungary . 20.4 17.9 9.6 9.8 . 15.4 14.0 6.9 7.7
Iceland 135 13 8.9 8.4 9.2 11.3 -11 5.7 4.8 5.7
Ireland 4.4 5.8 5.9 6.5 6.4 0.0 0.7 4.1 4.1 3.4
Italy 6.6 4.1 -0.1 2.4 25 4.1 2.3 -14 1.0 0.7
Japan 2.4 12 -0.3 -0.7 -0.9 0.0 0.9 2.2 -0.9 -15
Korea 13.3 75 -15 1.7 3.9 7.4 35 -1.1 -2.2 1.6
Netherlands 25 2.6 3.0 3.8 3.3 1.2 1.6 2.0 3.1 2.0
New Zealand 41 29 24 2.4 25 3.4 13 2.0 0.2 0.9
Norway 4.8 4.6 59 5.2 4.3 2.7 3.0 4.8 4.4 3.8
Poland . 20.6 14.9 8.6 8.1 . 14.2 11.0 51 4.2
Portugal 11.2 5.0 45 43 4.0 75 2.9 2.9 19 14
Spain 6.1 2.8 13 2.2 25 3.8 2.0 1.0 1.6 1.6
Sweden 6.6 3.1 5.2 3.7 3.7 4.2 0.3 3.6 2.6 14
Switzerland 3.6 2.7 0.9 1.8 1.8 2.9 0.6 0.0 15 0.9
United Kingdom 5.8 6.4 6.9 49 4.3 4.4 44 6.3 4.0 23
United States 3.7 3.9 3.9 41 4.2 29 2.2 2.1 21 3.6
OECD Europe? ¢ 4.9 4.2 3.2 3.3 3.2 3.0 1.7 1.5 2.0 14
EU® 4.9 3.4 2.6 3.0 2.9 3.0 11 0.9 17 11
Total OECD less high inflation countries® f 4.1 35 2.6 2.8 2.9 25 1.6 1.6 14 1.7
Total OECD? e 4.2 3.8 2.8 3.0 3.0 2.6 1.9 1.7 15 1.8

.. Data not available.
a) See note a) to Table 1.1.
b) Aggregates are computed on the basis of 1991 GDP weights expressed in 1991 purchasing power parities.
¢) The average growth rate has been calculated by chaining on data for the whole of Germany to the corresponding data for western Germany prior to 1992.
d) Averages for 1986-1996 exclude the Czech Republic, Hungary and Poland.
e) Countries shown.
f) High inflation countries are defined as countries which have had 10 per cent or more inflation in terms of GDP deflator on average during the 1990s on the basis of historical data. Consequently, Greece,
Hungary and Poland are excluded from the aggregate.
Source: OECD Economic Outlook, No. 65, May 1999.
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Recent Labour Market Developments and Prospeéts —

(1994); Smithet al. (1998)]. On the OECD definition (see

The main objective of this section is, thus, to answer

below), the highest figures can now be observed in thehe following questions:

Netherlands (just under 30 per cent of total employment)e
Australia, Switzerland and the United Kingdom (Statisti-
cal Annex Table E).

Between 1987 and 1997, the contribution of part-
time working to the growth of total employment in Europe ®
was equally as important as full-time employment. For
the EU 12 countries (the 12 countries of the former
European Community), the average annual growth rate of
total employment over this period was the same for the
two types of employment, at just over 0.4 per cent®
(Annex 1.A, Table 1.A.1¥.Part-time employment growth
was particularly important in a number of countries wheree
total employment growth was comparatively slow, such as
France and Germany, and often of less relative importance

How do the hourly earnings of part-time workers
compare with those of full-time workers, and how
does this vary according to the industry and occupa-
tion of workers?

How much training do part-time workers receive
compared with full-timers, and can this be explained
by factors such as the different ages and education
levels of part-time workers and the different levels
of experience that they have?

To what extent do part-time workers say they would
prefer to work full-time?

What is known about the patterns of transition out of
part-time jobs into other forms of employment?

The structure of this section is as follows. Sub-

where total employment growth was rapid (such asgion g presents the main findings. Sub-section C pro-

Ireland and the Netherlands). It was also responsible f_o\r/ides information on the earnings of part-time workers
the bulk of the average 1.1 per cent employment growth Melative to those of full-time workers. This draws on

Japan. However, in the United States, the share in Parthe recently-released information from the EUROSTAT

time employment fell slightly. Structure of Earnings Survey, as well as complementary

There are few theoretical reasons to expect the prdnformation for a number of other countries. It includes
ductivity per hour of a part-time worker to be lower than information on job tenure, known to be an important
the productivity of a full-time worker, other things being influence on the level of earnings, as well as data on
equal® However, in practice, things tend not to be equal. Itthe relative earnings of part- and full-time workers in a
is well-documented that part-time workers have lowerumber of occupations and industries. Sub-section D
levels of education, on average, than full-time workers Priefly describes the benefit experience of part-time and
and do different types of jobs, in terms of both occupatiorfull-time workers. Sub-section E, on training, refers to
and sector [EUROSTAT (1997)]. In addition, a number of@ number of factors which can account for part of the
factors may tend to reduce the level of training employer§bserved differences between the training received by
provided to part-time workers by comparison with full- Part- and full-time workers. Sub-section F contains data
time workers. For example, part-time workers take as lon@n Preferences. Sub-section G then presents the limited

to train as full-time workers, leaving a shorter time for the@mount Of information_ available on transfi'Fions out of part-
training to bear fruit for their employers. In addition, time working. Box 1 discusses the definitions of part-time
where part-time workers have relatively high job turnover,working for statistical purposes.

this is also likely to lead to lower incentives for employers
to provide job-related training.

Another important aspect of part-time working is
where part-time workers come from and where they g&®
when they leave it. These transitions are an important
part of the role played by part-time working in the differ-
ent national labour markets. For example, in some coun-
tries, part-time employment may be mainly a temporary
source of employment during periods of unemployment or
absence from the labour force, in others it may often be
used as the basis for an employment career.

2. When employment growth is expressed in terms of hours of work, as opposed to the numbers of people employed, the contribution of part-time
working to total employment growth for the EU 12 countries falls to between one-third and one-half of that of full-time employment, depending on

the country.

3. If atask requires set-up time, this will represent a proportionately greater handicap for the performance of a part-time worker. On the other hand,

Main findings
The main findings of this section are as follows:

For the countries for which data are available, the
median hourly earnings of part-time workers are
lower than those of full-time workers. Without tak-
ing account of the differences in the characteristics
of part- and full-time jobs, median hourly earnings
of part-time workers range between 90 and 55 per
cent of full-time earnings, depending on the country.
The figures are lower for men than for women. At

the performance of a full-time worker may tend to drop off towards the end of the working period, owing to fatigue.
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Box 1. Definitions of part-time working

Defining part-time working for statistical purposes is not straightforward. The standard ILO definition refers to work
which is significantly lower than the normal hours for the job concerned [Hussetag1990)]. This is the definition used for
administrative purposes in some countries. However, such definitions are inconvenient for use in household surveys. These tend
either to ask employees if they consider themselves part-time, or base the distinction between full- and part-time working on an
hours cut-off considered most suitable for the country concerned. For international purposes, it has been recently concluded that
there are advantages in applying the hours cut-off method to all countries, using a common cut-off [Van Besielid&97)].

The OECD has decided to define part-time working in terms of usual working hours under 30 per week. This definition
is used for the statistics on the incidence of part-time working presented in the Statistical Annex, in Annex 1.A and, as far as pos-
sible, in the statistics presented in the two sub-sections below (exceptions are noted in Annex 1.B). However, this does not apply
to the information on preferences for part-time working. The available statistics on preferences always leave it to the individuals
concerned to make their own assessment of their work status and their attitudes to it. In addition, statistics derived from
employer-based surveys, including some of the earnings data presented below, depend partly on the employers’ own classifica-
tion of part-time working.

Different forms of definition, and different choices for the cut-off, can produce considerable differences in the estimated
share of part-time working in total employment. However, the ranking of countries is not very sensitive to the choice of defini-
tion — countries with relatively high levels of part-time working according to one definition tend to have relatively high levels of
part-time working according to another [Van Bastelegeal. (1997)].

least for some categories of part-time workers, and
in some countries, benefits are lower than for full-
time workers, even on jpro rata basis.

In occupations which employ the highest proportion
of part-time workers, the gap between part-time and
full-time earnings is relatively small — no more than
around 10 per cent for women and 20 per cent for
men. However, these are generally occupations
where average pay is low for all workers.

The gap between the hourly pay of the lowest paid®
part-time workers and the lowest paid full-time
workers is smaller than the gap between average
workers — owing, perhaps, to the effect of minimum
wage legislation.

There is a limited amount of evidence that hourly
earnings of part-timers working under 20 hours a
week are lower than those of other part-time work-
ers. The numbers of such part-time workers have=:
been rising at the same rate as the numbers of part-
time workers as a whole.

timers, is around 70 per cent for men and 60 per cent
for women. Most of these differences remain after
controlling for the lower educational attainment and
lower job tenure of part-time workers, and the fact
that they tend to be found in smaller establishments,
different sectors and have a different age structure
from full-time workers. There is no evidence that
the gap between the training incidence of part- and
full-timers decreases with educational qualification.
In all countries, under one-half of part-time workers
indicate a preference for full-time working, or say
they are working part-time only because they cannot
find full-time work. The higher the proportion of
part-time working in total employment in a given
country, the lower is the proportion of part-timers
wishing to change to full-time.

Hourly earnings

Comparisons between the earnings of full- and part-

time workers need to be based on earnings per hour, rather

Part-time workers tend to have lower job tenure tharthan earnings per week or per month. This, unfortunately,
full-timers — in most countries, well over one-half of makes it somewhat harder to obtain accurate data, for rea-
them have job tenures of under 5 years, while thesons that are explained in Box 2. The sources used here
opposite is true for full-timers. They are also more are the employer-based 1995 EUROSTAT Structure of
likely to hold temporary jobs. Earnings Survey (SES) and household labour force survey
Part-time workers tend to receive less job-relatectata from Australia, Canada and the United StafEsey
training than full-timers. In European Union coun- are discussed in detail in Annex 1.B. The data available
tries for which data are available, the average incifrom the SES permit disaggregations by broad sector and
dence of training for part-timerselativeto full-  occupation.

In some cases, Australia, Canada and the United States are excluded from the following tables due to a lack of comparable data.
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Box 2. Part-time/full-time earnings comparisons: measurement issues

A number of caveats apply to comparisons of hourly earnings data for part- and full-time workers, including the following:

< Data on hourly earnings are likely to be of best quality when they refer to hourly-paid workers and when the data are
obtained directly from employer records. In other cases, it is generally necessary to combine data on earnings with data
on hours, which tend to be of lower quality. Employers may tend to think in terms of hours paid, rather than hours
actually worked, while employees may give only a rough estimate of their actual hours of work.

* When data are obtained from employers, the distinction between part-time and full-time working may depend on the
employers’ own classification, which may vary from country to country and industry to industry. In this connection, it
may be noted that the specification of the EUROSTAT Structure of Earnings Survey stipulates that “Part-time employ-
ees are considered to be those who, in accordance with a contract with the employer, do not perform a full days work
or do not complete a full week’s work (...). Part-time work rarely exceeds 35 hours, while the normal duration of full-
time work is at least about 30 hours”. However, even where followed, this allows room for different interpretations
by employers.

« When data are obtained from employers, the coverage may be restricted. For example, the SES excludes enterprises
with fewer than 10 employees, as well as certain sectors.

« When only aggregated data are available, as is generally the case in this section, it is only possible to compare part-
time and full-time hourly earnings for rather heterogeneous groups of workers.

For most of the countries for which data are availa-time employment. However, in the wholesale and retail
ble, the median hourly earnings for part-time workers ardrade sector, which in most countries employs the largest
indeed lower than those for full-time workers. Hourly share of part-timers, the gap is much smaller: women tend
earnings of part-time workers represent between arount earn more than 90 per cent of the hourly earnings of
55 and 90 per cent of those of full-timers, depending ortheir full-time counterparts, while men average just over
the country (Table 1.5). The shortfall is almost always80 per cent. There are a few cases where part-timers have
larger for men than for women. In a few southernaverage hourly earnings matching those of comparable
European countries, the median earnings of women partull-timers (e.g.men working in construction or women in
timers appear to be higher than those for full-timers. It isfinancial intermediation in some countries), but these tend
possible that this is partly a statistical artefact, in thatto be sectors with relatively small shares of the part-time
some employees with short hours, but without a definitevork force.
part-time contract, might not have been counted as work-

ipg part-time? Ip general, thg earning gap between fulll'- A disaggregation by broad occupational groups
time and part-time workers is smaller when the specificsp, s particular concentrations of part-timers in service
characteristics of the workers and jobs are taken intQq sales, clerical and low-skilled “elementary” occupa-
account tions (Annex 1.A, Table 1.A.3). Generally, in the occupa-
A disaggregation by broad sector indicates that parttions where female part-timers are concentrated, the gap
timers have lower hourly earnings than full-timers in mostbetween the median hourly earnings of female part-time
sectors and in most countries (Annex 1.A, Table 1.A.2).and full-time workers is less than ten per cent. The differ-
Overall, the relative hourly earnings of part-timers areences for men are generally larger than those for women.
lowest in “real estate, renting and business activities”]t is striking that, for many countries, the gaps between
with men earning less than two-thirds and women lesgart-time and full-time median hourly earnings within the
than three-quarters of their full-time counterparts. Thisvarious occupation groups are all smaller than the gap for
sector typically employs 15 per cent or more of total part-all employees taken together. This is explained by the

5. The basis for this statement, which remains to be investigated further, is that in response to household surveys asking employees to classify themn
selves as part-time or full-time workers, many employees in southern European countries working under 30 hours a week (and even under 20 hour
a week) fail to report themselves as part-time workers. A similar situation may exist with respect to the enterprise-based data presented in this
section (see Box 2).

6. For a detailed analysis using French data, see Friez (1999). Kaukewitsch and Rouault (1998) find that almost all of the difference between the
hourly earnings of part- and full-time workers in France, and 95 per cent of the difference in Germany can be explained by the different character-
istics of part- and full-time workers and of their jobs.
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Table 1.5. Median hourly earnings of part-time workers, by gender, 1995

Percentage of median hourly earnings of full-time workers

Men Women All
Australia@ . . 89.4
Belgium 74.7 86.8 78.4
Canada? 46.9 69.8 55.9
Denmark 74.2 76.4 74.2
Finland 76.5 90.2 82.6
Franceb 73.2 81.7 73.0
Germany 78.4 87.5 82.5
Greece¢ 79.6 108.8 86.6
Italy 83.1 103.0 87.4
Luxembourg 78.6 775 69.5
Netherlands 69.8 93.1 73.2
Portugal 80.8 113.0 90.0
Spain 66.4 84.0 67.8
Sweden 88.7 92.3 87.2
United Kingdom 54.2 69.6 58.0
United States? 44.0 62.5 54.3
Unweighted average 713 86.4 75.6
. Data not available.
a) 1997.
b) 1994.
¢) Industry only.
d) 1996.

Sources: Australia: ABS, Weekly Earnings of Employees, August 1997; Canada: Statistics Canada, Labour Force Survey, 1997; EUROSTAT, Structure of Earnings
Survey, 1995; United States: OECD Secretariat calculations using the 1996 US Bureau of Labor Statistics Current Population Survey annual earnings file
(outgoing rotation groups).

— Table 1.6. Median part-time hourly earnings, by hours usually worked and gender, 1997 —
Percentage of median full-time hourly earnings in each category@

Australia Canada United Kingdom ? United States ¢

All

1-20 hours 88.6 54.2 57.7 53.1

21-30 hours 90.6 67.7 69.2 59.0
Men

1-20 hours . 43.8 49.6 44.0

21-30 hours . 56.3 64.1 48.0
Women

1-20 hours . 62.1 66.1 60.0

21-30 hours . 81.5 78.1 70.0

Data not available.

a) Categories vary somewhat, as follows: Australia: 1-19 hours, 20-34 hours; Canada: 1-20 hours, 21-29 hours.

b) 1998.

c) 1996.

Sources: Australia: ABS, Weekly Earnings of Employees, August 1997; Canada: Statistics Canada, Labour Force Survey, 1997; United Kingdom: ONS, Labour
Force Survey, Spring 1998; United States: OECD Secretariat calculations using the 1996 US Bureau of Labor Statistics Current Population Survey annual
earnings file (outgoing rotation groups).
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concentration of part-time workers in relatively low paid medians. One factor behind this may be the effects of min-

occupational groups. imum wage laws and minima in collective agreements,

both likely to have a more noticeable effect on the lower
ourly earnings of part-time workers. In addition, some
ountries — particularly in Europe — have laws or legal
recedents against discrimination against part-time work-

both countries, part-timers in all educational categorie rs, which may help to mitigate downward pressure on
earn less than their full-time counterparts. However, th%hei,r hourly earning®

gap is smallest for part-timers with at least some college
or university education. At each level of educational One factor likely to be relevant to differences in

attainment, the gap for men is greater than the correspon@arnings is work experience. This is related both to tenure
ing gap for women. in the job and to the type of contract — temporary or per-
manent. As shown in Table 1.8, part-time workers are
more likely to have short tenures and less likely to have

o . . long tenures than is the case for full-time workers. In most
number of studies, including Dekket al (1999), Galtier countries, the bulk of part-time workers have tenures of

(1998), Hakim (1997) and OECD (1994) have noted thahnder five years, while full-time workers tend to have ten-

part-time working of very short hours has been tending tqg!res of over five years. In addition, a comparison of the

grow in a number of OECD countries and have expresse verlap between part-time and temporary working reveals

concern that average hourly earnings in S.UCh short—hourg, greater tendency for part-timers to work in temporary
jobs may be lower than for part-time working as a whole.,

) obs (Table 1.9). A greater share of men in part-time work
Data presc_anted n T_able 1.6 and Annex Table 1.A.4 Sho‘*‘nave temporary contracts than is the case for women: in
that part-time working of under 20 hours has generally; ur countries, over one-half of male part-timers are
increased in absolute numbers, over the period 198 mployed inter'nporaryjobs.
to 1997. However, it has not generally increased any
faster than part-time working as a whole. It represented ]
just under 45 per cent of total part-time working in D-  Benefits
both 1987 and 199¥Data presented in Table 1.6 indicate
that, at least for the four countries shown, part-timers
working 20 hours or less have lower earnings than thosﬁ
working over 20 hours, sometimes substantially so.

Labour force survey data from Canada and th
United States also permit a disaggregation of full- an
part-timers’ hourly earnings by educational attainment. |

Another highly relevant way of disaggregating part-
time workers is according to their hours of work. A

Comparisons of hourly earnings probably provide a
onservative assessment of the overall differences in
ourly compensation and labour costs between full-time

and part-time work. In the European Union, the legal pro-

A comparison of averages leaves aside the importartection for part-time workers proscribes discrimination by
issue of how the hourly earnings of the lowest paid partemployers against part-time workers in pay, certain bene-
time workers relate to the hourly earnings of the lowesfits, working conditions and redundancy policy [European
paid full-time workers. This is investigated here by look- Council Directive 97/81/EC (15 December 19999]n
ing at the “bottom decile” of the distributions, that is the addition, in many European countries, collective agree-
maximum earnings of those workers whose earnings amments are used to support the principle that part-time
in the bottom tenth of all workers. For part-time workers, workers are entitled to the same rights and benefits as full-
the bottom decile of their earnings distribution is lowertime workers (generally on pro-rata basis) [Cranfield
than that for full-time workers, sometimes markedly so(1997)]. However, in some countries, this does not apply
(Table 1.7). However, the table also shows that the gap it part-time workers who work below a certain threshold
generally smaller for the bottom decile than it is for thenumber of hours. For example, public health, old-age

7. EUROSTAT (1997), in a comparison of gross hourly earnings in France, Spain, Sweden and the United Kingdom, also found that in all four coun-
tries part-timers on average were less well paid than full-timers, and that this was connected with the fact that most part-timers are in low-paid
occupations. Grimshaw and Rubery (1997) find similar results in an analysis of highly disaggregated occupational hours and earnings data for

Australia, Canada, Germany, France, Norway, the United Kingdom and the United States.

8. The same tendency for part-time working of short hours to represent a roughly constant proportion of total part-time working can also be observed

for the 1980s [OECD (1991)].

9. In Europe, the relatively high representation of women among part-time workers is sometimes reflected in a certain amount of legal protection for
part-time workers; treatment that has an adverse impact on persons of a particular gender may be deemed to constitute indirect discrimination anc
therefore, be considered unlawful. As a consequence, court cases have established that it is unlawful for an employer to discriminate indirectly in

pay, unless there are objective reasons not related to gender [Neathey and Hurstfield (1995, p. 170); Thompsons (1997)].

10. This is sometimes bolstered by specific protection in national law. For example, in the Netherlands, the 1996 Law on the Equal Treatment of Part-
Time and Full-Time Employment requires equal treatment in terms of hourly earnings and social protection for part-time and full-time workers ful-

filling equal functions.
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Table 1.7. First decile and median part-time hourly earnings, 1995
Percentage of median full-time hourly earnings

First decile Median
Full-time Part-time Part-time

Belgium 73 57 78
Canada? 51 39 56
Denmark 70 39 74
Finland 74 61 83
Franceb 68 62 73
Germany 70 56 83
Greece¢ 66 75 87
Italy 71 68 87
Luxembourg 63 53 70
Netherlands 66 36 73
Portugal 62 57 90
Spain 58 43 68
Sweden 79 70 87
United Kingdom 57 43 58
United Statesd 52 39 54
Unweighted average 65 53 75
a) 1997.

b) 1994,

¢) 1993, industry only.

d) 1996.

Sources: Canada: Statistics Canada, Labour Force Survey, 1997; EUROSTAT, Structure of Earnings Survey, 1995; United States: OECD Secretariat calculations
using the 1996 US Bureau of Labor Statistics Current Population Survey annual earnings file (outgoing rotation groups).

pension, and unemployment benefits in Germany, Irelandhealth insurance), while virtually all reported providing at

Japan and Sweden have hours or earnings minima for elieast one of these to their regular full-time workers. A sep-
gibility [Doudeijns (1998); OECD (1998]. arate study by Lettau (1995) also found that part-timers
had lower compensation.é. wages and benefits) than

Outside the European Union part-time workers may,, ... S :
. : .“full-timers, even when their jobs were in the same estab-
be less well protected. They may, in particular, recei

Ve : :
i ) . : : ishment and occupation. Finally, a report by the US
fewer emplpygr prov@eq b.en'efltx.a.@.pmd holidays), Department of Labor found a clear positive correlation
although this differential is limited in some cases by law

or collective bargaining agreements [Houseman (5397 between the numbe.r of hours worked and private-sector
Gornick and Jacobs (1996); Thompsons (1997)]. In part_amployer sponsorship of health plans [USDOL (1995)].
ticular, in the United States, where part-time work is less For Canada, Lipsett and Reesor (1997) found that
common than in the average OECD country, part-timergart-timers were less likely than full-timers to be entitled
appear to be offered comparatively few benefits. Ato company pensions, health plans, dental plans, paid sick
recent study by the WE Upjohn Institute for Employmentleave, and paid vacation leave. Drawing on the 1995
Research found that about three-quarters of establistsurvey of Work Arrangements, they present data showing
ments said that the hourly pay for part-time workers waghat part-timer entittement rates for each of these benefits
about the same as for regular employees in similar posiwere less than two-fifths of those for full-timers.

tions [Houseman (19%j]. However, nearly 63 per cent

said that the cost of hourly pgylus benefitsvas lower. g Trajning

Houseman (1993) also notes that only about 60 per cent

of the establishments claimed to provide over one-half of While information on earnings allows some assess-
their part-time workers with at least one of five benefitsment of the current remuneration of part-time jobs as
(paid vacations, sick leave, pensions, profit sharing, ocompared with full-time jobs, data on the incidence of

11. In some cases, however, the lack of benefits does not leave part-timers unprotected. The Employment Policy Foundation [EPF (1997)] found tha
more than one-third of all American part-timers received health insurance from the employer of a relgtasgouse or parent) or other person.
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Austria
Belgium
Canada?

Czech Republic
Denmark
Finland

France
Germany
Greece

Hungary
Iceland
Ireland

Italy
Luxembourg
Netherlands

Norway
Poland
Portugal

Spain
Sweden

Switzerland
United Kingdom

Unweighted average

Table 1.8.

Distribution of job tenures for part-time and full-time wage earners

and salaried employees aged 15 years and older, by gender, 1997

Percentages
All Men Women
Part-time Full-time Part-time Full-time Part-time Full-time
Less 1 year 5 years Less 1 year 5 years Less 1 year 5 years Less 1 year 5 years Less 1 year 5 years Less 1 year 5 years
than  to under of more than  to under of more than  to under or more than  to under of more than  to under of more than  to under of more
1year 5 years 1year 5 years 1year 5 years 1year 5 years 1year 5 years 1year 5 years
5 7 88 3 13 84 16 18 66 3 11 86 4 6 90 5 16 80
13 24 63 11 24 65 15 25 60 10 24 66 13 24 64 12 25 63
42 36 22 24 34 42 48 34 18 22 31 47 40 36 24 28 40 32
33 43 24 16 36 48 31 45 24 15 36 49 33 42 25 16 36 48
35 37 28 20 30 50 41 42 17 21 29 50 32 34 34 21 29 50
39 26 35 18 19 62 45 26 28 19 22 59 35 26 40 18 17 66
24 27 49 13 23 65 22 25 54 13 23 64 25 29 46 12 22 66
18 31 51 13 27 59 32 37 31 13 26 62 16 31 54 15 30 55
15 28 57 11 27 62 13 23 64 10 25 65 17 30 53 12 30 58
21 38 41 15 32 53 21 39 41 16 34 50 22 38 41 14 30 56
34 33 34 23 25 52 46 35 19 24 24 53 30 32 37 22 27 52
29 31 39 18 30 52 29 29 41 17 28 55 47 27 27 19 33 48
13 25 62 8 24 68 12 25 64 8 23 69 14 25 62 9 25 66
12 31 57 9 28 63 10 28 61 8 25 67 12 32 56 11 34 55
11 32 57 11 28 61 18 39 43 10 25 65 10 30 60 52 31 17
26 22 52 22 21 57 39 30 32 22 21 57 24 20 56 21 22 57
19 24 57 | 16 23 6 | 26 24 50 | 16 23 6L | 17 24 59 | 15 23 62
59 19 22 32 15 53 70 17 13 31 14 54 56 20 24 33 16 51
20 25 55 11 22 67 34 31 35 11 25 64 17 23 61 10 19 71
21 36 44 15 30 55 26 39 35 14 27 59 19 35 46 18 37 45
30 34 36 19 29 53 43 37 20 19 28 54 27 33 40 18 31 51
25 29 46 16 26 59 30 31 39 15 25 60 24 28 47 18 27 55

Data not available.

a) Includes self-employed and unpaid family workers.
Sources: EUROSTAT, European Labour Force Survey, 1997; Statistics Canada, Labour Force Historical Review, 1997.
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—— Table 1.9. Proportion of temporary jobs? within full-time and part-time employment, —
by gender, 1997

Percentage of total employment in each category shown?

Full-time Part-time
Men Women Men Women
Austria 7 10 11 5
Belgium 4 8 25 10
Denmark 10 13 16 8
Finland 13 16 45 35
France 10 11 48 22
Germany 11 15 24 7
Ireland 4 6 61 33
Italy 6 7 56 27
Netherlands 5 10 28 17
Norway 8 12 30 17
Sweden 7 9 43 21
United Kingdom 5 6 25 11
Unweighted average 7 10 34 18

a) Temporary jobs are defined as those for which termination is said to be determined by objective conditions such as reaching a certain date, completion of
an assignment or return of another employee who was temporarily replaced.

b) Includes wage earners and salaried employees aged 15 to 64 years with either temporary or permanent contracts; excludes non-responses.

Source: EUROSTAT, European Labour Force Survey, 1997.

training allows some assessment of the future employincludes courses, private lessons, workshops, on-the job
ability and earnings prospects that the two sorts of joliraining and other forms of structured learning, taken dur-
provide. This sub-section looks at the incidence ofing the 12 months preceding the survey. Additional ques-
employer-provided training — excluding initial training — tions were used to narrow this definition, in order to
for part-time and full-time prime-age workers (aged 25 toassess career and job-related training versus employer-
54 years), comparing the influence of the hours distinctiorprovided training. The ELFS guidelines also allow for a
on the probability of training with other factors. The two number of different definitions of training. In order to
data sources used are the International Adult Literacyocus on employer provided training, a relatively res-
Survey (IALS) and the European Labour Force Surveytricted definition was selected. This considers training to
(ELFS). (See Chapter 3 for an extensive analysis of trainbe “specific vocational training in a working environ-
ing issues and statistics.) ment” paid for or provided by the person’s employer, dur-
In order to make valid comparisons of the incidencelNd the four weeks preceding the survey, and relevant
of training with respect to the employment of part- andf0r the current or possible future job of the respondent
full-time workers, it is necessary to restrict the age rangdEUROSTAT (1996)]. Courses for personal interests, hob-
concerned and the types of training that are consideredi€s or general applicatioe.g.driving lessons) and “dual
One common reason young people give for working partSyStém” and apprenticeship-type training are excluded.
time is to free-up time to use in further education andThe differences in the definitions mean that the data from
training outside the workplace [OECD (1988 For this  the two surveys cannot be compared. In addition, the vari-
reason, the comparisons here are restricted to the ag8lion between the ELFS questionnaires used in the differ-
range 25 to 54 yearsn order to be relevant for the qual- €Nt countries precludes international comparisons of
ity of the job itself, training should be paid for or provided !eVels of training using the ELFS. For this reason, this sur-
by the employer, rather than by the employee. A jobsVeY is used here only for comparisons of teétiveinci-
oriented assessment also requires that initial training@nce of training received (see Annex 1.B for details of
(i.e. training prior to any employment) and apprenticeshipth€Se surveys).
training be excluded, as they may not be directly associ-  Gjven their overall characteristics, part-time work-
ated with the job. ers might be expected to have a lower incidence of
The IALS survey defines training to include both training than their full-time counterparts. For example, the
adult education and training, in a broad definition thatELFS data indicate that, on average, they tend to have
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lower educational attainment and a greater likelihood otimers experienced training incidences that are more than
working in smaller firms. Both are factors generally asso-25 per cent lower than those for women full-timers; this is
ciated with lower incidences of training. In most EU also the case for men in three countries. There are some
countries, small firms tend to have a lower incidenceexceptions where part-timers appeared to have incidences
of training than large firms (Annex 1.A, Tables 1.A.5 andthat equal or exceed those of full-timere-g.male part-
1.A.6). timers in Germany, Hungary and Ireland. The reasons for

Data from the IALS survey show this expectation to these results are uncleidr.
be generally confirmed. The top panel (A) of Table 1.10
presents IALS data, relating only to career or job-relateq
training. The data are disaggregated by gender, age an

4 : : o nd full-time workers, after controlling for a number of
educational attainment—sample size restrictions do no

) . elevant variables, comprising age, education, job tenure,
permit greater detail to be shown. The bottom panel (B):establishment size and broad industrial sector. This was

presents data restricted to training funded at least partly b o .
i one by fitting a logit model separately for men and
the employer. The numbers in the bottom panel tend to be . . : .
. . . women in eleven countries. The results are provided in
smaller, reflecting the fact that employer-provided train-

ing is generally career- or job-related (but the opposite i‘;‘I'able 1.12. They refer to the probability of training for

not always true). It can be seen that part-time worker relatively common categories of part-time workers, rela-

: L C Yive to the probability of training for workers having
tend to experience a lower incidence of training than full- . .
exactly the same characteristics, except for being full-

timers in nearly all of the countries and regions shd#n. ) . e
. o L time workers. The underlying logit coefficients, most of
On average, the gap in the incidence of training between , . _ 2 ]
. } . which are statistically significant, are shown in Annex
part- and full-time workers is greater with respect to

employer-provided training than with respect to careerTables 1L.A5and 1.A6.

and job-related training. Disaggregation reveals, for both Comparing the results in Tables 1.11 and 1.12 shows
full- and part-timers, that the incidence of career and jobynat controlling for the additional variables does cause
related training tends to be higher for the youngest groupgome attenuation of the estimated difference for women
of workers and for those with tertiary educational attain-petween the training incidences of part- and full-time
ment. The age pattern is less pronounced in the case Qforkers. The results for men are mixed. However, the
employer-provided training. A detailed examination cou-gstimated impact of the part-time/full-time distinction on
pled with the raw IALS results shows little tendency for the |ikelihood of training remains substantial. Sometimes,
the gap between the incidence of employer-provideg; js one of the most important factors in the model. Nev-
training for part- and full-time workers to narrow as the ertheless, generally, at least one other variable has a
level of education attainment rises. stronger impact than part-time working status (as meas-
The ELFS data indicate a similar pattern ured by the relative sizes of the coefficients). In particular,
(Table 1.11). These data, which refer to the relative incisector of employment or educational attainment are often
dence of employer-provided vocational training, alsomore important. Once again, as discussed above, for men
indicate that part-timers tend to have lower training inci-in some countries, the estimated incidence of training is
dences than full-timer¥.In nine countries, women part- higher for part-time working than for full-time working.

The ELFS data also allow an estimation of the dif-
grences between theelative training incidences of part-

12. The result for Canada is the sole exception. However, this figure was of low statistical significance. In a contrasting finding, De Brougker (1997
found that part-time workers received less employer-supported training than full-time workers in Canada. His finding was based on a national
source, the 1994 Adult Education and Training Survey.

A number of studies confirm the lower incidence of training for part-timers in other countries. An Australian study found that the incidence of
employer support for formal training of part-time workers was only about one-half of that of full-time workers [Fraser (1996)]. Cranfield (1997)
found that, in Denmark, Finland, France, Switzerland and the United Kingdom, there was a negative correlation between spending on training and
use of part-time employment, which the study suggested might be linked to the use of part-time labour as a means of reducing labour costs. In the
United States, a BLS survey found that part-time workers receive less formal training than full-time workers, as well as much less informal training
[BLS (1996)]. Fraziset al. (1998) also found in the United States a strong, negative relationship between the share of part time workers in a firm
and the incidence of formal employer-provided training during the previous 12 months.

13. Due to differences in definitions used in the various national surveys, the training levels and probabilities are not strictly comparatledetwee
tries. Therefore, an index presentation is used in Tables 1.11 and 1.12. Data for some EU countries have been excluded on the grounds that th
questionnaires departed too far from the standard, or because the results seemed implausible.

14. Disaggregations by age and by job tenure of the incidence of employer-provided vocational training among part-timers in these countrastdid not p
to particularly high incidences of training for part-timers in the 25-t0-34 year age group or among those with low job tenure (except for Ireland). Thu
there does not appear to be a particular confounding of initial, dual system or apprenticeship training with the type of employer-providedl vocationa
training considered here. Nevertheless, it cannot be ruled out that the high incidences of employer-provided vocational training shown iethe data a
exaggerated to some extent by a confounding of employer-provided vocational training with other types of education or training.
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Table 1.10. Incidence of training for part-time and full-time workers,
by gender, age group and education attainment, 1994
Percentage of wage earners and salaried employees aged 25 to 54 years

Gender Age (years) Educational attainment
Total
Men Women 25-34 35-44 45-54 Lessseg;z:]r;:r;;per Upper secondary Tertiary
Part- Full- Part- Full- Part- Full- Part- Full- Part- Full- Part- Full- Part- Full- Part- Full- Part- Full-
time time time time time time time time time time time time time time time time time time
Panel A. Career or job-related training
Belgium (Flanders) 13 22 - 22 14 20 - 24 14* 18 - 23 - 8* - 23 19* 37
Canada 42* 37 - 39 43* 34 - 42 52* 40 - 26 - - 28* 30 56* 50
Germany 17* 21 - 19 17* 25 - 23 - 23 - 15* 11* 16 - 26* - 25
Ireland 18* 26 - 22 16* 34 - 28 21* 24 - 25% - 18* - 27 - 37
Netherlands 24 38 33* 39 23 36 29 40 26 40 14* 33 16* 27 28 40 31 49
New Zealand 37 52 46* 48 36 59 37 53 38 53 36* 50 29 41 31* 55 55 66
Poland - 20 - 20 - 19 - 20 - 20 - 18 - 10 - 28 - 31
Sweden . . . . . . . . . . . . . . . . . .
Switzerland (French) 28 30 - 32 28 25 27* 32 33* 28* - 28* - - 30* 30 42* 40
Switzerland (German) 30* 35 - 35 31* 36 - 39 31* 35 40* 29 - - 38* 37 - 42
United Kingdom 45 62 - 58 46 69 43* 68 61 61 29* 53 39 50 - 66 76 78
United States 41 50 - 49 41 51 46 48 38 50 36* 51 - 20* 37* 38 56 67

Unweighted average? 30 37 40 44 29 39 36 48 35 39 31 43 24 34 32 38 48 55

yoopnQ uswAhodw3 dO30 —og

Panel B. Employer-provided training ?

Belgium (Flanders) 12 20 - 21 13* 16* - 21 16* 17 - 21 - 6* - 20* 17* 35
Canada - 30 - 32 - 27 - 33 - 33 - 21 - - - 25 - 41
Germany 8* 9 - 8 9* 9* - 7 - 11* - ™ 9* ™ - - - 11*
Ireland - 19 - 17 - 22 - 21 - 18* - 16* - 14+ - 18 - 26
Netherlands 20 38 - 39 19 36 18* 40 23 39 15* 35 12* 29 23* 39 26 48
New Zealand 24 41 - 38 25 46 18* 41 28 42 23* 40 18* 33 19* 38 36* 54
Poland - 17 - 18 - 15 - 17 - 18 - 16* - 9 - 24 - 26
Sweden 44 58 - 54 46 63 32* 56 52 59 45 58 37 44 40 57 54 66
Switzerland (French) 18 26 - 28 19 21 - 26 22* 23* - 29 - - 25* 26 - 33
Switzerland (German) 20* 31 - 30 20* 31 - 33 20* 28 30* 28 - - 29* 31 - 38
United Kingdom 38 59 - 56 38 66 32 65 51 60 27 52 33 49 - 64 59 74
United States 27* 42 - 43 29* 42 30* 38 21* 43 31* 45 - 16* 23* 31 39* 58
Unweighted average? 23 36 - 35 24 50 26 33 29 39 28 43 22 32 27 37 38 56

Data not available.
— Not significant: sample size less than 30, or very high levels of error associated with the estimate (coefficient of variation in excess of 33.3 per cent).
*  High levels of error associated with the estimate (coefficient of variation in the range 16.6 to 33.3 per cent).
a) Includes only countries where data are available for both part-time and full-time.
b) Includes all training at least partly financed by an employer.
Source: International Adult Literacy Survey, 1994-95.
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—— Table 1.11. Relative incidence of employer-provided training? for part-time workers, —
by gender, 1997

Wage earners and salaried employees, aged 25 to 54 years
Percentage of the incidence for full-time workers

Men Women
Full-time Part-time Full-time Part-time
Austria b b 100 65
Belgium 100 79 100 33
Denmark 100 31 100 67
Finland 100 30 100 45
Germany 100 100 100 50
Hungary 100 128 100 76
Ireland 100 100 100 79
Netherlands 100 51 100 43
Norway b ..b 100 53
Sweden ..b b 100 60
United Kingdom ..b b 100 72
Unweighted average . .. 100 59

Data not available.
a) Based on the incidence of training in previous 4 weeks; excludes “dual-system” or apprenticeship-type training.
b) Sample size too small to allow an estimate to be made.
Source: EUROSTAT, European Labour Force Survey, 1997.

Table 1.12. Relative likelihood of employer-provided training:
hypothetical individuals,& 1997

Wage earners and salaried employees, aged 25 to 54
Index: probability for full-timers = 100

Austria
Belgium
Denmark

Finland
Germany
Hungary

Ireland
Netherlands
Norway

Sweden
United Kingdom

Unweighted average

Men
Age: 25 to 29 years
Education: upper secondary
Job tenure: 1 to 5 years
Establishment size: 11 to 19 employees
Sector: wholesale and retail trade, repairs

Women
Age: 40 to 44 years
Education: upper secondary
Job tenure: 1 to 5 years
Establishment size: 11 to 19 employees
Sector: wholesale and retail trade, repairs

Full-time Part-time Full-time Part-time

b b 100 90
100 63 100 48
100 27 100 69
100 33 100 49

100 37 b ..b
100 124 100 64
b b 100 81
100 62 100 65
b b 100 39
100 19 100 71
100 62 100 75
100 65

Data not available.

a) Secretariat calculations using logistic regression. See Tables 1.A.5. and 1.A.6.

b) The stepwise regression model used did not retain the working hours status variable.
Source: EUROSTAT, European Labour Force Survey, 1997.
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F.  Preferences for part-time and full-time working

One of the distinguishing features of part-time
employment, as opposed to other forms of non-standard
employment, such as shift-working, is the strongly
favourable attitude of many employees towards it. This
applies both to those who already work part-time and, in
many cases, also to those who work full-time. One way of
looking at such issues is through the use of attitude data.
Such information must always be treated with particular
care, as substantial differences in response to questions
can result from minor changes in their wording. In addi- E
tion, information on attitudes must be understood to applyz
only in the context of the specific institutional arrange- §
ments applying in the different countries at the time of theg
survey. For example, in the case of women with children,2
many analysts have stressed that attitudes to part-timg
working may well depend upon the child-care arrange-ez
ments respondents feel are available to them. As noted i
the introduction, the definition of part-time working used
here is not the OECD definition of under 30 hours per
week, but was left to the appreciation of the survey
respondents.

Information on the relative preferences for part-time
and full-time working is provided by the 19%id hoc
Labour Market Survey of employees commissioned by
the European Commission (1995). While this is a compar-
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Chart 1.1. Proportion of women
employees working part-time,
and of women part-time employees
preferring full-time work, 1994
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atively small survey, conducted for the European Com-Sources: European Commission (1995); EUROSTAT (19954).

mission by market research organisations, rather than
National Statistical Offices, and is subject to relatively
large sampling errors, its particular advantage in the
present context is that the same questions were asked in
all countriest> 1 Table 1.13 and Chart 1.1, derived prima-

rily from this survey, show the following:

° In all the countries included, with the exception of

Spain, men working part-time show a much higher
preference for full-time working than do women
(Table 1.13). The proportion of men working part-
time who say they would prefer to work full time
varies from a one-quarter in the Netherlands to
100 per cent in Portugal.

The proportion of women part-timers saying they
would prefer to work full-time is well under a half

15. The precise question posed in the survey was as follows:

in all countries, and under 10 per cent in some
(Table 1.13).

The higher the proportion of women working part-
time in a given country, the smaller tends to be the
proportion of them who say they would prefer to
work full-time. For example, in Italy, where 12 per
cent of women reported they work part-time, 42 per
cent said they would prefer to work full-time. On the
other hand, in the Netherlands, where 65 per cent of
women worked part-time, only 7 per cent said they
would prefer to work full-time (see Chart 1.1, the
correlation coefficient is —0.8).

a) If you are a full-time employee, would you rather have part-time employment with a correspondingly lower salary? (Yes/No).
b) If you are a part-time employee, would you rather have full-time employment? (Yes/No).

16.

Figures from the European Labour Force Survey (ELFS) show some changes in preferences for full-time work among women part-time workers

over the period 1994 to 1997 for the countries for which suitable data are available. To be precise, in the ELFS as administered in Denmark, France
the Netherlands and the United Kingdom, part-time workers were asked to single out one of the following reasons for working part-time: “in
education/training”; “owing to iliness or handicap”; “not able to find full-time work”; “full-time working not wanted” (for France, the first tavo re

sons were omitted). In response, in 1994, the proportions of women opting for the last reason were 58%, 63%, 81% and 80%, respectively. In 1997

they were 61%, 61%, 82% and 79%.
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Table 1.13. Preferences for full-time and part-time employment, 1994
Proportion of employees in category shown@

All Men Women
Part-timers Full-timers Part-timers Full-timers Part-timers Full-timers
preferring preferring preferring preferring preferring preferring
full-time part-time full-time part-time full-time part-time
work work work work work work

Belgium 27 17 31 9 25 36
Denmark 14 13 69 7 8 21
Germany 15 7 52 5 12 10
Greece 25 8 33 8 25 9
France 41 17 69 11 35 28
Ireland 38 10 78 8 30 12
Italy 43 26 83 22 42 32
Netherlands 8 16 25 13 7 23
Portugal 62 5 100 7 40 2
Spain 36 10 36 8 37 14
United Kingdom 29 5 72 3 22 9
Unweighted average 31 12 59 9 26 18

a) For example, the first figure in the first row, for Belgium, indicates that 27 per cent of Belgian employees working part-time said they would prefer to work
full-time.
Source: European Commission (1995, Tables 26a-c).

Table 1.14. Share of involuntary part-time employment? in total part-time
employment,? by gender, 1997

Percentages
All Men Women
Australia 11.2 17.0 8.5
Canada 31.3 34.9 29.8
Czech Republic 3.1 1.8 3.7
Denmark 13.6 13.1 13.9
Finland 37.6 32.8 40.2
France 41.3 52.9 38.8
Germany 13.3 17.8 12.6
Greece 41.0 50.2 36.0
Japan¢ 15.8 18.9 4.0
Netherlands 55 8.2 4.6
Norway 15.7 17.2 15.2
Portugal 21.6 16.1 24.1
Sweden 32.0 34.7 31.3
Switzerland 6.3 8.4 5.8
United Kingdom 12.2 23.8 9.5
United States 7.8 7.4 8.0
Unweighted average 19.3 22.2 17.9

a) Defined as part-time workers who say they are working part-time because they could not find full-time work.

b) For European countries, excludes self-employed and family workers.

c) 1996.

Sources: OECD database on full-time/part-time employment; OECD database on involuntary part-time employment; United States: OECD Secretariat
calculations using the March 1997 US Bureau of Labor Statistics Current Population Survey CD-ROM; EUROSTAT (1998).
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A wider range of national information is available
from statistics which attempt to measure the incidence of
“involuntary part-time working”. This information is
produced by questions asking part-time workers why they
are working part-time, taking involuntary part-time work-

ers to be those who reply that they have been unable to

find full-time work. Owing to the fact that the questions
used differ between countries, international comparisons
should be made only with cautidhHowever, in general, o
it appears that the proportion of involuntary part-time
workers is a minority of total part-time working for both

sexes. Sometimes, as in the Netherlands, it is only a small

minority (Table 1.14). The data show the same general
pattern as those in Table 1.13, with the figures for men
uniformly higher than those for women. Again, the higher
the proportion of women working part-time in a given
country, the lower tends to be the proportion of involun-
tary part-timers among women working part-time. Data
on involuntary part-time working generally follow move-
ments in unemployment closely [OECD (1995)]. How-
ever, despite the improvement in the economic cycle
since 1993, the share of involuntary part-time working
has increased quite strongly in France [Forgéot and
Lenglart (1997)], as well as in Germany, Greece and the
Netherlands.

G. Transitions out of part-time working

for women [Anxoet al. (1999); Dekkeret al.
(1999); Galtier (1998); Bothfeld and O'Reilly
(1999); Smithet al. (1999)]. At the same time, the
experience of women is by no means uniform.
Blank (1994) and Hakim (1996) suggest that this is
because of a heterogeneity among women: some are
relatively constant in their labour market decisions,
others change labour market states frequently.

Transitions out of part-time employment to full-time
employment are more frequent for younger, more
highly-educated and more highly-skilled workers. In
the United States, Blank (1994) finds that less-
educated women are more likely to terminate spells
of part-time work by leaving the labour market. For
both the Netherlands and the United Kingdom,
Smith et al. (1999) find that professionals and
highly-skilled people are more likely to move from
part- to full-time.

For France and the Netherlands, and no doubt for
some other countries, part-time workers working
very short hours are less likely to move into full-
time working than other part-timers [Galtier (1998)
for France and Dekkeet al. (1999) for the
Netherlands].

The studies also tend to emphasise the difference in

the role of part-time working in the labour markets of dif-

ferent countries, often confirming the impression given by
Information on transitions into part-time employ- the cross-sectional information provided earlier in this
ment has been available for a number of countries fosection:

many years. It has been used, for example by O’Reilly,
(1997) to illustrate the importance of part-time working as
an entry mechanism into the labour market, particularly
for some types of unemployed workers. However, the ret-
rospective surveys on which this information is based
(notably the European Labour Force Survey) often pro—'
vide no way for assessing the rate of exit from part-time
working into other forms of employment. This sub-
section, therefore, reviews a number of recent longitudinal
analyses providing that information for seven counttfes.

Some general conclusions emerge from these studieg:

®  The rate of transition out of part-time working into
full-time employment is much higher for men than

For Spain, Smittet al. (1999) find evidence of con-
siderable instability of part-time working. Longer
part-time job tenure seems to decrease the probabil-
ity of entering a full-time job.

In the United States, the part-time workforce is
dominated by younger and older workers. Part-time
working is mainly used as a source of short-term
jobs during education and the transition to retire-
ment. Movements from part-time working into full-
time working are rare [Blank (1994)].

For the Netherlands and Germany there is little
flow out of part-time working. For women in the
Netherlands, Dekkeet al. (1999) find part-time

17. Another possible component of involuntary part-time working consists of people working part-time “for economic reasons”, which refers to peopl
whose hours have been reduced because of slack economic conditions. This is not included here.
18. The studies reviewed, the countries they cover, and brief details of the data sources employed, are as follogtsalAfH@99): Netherlands,

Dutch Socio-Economic Panel, waves 1986 and 1991; and Sweden, Household Market and Non-market Activities survey, matched panel from

the 1986 and 1991 surveys; Blank (1994): United States, Panel Survey of Income Dynamics, from 1976 to 199@&t2&Kk6©9): Netherlands,
Dutch Socio-Economic Panel, waves 1985 to 1994; Galtier (1998): France, matched samples from national labour foré&nsuéteyEmpldj

for 1994, 1995 and 1996; Bothfeld and O’Reilly (1999): Germany, German Socio-Economic Panel, and United Kingdom, British Household Panel

Survey, both for January 1990 to December 1995; Setithl. (1999): Spain and United Kingdom, matched samples from national Labour Force
Surveys, both for Spring 1995 and Spring 1996. Final versions of Aad. (1999), Bothfeld and O’Reilly (1999) and Smigt al. (1999) are to

be published in O'Reillyet al. (forthcoming).
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employment of longer hours almost as stable as The importance of part-time working for employ-

full-time employment. For Germany, Bothfeld and ment as a whole, and for women’s employment in parti-
O'Reilly (1999) also find little movement out of cular, varies considerably from country to country. This
part-time working, with almost no movement into chapter shows that a relatively high incidence of part-time
full-time working. working in employment as a whole is associated with a

For France and the United Kingdom, there is evi-relatively low proportion of part-time workers saying that
dence of a small amount of movement out of invol-they would prefer to work full-time, a relatively low pro-
untary part-time working into full-time employment Portion of part-time workers in temporary jobs and a rela-
and voluntary part-time working. For France, Galtier tively large variation in hours of work (when part-time
(1998) finds that, out of those women part-timers inworking is relatively common there is a relatively high
1994 who said they would prefer longer hours, twoshare of part-time workers carrying out work of both very
years later just under a quarter had moved into full-short hours, and longer hours, close to those of full-time
time work and slightly under another quarter wereWorking). On the other hand, it appears that a higher inci-
still working part-time but were now satisfied with dence of part-time working is not associated with a higher
their hours. For the United Kingdom, Smit al. level of part-time hourly earnings relative to full-time
(1999) find that, over the period 1995-1996, 16 perearnings. For training, there is no clear relationship.
cent of those part-time women workers who said The relatively low levels of employer-provided
they would prefer full-time working moved into training received by part-time workers, even when they
full-time working. are well-educated, raise questions for policy. If current
For Sweden, the use of part-time working as andemographic trends continue, a higher proportion of
interlude in a full-time career, involving transitions adults may live in households where no other adult is
first from full-time working to part-time and then present. In addition, the mounting pressures on social
back again to full-time, is a common way for security and pensions systems emphasise the importance
women to combine market work with family respon- of securing a higher proportion of lifetime income from
sibilities [Anxo et al. (1999)]. employment earnings. Recent reports on ageing, including
OECD (199®), have highlighted the importance of life-
time learning in this regard. On the basis of the evidence
in this chapter, these trends may well pose particular diffi-
Part-time working represents a growing share ofculties for part-time workers. Not only are they likely to

employment in many countries, and has been an importameceive lower levels of employer-provided training, but
source of job growth over the past decade. The evidenciheir lower earnings levels, even on an hourly basis, are
presented in this chapter confirms that part-time jobs tentlkely to make it more difficult for them to finance train-
to receive lower hourly earnings than full-time ones andng themselves. In most countries, transitions from part-
experience a lower incidence of employer-provided trainto full-time working appears to be rare. The life-time
ing than full-time workers. While most men working part- earnings and pension entitlements of part-time workers
time say they would prefer to work full-time, this is not thus risk being left further behind those of comparable
the case for women. full-timers.
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Annex 1.A

Table 1.A.1. Contributions of part-time and full-time employment
to overall employment change 1987-97, by gender

Percentage of total employment? in initial year

Total . .
employment Part-time Full-time

All All Men Women All Men Women
Australia® 1.75 0.88 0.33 0.55 0.87 0.38 0.50
Belgium 0.44 0.41 0.02 0.39 0.03 -0.30 0.33
Canada‘ 1.25 0.42 0.14 0.28 0.83 0.30 0.53
Denmark 0.43 -0.21 0.14 -0.34 0.63 0.17 0.46
France 0.26 0.29 0.04 0.26 -0.03 -0.21 0.18
Germany ¢ d 0.56 0.68 0.13 0.55 -0.12 -0.02 -0.10
Greece 0.68 0.23 0.09 0.14 0.45 0.11 0.34
Ireland 2.32 0.95 0.24 0.71 1.37 0.51 0.86
Japanb. ¢ 1.07 0.76 0.34 0.43 0.31 0.24 0.07
Italy -0.06 0.31 0.08 0.23 -0.37 -0.40 0.03
Luxembourg ¢ 0.76 0.36 0.04 0.32 0.40 0.21 0.19
Netherlands 1.99 0.84 0.00 0.84 1.15 0.69 0.47
New Zealand?: ¢ 0.98 0.77 0.28 0.49 0.21 -0.05 0.25
Portugal 0.92 0.44 0.14 0.31 0.47 0.01 0.47
Spain 1.22 0.37 0.08 0.29 0.85 0.20 0.65
United Kingdom 0.66 0.35 0.17 0.18 0.31 -0.04 0.35
United States® 1.42 0.12 0.04 0.09 1.30 0.60 0.70
OECDf 0.98 0.47 0.13 0.34 0.51 0.14 0.37
European Unionf 0.85 0.42 0.10 0.32 0.43 0.08 0.35

a) Total employment is defined as the sum of part-time and full-time employment. Part-time employment is defined as work with usual weekly hours less
than 30, except for Japan where it is less than 35 per week.
b) Actual hours instead of usual hours.
¢) 1986-96 instead of 1987-97.
d) Data for Germany are for western Germany up to 1991. From 1992 onwards data are for Germany.
e) Wage earners and salaried employees only.
f) Unweighted average of above countries.
Sources: EUROSTAT, European Labour Force Survey; and national Labour Force Surveys.
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Table 1.A.2. Median hourly earnings of part-time workers, by gender and sector, 1995
Percentage of median hourly earnings of full-time workers

. - Wholesale Transport, storage . : Real estate,
M : Electricity, : : Hotel F | .
and qIS;r:rgying Manufacturing ande\(/:verllt‘;lrysu%ﬁy Construction and ::Eg:r;rade, and regt:ugrants ¢ ommiwijcati on inte:rr;]aer:icilaation buszﬁre]g:%cé}(?v?ti es Total

Share Share Share Share Share Share Share Share Share Share
of total of total of total of total of total of total of total of total of total of total

Median PO | Median  POC | Median  P2T | Median P2 | Median P2 | Median B2 | Median P2 | median P2 | median P2 | Median PO
employ- employ- employ- employ- employ- employ- employ- employ- employ- employ-

ment ment ment ment ment ment ment ment ment ment

Men

Canada? .. . 47.1 .. . . 66.7 .. .. . . . 63.0 . . .. . .. | 46.9 .
Belgium 684 01 941 165 | 904 04 90.8 25| 771 219 | 815 19.1 829 173 | 100.2 24 | 639 198 | 747 1000
Denmark 765 02 838 296 668 0.1 93.6 187 59.3 222 75.2 59 79.9 7.5 56.6 22 | 544 137 | 742 100.0
Finland . . 846 120 | 914 0.7 |1152 06 | 802 245 | 926 148 | 768 289 | 54.9 16 | 618 169 | 765 1000
France? 1412 0.1 99.3 149 678 04 87.3 2.0 746 180 98.2 11.7 81.3 6.8 79.9 2.0 | 59.8 44.2 73.2 100.0
Germany . . 90.2 406 497 36 82.7 175 85.0 355 . . . . 73.3 2.7 . . 78.4 100.0
Italy 864 08 |101.7 232 947 1.8 | 103.6 50 | 1348 123 91.8 53 859 10.7 | 759 26 | 705 383 83.1 100.0
Netherlands . . 798 129 . . 80.8 4.2 68.1 173 81.2 7.6 870 118 88.0 19 | 574 433 69.8 100.0
Portugal . . 81.8 288 841 02 96.3 100 701 232 719 101 | 109.1 3.7 321 02 | 917 238 80.8 100.0
Spain 91.7 03 727 202 976 0.3 85.1 6.9 813 222 804 206 68.9 11.2 87.0 42 | 573 141 66.4 100.0
Sweden 965 0.1 89.6 351 |121.2 0.9 | 1038 6.6 975 130 89.5 55 933 180 84.7 16 | 750 191 88.7 100.0
United Kingdom 874 0.1 86.7 7.6 919 0.2 |106.3 15 63.6 355 654 26.0 76.3 7.6 65.2 1.8 | 448 197 54.2 100.0

Unweighted average¢ 92.6 0.2 877 219 | 856 0.8 951 69 | 810 223 | 828 127 | 841 124 | 725 21 |63.7 253 | 74.6 100.0

Women
Canada? . . 715 . . . 88.0 . . . . . 75.9 . . . . . 69.8 .
Belgium 83.1 .. | 1005 106 99.3 0.6 93.7 1.3 91.3 427 91.4 7.3 89.6 53 [102.0 103 | 766 218 86.8 100.0
Denmark 83.7 . 873 21.7 921 0.2 87.7 2.1 795 286 86.4 102 90.7 2.6 89.7 103 | 69.1 243 76.4 100.0
Finland 1226 0.1 99.7 5.1 859 0.5 |103.6 04 96.7 44.6 | 1008 133 81.9 188 | 100.0 94 | 75.7 7.7 90.2 100.0
France? 226.1 0.1 96.7 139 | 1177 0.5 74.1 1.5 89.3 31.0 999 114 84.2 2.1 82.2 29 | 7134 366 81.7 100.0
Germany 715 02 823 239 893 14 83.5 8.5 99.3 607 . . . . 97.9 5.3 . . 87.5 100.0
Italy 182.7 0.3 |109.8 296 953 05 92.7 1.3 | 1083 229 98.3 7.0 86.0 114 98.4 44 | 90.1 224 |103.0 100.0
Netherlands .. 00 98.7 115 . . 96.0 1.2 96.1 285 98.2 6.3 | 113.8 7.3 | 100.9 6.6 | 821 380 93.1 100.0
Portugal 412 0.1 98.6 29.1 789 0.1 89.9 2.6 96.0 44.2 97.1 100 70.3 36 59.9 2.0 | 844 84 | 113.0 100.0
Spain 782 0.1 829 16.9 439 04 80.1 29 | 1010 412 933 149 64.5 4.7 72.6 22 | 738 16.7 84.0 100.0
Sweden 872 0.1 95.6 226 | 1052 0.6 | 1059 24 939 376 88.6 5.0 96.9 74 93.3 58 | 843 184 92.3 100.0
United Kingdom 572 0.1 83.6 8.9 86.2 0.3 82.9 1.3 80.7 444 819 191 80.6 3.0 82.3 50 | 636 178 69.6 100.0

Unweighted average® 103.4 0.1 942 176 | 894 05 | 900 23 | 938 388 | 936 104 | 88 66 | 89.0 58 |773 21.2 | 88.9 1000

Data not available.
a) 1997. Due to differences in industrial classification, not all sectors are shown. Total for Canada covers all sectors, including those not shown here.
b) 1994.
¢) Excludes Canada.
Sources: EUROSTAT, Structure of Earnings Survey, 1995; Statistics Canada, Labour Force Survey, 1997.
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Table 1.A.3. Median hourly earnings of part-time workers,
by gender and broad occupational group, 1995
Percentage of median hourly earnings of full-time workers

Technicians Plant and machine

Legislators, seni . . Servi k Craft and related El t
"OLiere || proesionats | and asoce clns | sericeserers | Cotmdmated | g | ementen
Share Share Share Share Share Share Share Share Share
of total of total of total of total of total of total of total of total of total
Median  part-time | Median part-time | Median part-time | Median part-time | Median part-time | Median part-time | Median part-time | Median part-time | Median part-time
employ- employ- employ- employ- employ- employ- employ- employ- employ-
ment ment ment ment ment ment ment ment ment
Men
Belgium 106.2 2.8 91.7 2.9 88.2 6.6 81.6 12.6 4.7 29.2 93.1 10.0 84.6 13.1 85.0 23.0 74.7 100.0
Denmark 116.9 04 774 0.8 65.4 2.1 69.8 24 71.4 14.6 95.2 232 92.6 18.4 80.7 37.5 74.2 100.0
Finland 100.9 0.8 104.4 3.6 69.8 6.6 84.3 11.1 89.7 34.7 90.4 2.7 97.7 2.9 85.3 37.6 76.5 100.0
France@ 151.3 3.0 86.7 4.2 66.6 11.0 775 5.7 91.9 16.1 90.6 18.8 97.0 18.9 93.1 22.4 73.2 100.0
Germany 94.0 34 107.8 5.1 71.0 84 69.5 12.9 81.0 17.8 88.5 21.7 80.9 6.4 80.7 24.4 78.4 100.0
Italy 1441 05 88.2 05 79.3 7.0 93.3 21.5 83.3 31.3 102.9 134 104.7 8.1 83.5 17.6 83.1 100.0
Netherlands 67.6 55 71.1 9.1 67.5 13.2 68.0 13.7 68.4 13.1 74.8 16.8 76.4 13.2 74.4 15.3 69.8 100.0
Portugal 118.2 6.1 87.1 7.1 54.7 7.5 49.0 8.3 79.1 15.0 86.4 16.8 106.9 8.5 104.6 30.6 80.8 100.0
Spain 108.3 4.7 926 104 72.7 6.6 66.3 14.8 83.6 15.9 70.2 8.3 66.5 13.7 80.3 25.7 66.4 100.0
Sweden . . 101.0 5.1 106.4 10.1 88.4 8.7 97.1 7.5 96.6 18.4 914 22.6 95.4 26.3 88.7 100.0
United Kingdom 109.7 4.6 105.9 24 81.2 24 76.6 16.7 75.6 39.4 90.3 53 83.1 8.7 68.2 20.5 54.2 100.0
Unweighted average 111.7 3.2 92.2 4.7 74.8 7.4 749 11.7 814 21.3 89.0 141 89.3 122 847 255 746 100.0
Women

Belgium 100.2 0.7 102.3 1.9 104.8 59 101.6 26.2 | 106.1 36.2 105.0 35 | 1055 22 99.3 23.3 86.8 100.0
Denmark 91.7 0.3 95.8 1.2 96.5 7.8 97.4 11.8 92.0 27.8 91.6 2.8 95.5 10.4 90.7 37.5 76.4 100.0
Finland 89.3 0.1 94.5 2.8 93.3 36 98.1 152 | 1004 494 93.9 0.7 96.0 0.9 948 273 90.2 100.0
France @ 65.8 0.9 94.2 1.3 64.2 14.8 83.1 20.9 97.7 254 94.6 9.9 99.8 7.6 98.1 19.2 81.7 100.0
Germany 62.3 0.4 86.5 36 83.6 6.6 85.8 271 | 1134 478 93.6 4.6 91.0 1.5 99.9 8.3 87.5 100.0
Italy . . 68.8 0.1 79.7 32 101.3 36.9 100.6 23.6 | 111.3 94 111.1 7.0 92.8 19.7 | 103.0 100.0
Netherlands 84.5 2.7 83.4 4.1 95.2 11.9 99.9 33.3 98.2 25.1 105.4 1.7 98.7 4.0 98.8 17.2 93.1 100.0
Portugal 118.8 1.6 104.0 2.3 63.7 32 80.4 11.8 | 1146 37.2 90.2 11.1 122.7 51 119.0 27.6 | 113.0 100.0
Spain 66.7 05 80.6 21 73.8 25 80.7 284 | 1010 252 88.2 4.3 82.1 4.6 96.4 324 84.0 100.0
Sweden . . 94.2 3.7 96.2 11.1 97.8 28.9 98.8 24.9 94.5 36 96.9 7.2 96.9 20.1 92.3 100.0
United Kingdom 74.9 2.0 88.8 12 65.9 2.3 81.3 29.0 91.2 42.8 94.2 1.9 90.9 2.9 81.5 18.0 69.6 100.0

Unweighted average 83.8 1.0 90.3 2.2 83.4 6.6 916 245 |101.3 332 96.6 4.9 99.1 4.9 97.1 228 | 889 100.0
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Data not available.
a) 1994.
Source: EUROSTAT, Structure of Earnings Survey, 1995.
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Table 1.A.4. Incidence and composition of part-time employment of short hours?
and total part-time? employment, by gender, 1997

Percentages
Men Women
Part-time employment Part-time employment
as a percentage of total male | spare of short hours part-time as a percentage of total female | gnare of short hours part-time
employment employment in total male employment employment in total female
part-time employment 1997 part-time employment 1997
Total part-time Shg::_thigquers (1987 figures in brackets) |Total part-time Shg::_g%uers (1987 figures in brackets)
employment P employment P
employment employment

Australia® 14.7 10.0 68.5 (61.6) 41.2 29.6 71.8 (73.2)
Austria 2.6 11 439 .. 21.3 5.6 26.0 ..
Belgium 4.8 1.4 28.6 (21.5) 323 135 41.7 (34.5)
Canada 10.5 5.9 56.0 (63.2) 294 15.2 51.8 (56.2)
Czech Republic 1.9 0.7 348 .. 55 15 272 ..
Denmark 111 8.9 79.8 (72.6) 242 12.2 50.6 (39.5)
Finland 6.0 3.3 551 .. 10.6 5.0 472 ..
France 5.9 2.0 33.7 (37.4) 25.2 8.9 35.5 (38.9)
Germany @ 3.7 2.2 59.7 (51.6) 29.9 14.2 47.5 (32.0)
Greece 4.8 1.3 26.5 (21.1) 14.1 3.8 27.2 (26.5)
Hungary 1.8 0.4 211 .. 5.0 0.8 16.8

Iceland 9.0 5.4 600 .. 36.7 12.7 34.6

Ireland 7.0 24 34.7 (30.9) 27.2 114 41.8 (40.6)

Italy 51 2.9 57.6 (53.4) 22.2 8.3 37.2 (36.3)
Japan¢ d 115 18 15.8 (18.9) 36.1 7.2 20.1 (21.1)
Korea® € 33 13 388 .. 7.8 3.0 387 ..
Luxembourg 4 2.1 0.4 17.1 (12.9) 24.7 75 30.4 (38.3)
Mexico 8.6 3.7 425 .. 29.9 15.2 50.8
Netherlands 111 7.8 70.7 (61.4) 54.8 314 57.4 (65.9)
New Zealand® ¢ 10.1 7.0 69.7 (67.3) 36.9 231 62.6 (60.9)
Norway 7.9 5.7 723 .. 36.8 21.0 571 ..
Portugal 51 2.1 41.8 (35.1) 16.5 7.3 44.0 (40.1)
Poland ¢ 5.6 2.2 383 .. 9.1 35 380 ..

Spain 3.1 11 35.4 (38.6) 16.8 7.1 42.5 (47.4)
Sweden 8.1 3.9 482 .. 249 7.6 30.5
Switzerland 7.9 4.9 62.3 .. 47.8 33.2 69.5

Turkey¢ d 2.9 0.9 303 .. 12.7 3.6 28.3

United Kingdom 8.2 51 63.0 (55.6) 40.9 23.9 58.3 (60.2)
United Statesf 8.3 35 42.3 (45.4) 19.5 8.0 40.8 (44.8)
Unweighted average 6.6 3.4 46.5 255 11.9 42.3

.. Data not available.

a) Usual hours of work less than 20 hours per week, except Australia, less than 21 hours, and Japan, less than 15 hours.
b) Usual hours of work less than 30 hours per week, except Japan, less than 35 hours.

¢) Actual hours.

d) 1996, 1986 in brackets.

e) Civilian employment.

f) Wage earners and salaried employees.
Sources: EUROSTAT, European Labour Force Survey; and national Labour Force Surveys.
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Table 1.A.5. Coefficients from logistic regression model? for likelihood
of employer-provided training, for men
Wage earners and salaried employees, aged 25 to 54 years
Age Working hours status . . Job tenure
(years) (usual weekly hours) Educational attainment (years)
Constant Less than Uner
25-29 30-34 35-39 40-44 45-49 50-54 Full-time  Part-time upper ppd Tertiary Less one 1-5 5 or more
secondary seconaary
Austria -3.86 - -0.44 -0.87 - -
Belgium -5.83 - 0.22 -0.64 -0.46 - 0.86 1.98 -
Denmark -3.18 - 0.31 0.28 -1.37 - 0.63 0.94 -
Finland -2.96 - 0.10 0.18 0.31 0.08 0.07 -1.15 - 0.39 1.41 - 0.22 0.05
Germany -5.38 - -1.24 -1.31 -1.00 - 0.56 - -0.91 -1.42
Hungary -6.84 - -0.26 0.18 -0.54 0.12 -1.06 0.22 - 1.33 2.06 - -0.50 -0.78
Ireland -3.45 - -0.09 -0.26 -0.26 -0.57 -1.29 - 0.05 0.47 - -0.74 -1.08
Italy -4.53 - -0.12 0.09 -0.28 0.39 - 1.18 1.04 - -0.04 -0.27
Netherlands —-4.03 - -0.37 -0.44 —-0.60 -0.83 -0.99 -0.49 - 0.98 0.81 - -0.13
Norway -2.58 - - 0.37 -
Sweden -2.36 - 0.21 -1.75 - 0.43 -
United Kingdom -1.81 - 0.10 0.19 0.10 0.12 0.36 -0.55 - 0.09 0.33 - -0.01 0.16
Unweighted average -3.90 0.01 -0.16 -0.39 -0.16 -0.59 -0.69 0.63 1.06 -0.33 -0.50
Establishment size Industrial sector
(employees) (NACE b)
1-10 11-19 20-49 50+ A C D E F G H | J K L M

Austria - 1.35 - 141 0.54
Belgium - 0.31 0.40 0.99 -0.53 1.15 -0.69 - 0.42 0.63 -0.34 0.81
Denmark - 0.32 1.04 -0.89 - 0.59 1.12 0.83 0.72
Finland - -0.33 -0.16 0.12 0.21 0.45 -0.59 - 0.57 -0.30 1.71 -0.15 1.03 -0.30
Germany - -0.68 0.31 1.21 1.49 -0.87 - -1.32 -1.27 0.52 0.77
Hungary - -0.15 0.17 0.25 1.49 0.50 1.84 2.63 0.90 - 0.38 2.38 2.53 2.88 2.27 251
Ireland - 0.75 0.63 1.09 -0.71 0.13 0.88 -0.25 - -0.83 -0.34 0.87 0.21 0.68 0.49
Italy - 0.17 0.72 0.59 -0.15 0.36 0.09 0.72 -1.52 - 0.20 0.41 0.71 0.08 0.07 0.43
Netherlands - 0.13 0.47 1.03 0.15 1.55 0.67 0.08 - -0.60 -0.15 0.78 0.11 0.04 0.09
Norway - 0.76 0.53 1.00 - 0.96 0.62
Sweden - 0.34 - -0.39 0.37 -0.48
United Kingdom - 0.11 -0.11 -0.16 0.54 -0.01 0.46 -0.10 - -0.16 0.08 0.14 0.12 0.18 -0.15
Unweighted average 0.11 0.28 0.44 0.29 0.79 0.30 1.08 -0.44 -0.25 0.20 1.09 0.31 0.66 0.45

— Category is included in the constant.
a) Parameters are significant at p < 0.05. If the cell is empty, the parameter is not significant.

b) NACE categories are:

A:

mmoo

G:

Agriculture, hunting, forestry and fishing H:
: Mining and quarrying
: Manufacturing

. Electricity, gas and water supply

Construction

Wholesale and retail trade, repairs

Source: EUROSTAT, European Labour Force Survey, 1997.

ZC XS

Hotels and restaurants

Transport, storage and communication

Financial intermediation

. Real estate, renting and business activities
: Public administration
. Other services.
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Table 1.A.6.

Coefficients from logistic regression model? for likelihood

of employer-provided training, for women
Wage earners and salaried employees, aged 25 to 54 years

Age Working hours status . . Job tenure
(years) (usual weekly hours) Educational attainment (years)
Constant Less than Upper
25-29 30-34 35-39 40-44 45-49 50-54 Full-time  Part-time upper ppd Tertiary Less one 1-5 5 or more
secondary seconaary
Austria -3.64 - 0.15 -0.35 -1.11 - -0.11 - 0.13 0.35 - -0.58 -1.09
Belgium -5.53 - - -0.73 - 0.47 1.47 - -0.26
Denmark -4.35 - 0.26 0.48 0.85 0.51 0.64 - -0.41 - 0.79 1.38 - 0.09
Finland -2.82 - -0.36 0.25 - -0.78 - 0.51 1.30 - 0.20
Germany —6.43 - - - 0.93 - -1.30 -1.95
Hungary -5.99 - -0.29 -0.82 -0.24 - -0.45 - 1.53 1.81 - 0.17
Ireland -3.24 - -0.56 —-0.46 - -0.21 - 0.35 - -0.86 -1.16
Italy -5.17 - —-0.36 - 0.24 - 0.93 1.20 - -0.27
Netherlands —4.44 - -0.07 -0.27 -0.26 -0.29 -0.39 - -0.44 - 0.76 0.52 - 0.51 0.25
Norway -3.22 - 0.73 0.64 0.55 - -1.00 - 0.71 1.63 -
Sweden -2.79 - 0.24 - -0.38 - 0.45 0.72 - -0.15
United Kingdom -1.87 - - -0.33 - 0.12 - 0.24 0.33
Unweighted average -4.12 -0.06 0.32 -0.05 0.13 -0.19 -0.42 0.66 1.04 -0.29 -0.44
Establishment size Industrial sector
(employees) (NACE b)
1-10 11-19 20-49 50 + A c D E F G H | J K L M

Austria - 0.37 0.93 -0.64 0.97 -1.00 - -1.16 0.39 1.10 0.64 0.22
Belgium - 0.37 1.60 - 114 1.09 0.57 -0.28
Denmark - 0.64 0.45 0.54 0.56 0.97 - 1.03 1.13 0.70 0.88
Finland - 0.25 - 1.31 0.63 0.56
Germany - - 1.47 1.33 1.44
Hungary - -0.42 0.21 0.72 - 1.03 0.81 194 1.20 1.34
Ireland - 0.70 0.71 - -0.55 0.64 0.69 0.84 0.60 0.62
Italy - 0.34 0.34 1.47 -0.15 - 1.17 1.04 1.48 1.01 1.26
Netherlands - 0.16 -0.30 0.35 -1.25 0.22 0.57 - -1.69 -0.29 1.28 0.42 0.65 0.21
Norway - 1.25 - 0.71 -0.63
Sweden - 0.48 0.46 - -0.71 0.59 0.74
United Kingdom - 0.13 1.23 - 0.26 0.28
Unweighted average 0.50 0.15 0.46 0.32 1.25 0.00 0.92 0.52 -0.32 0.62 1.09 0.45 0.81 0.71

— Category is included in the constant.
a) Parameters are significant at p < 0.05. If the cell is empty, the parameter is not significant.

b) NACE categories are:

A:

mmoo

G:

Agriculture, hunting, forestry and fishing
: Mining and quarrying

: Manufacturing

. Electricity, gas and water supply

Construction

Wholesale and retail trade, repairs

Source: EUROSTAT, European Labour Force Survey, 1997.

H: Hotels and restaurants

I: Transport, storage and communication

J Financial intermediation

K: Real estate, renting and business activities
L: Public administration

M: Other services.
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Annex 1.B

these small firms, but there is wide variation between countries.
e%imilarly, the exclusion of part-timers working in “other

Part-time earnings data used in this chapter are bas services” sector may bias the earnings results. From the ELFS it
largely on EUROSTAT's 1995 Structure of Earnings Survey. y 9 )

(SES), which covers 15 countries in Europe. The SES is aIS known that the “other services” sector includes a relatively

establishment survey capturing information on local units o er?]igh share of part-time workers. In 1996 across the 15 countries
: urvey capturing | : UnitS OPeTy, -\ hich ELFS data were available, part-timers made up 29 per

ating in industry (including construction) or services and havingcem of employment in “other services” but only 16 per cent of

10 or more employees. Agriculture, public administration and, , ., o o1ovment in all sectors [EUROSTAT (1997)]. About one
other services” i(e. certain community, social and personal . .. g : “ L

- ) in five part-timers worked in the “other services” sector.
services) are the primary excluded sectors. For Greece, only

industry is covered. Second, there are some variations in the classification of

The SES earnings data refer to remuneration in cash paiworkers according to their working hours. G_enerally, _the SES
directly and regularly by the employer at the time of each wagélePends on employer assessments of part-time working status.
payment, before tax deductions and social security contribution§oMe employers may classify workers according to their type of
payable by wage-earners and retained by the employer. contract rather than by an hours threshold. In some cases, due to
the national survey structure, a portion of very short hour part-
timers are not coverea(g.in Denmark). In others, hours data
* Al payments relating to this period including any over- are imputedé.g.in Finland) or non-standard definitions are used

time pay, shift premium, bonus, and commissions. (e.g.there is a 35 weekly hours threshold in Greece).
o Payments for overtime, allowances for team-work, night

work, week-end work, and commissions.

e Bonuses and allowances paid regularly in each pay perio
d Payments for periods of absence and work stoppage pai
for entirely by the employer.

The following elements are included:

With respect to the SES data for the United Kingdom,
here is a particular problem linked to the use of the New
dEarnings Survey (NES) as the basis of the sample. The LFS is
Iso used, but only to match in additional variables. The NES

) o _gives a comprehensive coverage of full-time adult employees.
Family allowances and _other gratuities fixed by collective However, its coverage of part-time employees is more limited
agreements or voluntarily agreed. because many of those whose earnings fall below the income tax
The following are not included: threshold are not covered by the survey. This mainly excludes
. Payments paid in this period but relating to other periods ertain women with part-time jobs as well as a small proportion
such as arrears or advances of pay for holiday or sicknesgf young people. These problems arise because the sample frame

absence outside this period. is one of individuals rather than firms and does not apply to the
e Periodic bonuses and gratuities not paid regularly at eacRther countries covered by the SES.
pay date. _ _ Additional earnings data are drawn from labour force sur-
. Payments for periods of absence paid by the employer at @eys (LFS) from Australia, Canada and the United States. The
reduced rate. LFS data are based on household surveys and therefore — being
. Statutory family allowances. based on the individuals’ assessments of hours worked — are not
i The value of benefits in kind. strictly comparable with the establishment data of the SES. The
. Allowances for work clothes or tools. LFS data cover employees without regard to establishment size;

. Reimbursements or payments for travelling, subsistencellis also limits their comparability with the SES data. The LFS
etc. expenses incurred in carrying out the employer’sdata refer to 1997 for Australia and Canada, and 1996 for the

business. United States.

The use of the SES for assessment of the situation of part- For Australia earnings are based on the last total pay from
time workers is subject to several important reservations. Firstwage and salary jobs prior to the intervieine(before taxation
part-timers are disproportionately represented in enterprises witand other deductions had been made). For Canada, the earnings
fewer than 10 employees, so the exclusion of these small firmare based on the usual wages or salary of employees at the
from the SES biases the results. If smaller firms pay relativelyrespondent’s main job, before taxes and other deductions, but
low wages, for example, then the exclusion may lead to arincluding tips, commissions and bonuses. For the United States,
upward bias in the part-time earnings estimates presented in thike earnings include wages, salary, commissions, tips, piece-rate
chapter. On average, European Labour Force Survey (ELFS)ayments, and cash bonuses earned, before deductions are made
data for 1997 show about 45 per cent of part-timers working infor taxes, bonds, pensions, union dues.
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In some cases, sources cited in the text draw on nationdbr career or job-related purposes. Under this condition, observa-
definitions of part-time working that are not based on a specificions were excluded if the main reason was personal interest or
hours thresholds, but rather on other criteria such as relativéother” purposes. Second, training was restricted to include only
hours thresholdse(g.usual working hours less than full-time). training or education financially supported by an employer.

For example, Houseman and Osawa (1995) note that part-time

work in Japan is generally defined by the Ministry of Labour as

work with fewer hours per day or days per week than regular The ELFS data are drawn from household surveys and the

workers, but may be based on an employer-classification offata set _used he!re covers 12 countries a_nd refers to 199_7. The
data set is comprised of grouped data, which masks a portion of

the variation. Due to differences in the questionnaires, the ELFS

training data are not strictly comparable between countries; for

more details, see the data discussion in Chapter 3. The ELFS

The training experience of part-time workers uses theguidelines define training as education or vocational training
International Adult Literacy Survey (IALS) and the European received during the four weeks preceding the survey and which
Labour Force Survey (ELFS). The IALS was a joint initiative of is relevant for the current or possible future job of the respondent
the OECD and Statistics Canada. The data presented here ref@UROSTAT (1996)]. Courses for personal interests, hobbies or
to 1994 and cover 11 OECD countries and regions. The IALSyeneral applicationg(g.driving lessons) are excluded. Respond-
combined a household survey approach with educational testingnts were generally asked to cite only what they considered to
to obtain information on individuals’ literacy. The question- be the most important instance of training or education. For
naires asked whether respondents worked mostly full- or partpurposes of the present analysis using the ELFS data, only
time during the preceding 12 months, defining part-time as lesemployer-provided training was considered. Employer-provided
than 30 hours per week. The IALS survey groups adult educatraining is relatively narrowly defined as “specific vocational
tion and training together in a broad definition that includestraining in a working environment”. This refers to training either
courses, private lessons, workshops, on-the job training anrceceived at the place of work or made available or paid for by the
other forms of structured learning. The respondents were askgikerson’s employer, but specifically excludes “dual system” or
about their training and education experiences over the prece@pprenticeship-type training. It also excludes employer sup-
ing 12 months and were able to describe up to three instanceported education and some other training that might be consid-
For the present analysis, training was approached by applyingred as employer-provided. For the analysis using the ELFS
two alternative conditions to the data set. First, training wasdata, part-time status was defined as normal working hours of
restricted to include only training or education taken primarily 1 to 29 hours per week.

workers and not necessarily linked to reduced hours.
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Chapter 2

The potential incompatibility of employment protection legislation (EPL) with labour market flexibility has occa-
sioned much debate and a growing body of research. The central question has been whether excessively strict EPL h:
been an important contributor to the persistently high unemployment experienced in many OECD countries since the early
1980s. But empirical research to date has not provided a clear-cut answer to this question. Part of the reason for this is th:
most of the cross-country research has used data on EPL at one point in time and this data base is now increasing
outdated.

New data are presented here that describe the EPL legislation and practices currently prevailing in 27 OECD coun:-
tries. The resulting portrait shows that such legislation and practices differ substantially across countries, with EPL being
most strict in southern Europe, France, and Germany, and least restrictive in English-speaking countries. When these da
for the late 1990s are compared with analogous data for the late 1980s, it is shown that there generally have not been larg
shifts in overall EPL strictness. However, a number of countries have liberalised significantly the regulation of temporary
employment in the past ten years, while a smaller number have liberalised EPL for regular employment or tightened
specific components of EPL.

These new data provide the basis for a reassessment of the links between EPL and labour market performance. Co
sistent with prior studies, there appears to be little or no association between EPL strictness and overall unemployment
However, EPL may be more strongly associated with the level of employment and the demographic composition of
employment and unemployment. Simple bivariate associations suggest that stricter EPL raises employment for prime-ag
men but lowers employment for youths and women, with the overall effect being a net reduction. Similarly, youths and
perhaps women appear to bear a larger share of the burden of unemployment. However, these associations tend to
weaker or entirely absent when multivariate techniques are used to control for other factors that influence employment anc
unemployment levels. The evidence is more robust for EPL tending to increase self-employment and lower turnover rates
in the labour market. The latter result implies that fewer individuals become unemployed in those countries where employ-
ment protection is stricter but once unemployed, they have a higher risk of remaining unemployed for a long period of
time.
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Chapter 2

performance. It extends prior research in two ways. First, it
] . . _presents new data describing EPL in the late 1990s. Until
_ Employment protection regulation raises especiallyyow, much analysis of this topic has relied on the com-
difficult questions in a period of rapid and pervasive €COparative data first developed by Grubb and Wells (1993)
nomic change. Some features of the current economig,g then extended for the OECIbbs Study[OECD
environment, including rapid shifts in technology, innova—(lggéa)]_ These data are now increasingly out of date,
tive forms of business organisation, flexible workplacegjnce they describe EPL in the late 1980s. The new data
practices (see Chapter 4) and intense competitive pregpgate this information to reflect conditions in the late
sures, have resulted in a heightened perception of job ins§ggos and are used to assess the extent to which policy
curity in many OECD countries. Even as fears of job 10SSeforms during the past decade have changed employment
reinforce the demand for public and private measures tyotection practices. The EPL data for the late 1990s also
enhance job security, itis sometimes asserted thatit may R&,er more OECD countries than the earlier data and
difficult to reconcile such protection with the flexibility incorporate regulations relating to collective dismissals
required for firms and national economies to prosper todayyhich were not previously covered.

The potential incompatibility of employment protec- Secondly, the chapter uses this new, richer data base

tion legislation (EPL) with labour market flexibility has . .

. . to reassess the relationship between employment protec-
motivated a large body of researtfihe central question . . :

. . tion and labour market performance. The main question
has been whether excessively strict EPL has been an _ . . .
. . ; . examined is whether a greater degree of EPL strictness
important contributor to the persistently high unemploy-
. . . . affects employment and unemployment outcomes aver-

ment experienced in many OECD countries since the earl

1980s. The OECD has previously reviewed this issue sevx—ged over a number of years. However, two aspects of the

eral times [OECD (1993, 1994 1997%)]. Robust esti- potential impact of EPL on labour market performance that
mates of the impact c;f EP,L on e'mployment andpreviously have not received much attention are also

unemployment have proven elusive, but the internationa"flddressed' First, the chapter attempts to identify those

comparisons presented in these and related studies ha%sepemS of employment protectiang. procedural require-

documented statistical associations between stricter EP.'ITJentS' not_|f|cat|on pe_rlods or severance pay) that a_re_most
important in accounting for any identifiable associations
and several measures of labour market performanc

. . . %etween overall measures of EPL strictness and labour
including greater prevalence of long-duration unemploy-

ment and temporary jobs. The OEQDbs Studyncluded market performa_nce. Se_cond_, the newly assemble(_j data
. are used to examine possible links between changes in EPL

a recommendation that governments assess whether .

. . nd changes in labour market performance.

employment protection regulation should be relaxed®

[OECD (1994)]. A certain number of OECD countries

have initiated reforms along these lines [OECD (183938

but an overall assessment of the resulting shifts in EPL

strictness and their impact on labour market performance ~ 1he main findings of the chapter are:

has been lacking to date. * There is significant international variation in
This chapter reassesses employment protection reg- employment protection, both with respect to the
ulation in OECD countries and its links to labour market overall level of EPL strictness and with respect to the

1. This chapter follows the literature in using EPL as a compact acronym for employment protection regulation generally. It must be emphasised,
however, that this is intended to refer to all types of employment protection measures, whether grounded primarily in legislation, court rulings,

collectively bargained conditions of employment or customary practice.
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2. Infact, on certain aspects of EPL, employers in countries with few formal legislative requiremende rizeyoface as many constraints as those

in countries with strict legislation.

relative emphasis placed on the different components
of regulation.

The southern European countries stand out for hav-
ing relatively strict employment protection, along
with France and Germany. At the other extreme, reg-
ulation is least restrictive in the United States, thee
United Kingdom, New Zealand and Canada.

Between the late 1980s and the late 1990s, there was
considerable continuity in EPL practices in most
countries. The major exception to this picture of con-
tinuity is that a number of countries liberalised sig-
nificantly the regulation of employers’ use of fixed-
term contracts and the operation of temporary work
agencies.

Although the most common patterns were either sta-
ble EPL strictness or some easing, several countries
tightened specific aspects of their regulations. For
example, Spain tightened restrictions on the use of
fixed-term contracts, but simultaneously loosened
EPL for regular contracts and temporary agency
work. Only in France does overall EPL strictness
appear to have increased somewhat since the late
1980s, mainly due to additional restrictions in the
areas of fixed-term contracts and temporary agency
work.

Practically all countries enforce additional require-
ments on employers in the case of collective dismiss-
als. In most countries, these provisions represent a
modest increment to the protection already afforded
workers in the case of individual dismissals. How-
ever, the added requirements are quite important ill\
Belgium, the Czech Republic, Italy, Mexico, Poland
and Switzerland.

prime-age women, youths and older workers.

Regression analysis confirms that EPL may have a
positive effect on the employment rate for prime-age

men, but provides only weak evidence for a negative
effect on other groups.

Stricter EPL is strongly associated with higher rates
of self-employment, even when other factors are
controlled for. However, the new data do not support
earlier findings that the combination of strict EPL for
regular employment together with unrestrictive EPL
for temporary employment encourages an expansion
in temporary employment. This finding is contrary to
expectations and may indicate that too little time has
passed since a number of countries have liberalised
the regulation of temporary employment for these
changes to be reflected in a higher share of temporary
contracts in total employment.

Stricter EPL is associated with lower turnover in the
labour market, with both jobs and unemployment
spells tending to last longer. Fewer workers experi-
ence unemployment in any given year in countries
with stricter EPL, but those becoming unemployed
have a greater probability of remaining unemployed
for a year or more.

Definitions and historical context

Employment protection refers both to regulations con-

Simple, cross-country comparisons suggest that EPkerning hiring é.g.rules favouring disadvantaged groups,
has little or no effect on overall unemployment, but conditions for using temporary or fixed-term contracts,
may affect its demographic composition. In countriestraining requirements) and firinge(g.redundancy proce-
where EPL is stricter, unemployment tends to bedures, mandated prenotification periods and severance pay-
lower for prime-age men but higher for other groups,ments, special requirements for collective dismissals and
especially younger workers. However, this lattershort-time work schemes). Various institutional arrange-
finding must be regarded as tentative, since it is Nonents can provide employment protection: the private mar-
supported by the evidence from the multivariateket, labour legislation, collective bargaining agreements
regressions, except in the case of stricter EPL havin@nd, not the least, court interpretations of legislative and
a negative impact on the unemployment of prime-age:ontractual provisions. Some formsaé factoregulations
men. are likely to be adopted even in the absence of legislation,
The employment-to-population ratio for the work- simply because both workers and firms derive advantages
ing-age population tends to be lower in countriesfrom long-term employment relatiodsAccordingly, the
with stricter EPL, but this pattern reverses for prime-collection and use of available data in this chapter go beyond
age men, suggesting that any negative effects of EPh narrow concept of employment protectiegislationand

on overall employment are concentrated amondollows a broader definition ofegulation which aims to
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incorporate prevailing protective standards whatever theitemporary or “casual” employment contracts, which are
origin. extensively used in such countries as Spain, Australia and

For example, any comparative analysis of the struc-':_inland' In'addition, in recent years mo§t 'countries have
ture of employment protection regulation has to considefither legalised or eased remaining rest.rlctlons (for exam-
that legislation and collective bargaining are linked in var-PI€ On sectoral scope or contract duration) for temporary
ious ways. Legislation may set only minimum standard<Vrk agencies (TWAs). By contrast, a few countries have
which are extended by collective agreements. Nationgfontinued to tighten specific components of EPL.
administrations, in turn, may make collective agreements/@Ple 2.1 gives some illustrations of major initiatives
including those with more stringent employment protec_unqertaken by selected cquntrles to glther .tlghten or ease
tion provisions than originally set through legislation, gen-tN€ir employment protection regulations since the mid-
erally binding by extending them throughout a particularlgSOs'
sector or the total economy, thus giving their provisions a
quasi-legal charactérSimilar links exist between legisla- Sources of information and methodology

tion and judicial practicese(g.compensation for unfair The analysis of EPL in this chapter follows, to some

dismissal set by the courts can deviate widely from mi”im%xtent, the method chosen by Grubb and Wells (1993) who

set out in legislation].While they refer mainly to legisla- ,seq 4 |arge number of indicators to attribute scores and
Five provisions, the short descriptions of cpuntry practice$anks to a subset of (European) OECD countries, based on
in Annex 2.A show to what extent collective agreementsyg sjtyation in the late 1980s. That analysis was later

and judicial practices have been taken into account in COMsypanded in the OECDobs StudyOECD (1994)]. The

structing the data base. However, it is important to keep iRpanter uses many of the same indicators to measure the
mind that non-legislated employment protection tends tQyictness of employment protection in the late 1990s,

be more difficult to measure and may therefore be undefggrepy allowing comparisons over time. The indicators

weighted in the information presentéd. refer to the protection of regular workers against dismissal
Although foundations were sometimes laid beforeand the regulation of temporary work. In addition, a
the Second World Ware(g.legislated notice periods in number of new indicators for the regulation @dllective
Germany, bargained seniority rules in the United Statesjismissals were developed, thus allowing an even broader
strong government supervision of employment relationbasis for positioning countries along an overall “strictness”
ships in Portugal and Spain), much of the currently pre<riterion.
vailing employment protection regulation was introduced Due to the multi-dimensional nature of employment
between the 1950s and 1970s. The recession following thegjation and the sometimes ambiguous information
1973 oil shock gave an additional impetus to governmentgijaple, the construction of current EPL indicators and
and labour relations systems to adopt various protectiVgrinhution of country scores faces many of the same dif-
measures, including in the area of collective dismissalgicities encountered by prior research. Tables 2.2 to 2.5
(see, for example, the 1975 EC Directive on collectiveyny chart 2.1 present summary information for 27 coun-
redundancies, which subsequently shaped EC Membgfies ang 22 indicators that aims to be as representative of
states’ legislation). Since then, the broad evolution hag, rent standards as possible, taking into account available
been towards de-regulation [see OECD (1986) anghsi-country surveys of regulatory provisions, as well as
Buchtemann (1999 for an historical overview]. information made available by OECD member govern-
However, countries have chosen quite differentments. The analysis therefore relies upon almost 1 200 data
deregulatory paths, with some focusing on the relaxatiomoints, although for certain countries, information gaps
of procedural requirements and others allowing more varieould not be filled satisfactorily. Variables are expressed
ety in employment contracts. An important developmentither in units of time €.g.delays before notice becomes
over the past two decades was the spread of fixed-term areffective, or months of severance pay as differentiated by

3. As OECD (1994) has shown, such extension practices are particularly pervasive in Austria, Belgium, France and Portugal, while they are practi-
cally non-existent in Japan, Norway, Sweden, the United Kingdom and the United States.

4. For example, in Belgium certain formulae have been developed by the judicial system to determine compensation awards for white-collar employ-

ees which take into account previous salary, age and length of service.

5. For example, the indicators presented in this chapter can take little account of the subtleties of actual enforcement of EPL. Although a country may

have legislated strong protective standards, these may be unevenly enforced because workers are not informed about them or because they may f
intimidated or lack the necessary resources to take judicial action in cases of perceived violation. The increasing role of jurisprudence in EPL mat-
ters may also lead to regional disparities in enforcement. In addition, at least in some countries, court rulings may be affected by underlying labour
market conditions, for example when taking into account the difficulty of finding new jobs in high unemployment areas or cyclical downswings
[see Bertolzet al. (forthcoming)].
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Table 2.1.

the mid-1980s

Tightening of EPL

Employment protection legislation: illustrative changes since

Relaxation of EPL

Permanent workers

Finland

France

Germany

Korea

Portugal

Spain

Sweden

United Kingdom

United States

1991

1996

1986

1989

1993

1993

1996

1999

1998

1989/1991

1994

1997

1993

1995/1997

1985

1988

Legislation required that collective redundancies
be accompanied by “social plans”.

Statutory requirements about the contents
of “social plans”.

Statutory notice periods for blue-collar and white-
collar workers were equalised. This increased
average notice periods for workers with over

10 years tenure.

Employment threshold for unfair dismissal
protection was lowered again to 5 employees per
establishment.

Employers were again bound by “last-in-first-out”
rule, but possibilities to modify the order

of dismissals through collective bargaining were
strengthened.

Employees in firms with more than 100 workers
affected by plant closures or mass lay-offs must be
given 60 days’ notice.

Procedural delays before notice can become
effective were shortened from about 2 months
to 1-2 weeks.

Period of notice was shortened from 2 to 1 month
for workers with tenure below one year.

Prior administrative authorisation for dismissals
for economic reasons was abolished.

The employment threshold at which protection
against unfair dismissal applies, was raised from
5 to 10 full-time employees per establishment.

Legal permission granted for dismissal “for
managerial reasons”, i.e. redundancy and
economic restructuring.

Firing restrictions eased through a wider range
of admissible lay-off motivations and the abolition
of prior authorisation of collective dismissals.

Prior administrative authorisation for dismissals
for economic reasons was abolished. Objective
grounds for collective redundancies extended and
procedural requirements made less
time-consuming.

Maximum compensation pay for unfair dismissal

was reduced from 45 to 33 days per year
of service.

The “last-in-first-out” rule was relaxed: employers
may retain two workers of their own choice in
redundancy situations.

The period of service to claim unfair dismissal
increased to two years.
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Tightening of EPL

Employment protection legislation: illustrative changes since
the mid-1980s (cont.)

Relaxation of EPL

Temporary workers

Belgium

France

Germany

Italy

Korea

Spain

Sweden

Early

1990s

1985/1986

1990 Tightening of reasons under which temporary
agency work and fixed-term contracts are
allowed, and reduced time limits for overall
duration.

1985

1990s

1987

1997

1998

1984

1994 Tightening of reasons under which fixed-term
contracts are allowed.

1993

1997

Fixed-term contracts possible without specifying
an objective reason.

Number of permissible renewals as well as
overall duration of fixed-term and temporary
agency contracts were progressively widened.

Substantial relaxation of restrictions for
fixed-term contracts.

Fixed-term contracts possible without specifying
an objective reason.
Number of permissible renewals as well as

overall duration of fixed-term and temporary
agency contracts were progressively widened.

Fixed-term contracts could be used more widely
through collective agreements specifying target
groups and employment shares.

Temporary work agencies were admitted on an
experimental basis.

Temporary work agencies were widely liberalised.
Substantial relaxation of restrictions for
fixed-term contracts.

Temporary work agencies permitted.

Temporary work agencies permitted.

Fixed-term contracts possible without specifying
an objective reason, where no more than five
employees are covered by such contracts
simultaneously.

Source: See Annex 2.A.
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employee tenure), or as scores on ordinal scales devisediding the measures in Table 2.4 for collective dismissal
specifically for each indicator (0 to 2, 3, 4 or simply regulation. While the former allows a comparison of the
yes/no). The reader is referred to Annex Tables 2.A.1 tdate 1990s with the late 1980s, the latter refers only to the
2.A9 for a fuller overview of the data and methodscurrent situation. The scatter plots in both tables of
employed In the process of updating and expanding theChart 2.1 further illustrates the changes in countries’ EPL
OECD Jobs Studytabulations, a certain number of revi- strictness over time.

sions were made to the original values attributed for the

late 1980<.In addition, a different technique was used inB.  Current standards in employment

calculating summary measures of EPL strictngss. protection regulation

First, as shown in Table 2.2 Panel A, values and
scores were attributed for 12 indicators referring to theProtection of regular workers against dismissal
strictness of dismissal regulation fimgular or permanent

workerswhere either quantitative information was avail- i Table 22tp rdqv!c;es le;_closfer I??k atthe sztent Olf pro-
able or valid qualitative assessments of regulator)}eC lon againstindividual dismissa for a regular employee.

constraints could be made. Strictness of regulation is broF-)frtOtECtlon prt (;\.”S:Ens vary Wllcljetl)y lI) etwtienf coun.trlesf. and
ken down by procedural requirements, notice and sevefien vary within them, as wetl, by length ot service, firm

ance pay and unfair dismissal provisions. Next, Table 2.3?iz.e’ employee status (bIue-collar/white-col!ar) and the
Panel A shows the values and scores attributed to countrig&IStence or not of an employee representative body.
for six indicators referring to the regulation tked-term Three broad areas were identified as being indicative
contracts and temporary agency woilke indicators refer  of the strictness of dismissal protection: procedural incon-
to the restrictions on the use of such “non-standard” workeniences which the employer faces when trying to dis-
arrangements, both as regards the definition of cases amdiss employees; notice and severance pay provisions; and
sectors where they are allowed, and their use over time, gegevailing standards of and penalties for unfair dismissal.
measured by the possibility for renewals and overall duraFirst, employers’ ability to dismiss may be restricted by
tion. Table 2.4 presents four measures for the strictness ofrtain procedural requirementshat must be followed
collective dismissalregulation, to the extent that the from the decision to dismiss up to the actual termination of
requirements for employers (such as notification ofthe contract. Countries are scored according to the delay
employee representatives, additional delays, social comrvolved before notice can start (for example, because
pensation plans, etc.) go beyond those conditions laithere has to be a sequence of previous warnings, or because
down for individual redundancy dismissal. This latteran interview has to be scheduled with the employee),
table, therefore, is meant to highlight only incrementalaccording to whether a written statement of the reasons for
requirements triggered by the “collective” nature of dis-dismissal must be supplied to the worker in question,
missal (as defined by countries in various ways). whether a third party (such as a works council or the com-
Finally, all three tables provide the inputs for the petent labour authority) must be notified or consulted and

construction of an overall EPL indicator in the right-handWNether dismissal cannot proceed without the approval of

columns of Table 2.5. Two versions of an overall indicator® third party.
are presented: one combining the indicators for regular ~ The country ranking (figures in brackets in Panel B)
employment and temporary contracts; and a second orghows that the Netherlands is the most restrictive country on

6. The values and scores for the 22 EPL indicators used in this chapter are based on a variety of national sources as well as multi-country surveys b
Watson Wyatt Data Services [Watson Wyatt (1997, 1998)], Incomes Data Services [see IDS (1995, 1996, 1997)], and the European Commissior
(1997a). OECD governments provided additional information, based on a request for information from the OECD Secretariat.

7. In some cases, where information had previously not been available, values were attributed retroactively; in others, previously attésuted valu
were based on inaccurate or incomplete information and were revised; in yet other cases, certain regulatory features were more stringently definec
and the resulting assumptions also applied retroactively. For example, a delay of six days was assumed when a warning procedure prior to notic
was required by legislation or jurisprudence. Similarly, the indicator used in the QBB® Studppecifying whether in the case of temporary
agency work the “final user” can terminate the employment relationship at any moment, was abandoned due to the legal complexities involved, in
particular where there is a triangular relationship between the worker, the temporary agency and the user company.

8. The OECDJobs Studyanked countries on each individual indicator and constructed a summary ranking by taking an arithmetic average across
rank positions and then ranking the averages themselves (so-called “rank of averaged ranks” technique). This approach has not been considere
appropriate for making comparisons over time. Therefore, a different technique is used in this chapter to calculate summary measures. First, coun
tries were assigned scores from 0 to 6 on each of the 22 indicators, with higher values representing more strict regulation. Next, summary scores b
main area (3 areas for individual dismissal, 2 for temporary work, and 1 for collective dismissal) were established by taking the average of individ-
ual scores per indicator. Finally, in Table 2.5 summary scores by main area were combined into comprehensive summary scores from which rank:
ings of countries’ overall EPL strictness have been derived. For a more detailed explanation of the construction of summary scores, including the
weights attributed to different indicators, see Annex 2.B.
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Table 2.2.

Regular procedural
inconveniences ?

Panel A: Values of the indicators?

Notice and severance pay for no-fault individual dismissals by tenure categories ¢

Indicators of the strictness of employment protection for regular employment

Difficulty of dismissal

. . Unfair
Noti ri fter veran fter ; ; iemi
Delay otice perfod afte Severance pay afte Definition Trlzl fperlod dismissal Extent of
Procedures @ to start of unfair r e_t())_rlgt con:pen— reinstate-
of notice® dismissal f eligioriity sation ment "
9 months 4 years 20 years 9 months 4 years 20 years arises at 20 years
of tenured
Scale 0 to 3 Days Months Scale 0 to 3 Months Scale 0 to 3
Late Late | Late Late | Late Late | Late Late | Late Late | Late Late | Late Late | Late Late | Late Late | Late Late | Late Late | Late Late
1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s | 1980s 1990s
Central and Western
Europe
Austria 20 20 90 90|10 10|12 12|25 25 (00 00|20 20 90 90| 10 1.0 10 10150 150 10 1.0
Belgium 05 05 15 15|20 20|28 28|90 90|00 00|00 00 00 00|00 0.0 33 33(125 150| 0.0 0.0
France 15 18 (120 120|110 10|20 20|20 20|00 00|04 04 27 27|15 15 16 161|150 150(| 00 0.0
Germany 25 25 (170 170 10 10 |10 10| 45 70 |00 00 |00 00 00 00|20 20 6.0 60240 240| 15 15
Ireland 15 15 45 45102 03|05 05|20 20|00 00902 02 22 22|00 00 |120 120|240 240 | 10 10
Netherlands 30 30 (380 320(06 10 |10 10|53 30|00 00|00 00 00 00|15 15 20 20| 60 180| 10 10
Switzerland 05 05 10 10|10 10|20 20|30 30|00 00 {00 00 20 20|00 00 20 20| 60 60| 00 0.0
United Kingdom 10 1.0 20 20|02 02|09 09|28 28|00 00|05 05 24 24|00 00 |240 240| 80 80| 00 00
Southern Europe
Greece 20 20 10 10|06 05|17 15|90 80|03 03|09 10 46 58| 05 05 20 30150 158 | 20 20
Italy 15 15 10 1003 03|11 11|22 22|07 07|35 35 |180 180 | 00 0.0 08 08325 325| 20 20
Portugal 25 20 | 210 210 20 20|20 20|20 20|30 30| 40 40 |200 200 30 20 10 20200 200 | 30 25
Spain 23 20 |400 10|10 10|30 10|30 10|05 05|26 26 |120 120 20 20 17 25350 220( 00 0.0
Turkey 20 20 10 1.0 1.0 2.0 2.0 0.0 4.0 20.0 0.0 2.0 26.0 0.0
Nordic countries
Denmark 05 05 10 10|16 18 |28 30 |50 43|00 00|00 00 15 15|00 0.0 15 15| 90 120 10 10
Finland 18 18 (560 110| 20 10|20 20 |60 60|00 00|00 00 00 00|00 15 40 40120 120| 00 0.0
Norway 15 15 20 20|10 10|10 10 |50 50|00 00|00 00 00 00|25 25 10 110|150 150 20 20
Sweden 20 20 |150 150( 10 10 | 40 30|60 60|00 00|00 o00 00 00| 20 20 6.0 6.0 (320 320| 1.0 10
Transition
economies
Czech Republic .. 20 7.0 2.0 25 25 1.0 1.0 1.0 2.0 3.0 8.0 2.0
Hungary .. 10 13.0 1.0 1.2 3.0 0.0 1.0 5.0 0.0 3.0 10.0 2.0
Poland .. 20 13.0 1.0 3.0 3.0 0.0 0.0 0.0 0.0 1.8 3.0 2.0
North America
Canada 0.0 0.0 10 10|05 05|05 05|05 05|00 00|02 02 13 13|00 00 30 30 .. 10 1.0
Mexico .. 10 .. 10 .. 00 .. 00 .. 00 .. 30 .. 30 .. 30 .. 30 16.0 .. 10
United States 0.0 0.0 10 10|00 00|00 00| OO 00|00 00|00 00 00 00| 00 0.0 05 05
Asia and Oceania
Australia 05 05 10 10|02 02|07 07|12 12|00 00 |10 10 10 10|00 00 . .. |15 15
Japan 15 15 30 30|10 10|10 10|10 10|00 00 | 15 15 40 40| 20 20 260 26.0| 20 20
Korea 25 18 .. 320 1.0 1.0 10| 00 00 | 20 20 6.0 6.0 2.0 . . . 2.0
New Zealand 08 08 70 7.0 0.5 0.5 0.5 0.0 15 5.0 0.0 2.0 1.0
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Table 2.2. Indicators of the strictness of employment protection for regular employment (cont.)
Panel A: Values of the indicators?

Data not available.

In addition to the notes below, see the further explanation of the indicators in Tables 2.A.1 to 2.A.9.

Procedures may be legislated, set through collective bargaining or generally considered necessary because without them the employer's case will be weakened before the courts, if a claim
for unfair dismissal is made.

Information based mainly on legal regulation, but also, where relevant, on averages found in collective agreements or employment contracts. Where relevant, calculations assume that the worker was
35 years old at the start of employment. Averages are taken where different situations apply (e.g. blue-collar and white-collar workers; or dismissals for personal reasons and for redundancy).
Procedures are scored according to the scale 1 when a written statement of the reasons for dismissal must be supplied to the employee; 2 when a third party (such as a works council or the competent
labour authority) must be notified; and 3 when the employer cannot proceed to dismissal without authorisation from a third party.

Estimated time includes an assumption of 6 days in case of required warning procedure prior to dismissal (although such time periods can be very diverse and may range from a few days to several
months). One day is counted when dismissal can be notified orally or the notice can be directly handed to the employee, 2 when a letter needs to be sent by mail, and 3 when a registered letter needs to be
sent.

Scored 0 when worker capability or redundancy of the job are adequate and sufficient grounds for dismissal; 1 when social considerations, age or job tenure must when possible influence the choice
of which worker(s) to dismiss; 2 when a transfer and/or retraining to adapt the worker to different work must be attempted prior to dismissal; and 3 when worker capability cannot be a ground for dismissal.
Where relevant, calculations assume that the worker was 35 years old at the start of employment and that a court case takes 6 months on average. Averages are taken where different situations apply
(e.g. blue-collar and white-collar workers).

The extent of reinstatement is based upon whether, after a finding of unfair dismissal, the employee has the option of reinstatement into his/her previous job even when this is against the wishes of the
employer. The indicator is 1 where this option is rarely made available to the employee, 2 where it is fairly often made available, and 3 where it is always made available.

Sources: See Annex 2.A.
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— Table 2.2. Indicators of the strictness of employment protection for regular employment —
Panel B: Summary scores by main area® b

Regular procedural Notice and severance pay Difficult Overall strictness
igconvgniences for noéfizlrjrlltis'srﬁév'dual of dismissyal of pr(gg%“gga?sgamﬁ
Late 1980s Late 1990s Late 1980s Late 1990s Late 1980s Late 1990s Late 1980s Late 1990s
Central and Western Europe
Austria 2.5 (15) 25 (18) 2.0 (14) 2.0 (19) 3.3 (12) 3.3 (16) 26 (12) 26 (17)
Belgium 05 (3) 05 (3) 2.3 (16) 23 (22) 1.8 (6) 1.8 (5) 1.5 (6) 15 (6)
France 25 (15) 2.8 (20) 15 (10) 15 (13) 2.8 (10) 2.8 (14) 23 (9 23 (14)
Germany 35 (18) 35 (24) 1.0 (4) 13 (8) 35 (14) 3.5 (20) 2.7 (13) 28 (21)
Ireland 2.0 (11) 20 (12) 08 (2) 08 (2) 20 (7) 2.0 (6) 16 (8) 16 (8)
Netherlands 55 (22) 50 (27) 1.0 (4) 1.0 (4) 2.8 (10) 3.3 (16) 3.1 (18) 3.1 (25)
Switzerland 05 (3) 05 (3) 15 (9) 15 (12) 15 (3) 15 3) 1.2 (5) 1.2 (5)
United Kingdom 1.0 (7) 1.0 (7) 1.1 (7) 1.1 (6) 03 (1) 03 (1) 08 (2) 08 (2)
Southern Europe
Greece 2.0 (11) 20 (12) 2.4 (17) 22 (21) 33 (12) 3.0 (15) 25 (11) 2.4 (16)
Italy 15 (9) 1.5 (10) 29 (18) 2.9 (25) 4.0 (17) 40 (23) 2.8 (16) 28 (23)
Portugal 4.0 (19) 35 (24) 5.0 (20) 5.0 (27) 5.5 (20) 45 (26) 4.8 (20) 4.3 (27)
Spain 4.8 (20) 20 (12) 3.1 (19) 2.6 (23) 3.8 (15) 3.3 (16) 39 (19) 26 (18)
Turkey 2.0 (11) 20 (12) . 3.4 (26) . 25 (12) . 26 (19)
Nordic countries
Denmark 05 (3) 05 (3 2.0 (15) 19 (18) 23 (9) 23 (8) 16 (7) 16 (7)
Finland 4.8 (20) 2.8 (20) 19 (13) 14 (11) 15 (3) 23 (8) 2.7 (14) 21 (11)
Norway 1.5 (9) 1.5 (10) 1.1 (8) 11 (7) 45 (19) 45 (26) 2.4 (10) 24 (15)
Sweden 3.0 (17) 3.0 (22) 1.7 (11) 16 (14) 3.8 (15) 3.8 (22) 2.8 (17) 28 (22)
Transition economies
Czech Republic . 25 (18) . 2.7 (24) . 3.3 (16) . 2.8 (24)
Hungary .. 20 (12) . 1.8 (15) . 25 (12) . 2.1 (10)
Poland .. 3.0 (22) . 1.4 (10) . 23 (8) . 22 (12)
North America
Canada 0.0 (1) 0.0 (1) 08 (2) 08 (2) 20 (7) 2.0 (6) 09 (3 09 (3
Mexico .. 1.0 (7) . 2.1 (20) . 3.7 (21) . 23 (13)
United States 0.0 (1) 0.0 (1) 0.0 (1) 0.0 (1) 05 (2 05 (2) 02 (1) 02 (1)
Asia and Oceania
Australia 05 (3) 05 (3) 1.0 (4) 1.0 (4) 15 (3) 15 (3) 1.0 4) 1.0 (4)
Japan 2.0 (11) 20 (12) 18 (12) 1.8 (16) 4.3 (18) 43 (25) 2.7 (15) 2.7 (20)
Korea .. 3.8 (26) . 1.8 (16) . 4.0 (23) . 3.2 (26)
New Zealand 1.3 (8) 1.3 (9) . 1.4 (9) . 2.3 (11) . 1.7 9)

Data not available.
a) The summary scores can range from 0 to 6, with higher values representing stricter regulation. Their calculation is explained in Annex 2.B.
b) Figures in brackets show country rankings. All rankings increase with the strictness of employment protection.
Source: See Table 2.2, Panel A.
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the indicator of regular procedural inconveniences, followedtands out somewhat as having further increased its regu-
by Korea, Germany and Portugal, while Canada and thktion in the area since, in the process of harmonising
United States are the least restrictive. In the Netherlands, r@otice periods for blue-collar and white-collar workers, it
long-established dismissal procedure requires authorisationcreased the length of notice for long-tenure workers. By
by the public employment service; not only does this pro-contrast, mandated notice periods seem to have decreased
cedure tend to be lengthy, but a certain number of requesis Spain and Finland, while the Netherlands increased its
are turned down annuafyThe Korean score is affected by minimum and decreased its maximum periods.

the long consultation period with employee representatives . .
. - : : Further requirements may be faced by employers in
in case of dismissal for economic reasons, a feature intro-

. . : cases of “unjustified” or “unfair” dismissal. Practically all
duced into Korean law in early 1998 when economic redun- . . : -
dancy was first recognised as a valid reason for dismissaPI.ECD countnes_ have legislated re_med|es dofair d's.'
missal*! The third summary area in Table 2.2, entitled
The Netherlands also had the most restrictive rank iffdifficulty of dismissal”, shows the constraints which
the late 1980s, followed by Finland and Spain. The lattearise. The length of the trial period is important because,
two countries have considerably eased restrictions sinagithin this period, unfair dismissal claims can usually not
then, particularly in terms of the delays required for con-be madeé? Next, many countries consider a dismissal as
sultation before notice can start. Chart 2.1, Panel A, prounfair if the employer cannot demonstrate appropriate pre-
vides a further illustration of the easing of regulations byvious efforts to avoid it€.g.through in-house transfers or
these two countries concerning procedural inconvenre-training) or when social considerations, age or job ten-
iences. ure (e.g.thelast-in, first-outrule) have not been followed.
Courts may also order reinstatement after a finding of

Consider nexnoticeandseverance pagequirements unfair dismissal, or award high compensation payments in
in Table 2.2. Many entries in Panel A are composite values ' 9 b bay

. L . excess of regular severance pay. Maximum compensation
of different situationsg.g.for blue-collar and white-collar 9 pay b

L cpayments are particularly high in ltaly and Sweden,
workers, or for dismissals for personal reasons and for ec lthouah in the United States damaaes awarded by some
nomic redundancy (see Annex 2.A, Tables 2.A.2 and 2A% 9 9 y

for details). Where there are differences between these Ca&gurts n wrongful termlnauon cases have exceeded cor-
) L i . responding payments in other OECD countfies.
egories, termination costs tend to be higher for white-collar

workers and for redundancies. All countries, apart from the Norway, Portugal and Japan stand out as offering the
United States, apply regular notice periods, but only twohighest employment protection on the summary indicator
thirds provide for severance pay for long-service employeesdifficulty of dismissal”, with the United States and the
With few exceptions, there is also a tendency for countrie®nited Kingdom at the opposite end of the spectrum.
with high severance pay requirements to offer little in termsNorwegian courts have restricted dismissal for personal
of notice periods, and vice versa. reasons mainly to cases of material breach of the employ-
Turning to country rankings, the southern Europeanme.nt c.ontract (disloyalty, p_ersistent absenteeism,.etc.),
countries tend to have the highest requirements (Portugavl\fh”? dismissals for economic reasons are automgucal!y
. . Unfair where the employee could have been retained in
followed by Turkey and Italy), while the United States, .
Canada and Ireland are among the least restriétiTde another capacity.
Netherlands also ranks low on this indicator, which is in Compared with the late 1980s, Portugal has become
stark contrast to its comparative strictness concerning prdess restrictive since, at the turn of the decade, it started
cedural inconveniences. Chart 2.1 illustrates that countrallowing dismissal for lack of performance and economic
values and relative ranks have not changed much in conredundancy (previously the only grounds for dismissal were
parison with the situation in the late 1980s. Germanydisciplinary). Spain also registered a decrease, mainly due to

9. This figure stood at 7 per cent in 1997-1998. An increasing number of Dutch employers currently turn to the cantonal labour court, to avoid such
uncertainties and get speedier permission for dismissal. While there seems to be less risk involved of the courts turning down proposed dismissals
they nevertheless tend to increase employers’ termination costs by often determining generous severance pay.

10. Despite the complete absence of legal requirements, it is worth noting that in the United States, according to a 1992 survey, a minority (between 1!
and 35 per cent) of employees, depending on company size, are covered by company severance pay plans [O&{D (1996

11. The United States is a partial exception, but even there, legally enforceable collective agreements, civil rights principles and spgicialftagis|
the public sector have somewhat eroded the traditional “employment at will” doctrine [Biichtemann)(1@688delsohn (1990)].

12. For example, to ease restrictions on employers, the government in the United Kingdom raised the qualifying period for unfair dismissal claims
from 26 to 52 weeks in 1979, and to 104 weeks in 1985.

13. Most countries have legislation in place which makes dismissal for certain reasons or of certain categories of employees automaticaljsunjust. T
refers mainly to discrimination based on race, gender, religion, etc., and to special protection for pregnant women, disabled workers ana trade unio
representatives.
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a cap on damage awards. As Chart 2.1 illustrates, for mogiorarily. Indeed, in the past many countries, particularly in
other countries the summary indicator for “difficulty of dis- Europe, restricted temporary contracts exclusively to such
missal” has remained essentially unchanged since the lagbjective reasons. However, currently the majority of the
1980s. The overall EPL indicator of strictness for regularcountries in the table have either lifted or relaxed signifi-
employment also has remained comparatively stable overantly this requirement. Most Anglo-Saxon countries have
the 1990s (see Chart 2.1, Panel A, lower right-hand cornerlways allowed the use of temporary contracts without any
The major exception is Spain which appears as the onlgignificant restrictions. Currently, some countries continue
country to have eased restrictions on all three summary indte list specific situations which may, however, go beyond
cators (procedures, notice and severance pay, unfair disbjective”, time-limited tasks €.g.business start-ups or
missal regulation), while Portugal and Finland relaxed EPLworkers in search of their first job).

restrictions in two of the three areas. . .
Concerning duration, contracts can be renewed at

will in Canada, Ireland, the United Kingdom and the
United States. In a number of other countries, this is only
Countries can change the overall strictness of theithe case if separate valid objective reasons can be given for
employment protection regulation by keeping existing pro-each new contract. In these cases, after successive renew-
visions intact for regular or permanent workers, but facil-als (often starting with the first renewal), courts can be
itating other options to enhance work-force flexibility. called upon to examine the validity of the reason given and
Publicly subsidised short-time work is one such adminisimay declare the fixed term unjustified, judging that its
trative option which has been identified by Houseman andnain purpose is to circumvent termination laws. To facil-
Abraham (1995) as accounting for much of the differencétate hiring under fixed-term contracts without such judi-
between some European countries and the United Statesdial interference, countries like Belgium, Germany and
terms of employment adjustment. Another way to eas&weden have specified in law the maximum number of
employers’ termination costs is to facilitate the use ofsuccessive contracts which are permitted without the pres-
fixed-term contracts with a specific termination date andence of an objective reason, and their maximum cumulated
recourse to workers hired from temporary work agenciesluration.
(TWAS). In general, no notice and severance pay are fore-
seen in these cases and it will usually be difficult for the
employee to file an unfair dismissal claim.

Regulation of temporary forms of employment

As is the case for fixed-term contracts, there has been
a general trend throughout the 1980s and 1990s to liber-
alise the use of TWAs [Delsen (1991)]. In the late 1980s,

Table 2.3, Panel A throws some light on existingfor example, 9 of the 27 countries shown in Table 2.3 had
restrictions on the use of temporary employment, brokeyanned their operation (with somde factotolerance),
down by regulations governing fixed-term contracts andyhile today only Greece and Turkey continue to do so. A
those governing the operations of TWAs. In both areas, Ongymber of countries have expanded the types of work or
indicator refers to the types of work that are allowed undegye range of economic sectors where TWAs can operate or
such contractual arrangements, while two other indicatorg,creased the maximum permitted length of employment.
provide measures of their maximum allowable duration. Germany, which as a general rule had previously required

All countries recognise the validity of fixed-term con- TWAs to give their employees an indefinite contract
tracts in the case of so-called “objective” reasons or timeindependently of any demand by potential user companies,
limited situations, referring to specific projects, seasonahas recently lifted this requirement, at least for the initial
work or the replacement of employees who are absent tencontract.
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Chart 2.1. Evolution of the EPL summary indicators,

from the late 1980s to the late 1990s
Panel A: Employment protection for regular employment
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Chart 2.1. Evolution of the EPL summary indicators,

from the late 1980s to the late 1990s (cont.)
Panel B: Temporary employment and overall EPL

Fixed-term contracts
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a) Average of indicators for regular contracts and temporary contracts.
Sources: See Table 2.2, Panel B, Table 2.3, Panel B and Table 2.5.
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Central and Western Europe
Austria
Belgium
France
Germany
Ireland
Netherlands
Switzerland
United Kingdom

Southern Europe
Greece
Italy
Portugal
Spain
Turkey

Nordic countries
Denmark
Finland
Norway
Sweden

Transition economies
Czech Republic
Hungary
Poland

North America
Canada
Mexico
United States

Asia and Oceania
Australia
Japan
Korea
New Zealand

Table 2.3.

Fixed-term contracts

Regulation of temporary employment
Panel A: Values of the indicators

Temporary work agencies (TWAS)

Valid cases other Maximum number Maximum cumulated Types of work Restrictions on number Maximum cumulated
than the usual of successive contracts b duration for which TWA of renewals duration of temporary
objective reasons? employment is legal work contracts
Scale 0 to 3¢ Number Months Scale 0 to 49 Yes/No Months
Late 1980s Late 1990s | Late 1980s Late 1990s | Late 1980s Late 1990s | Late 1980s Late 1990s | Late 1980s Late 1990s | Late 1980s Late 1990s
25 25 15 15 No limit No limit 3.0 3.0 Yes Yes No limit No limit
0.0 2.0 1.0 4.0 24.0 30.0 2.0 2.0 Yes Yes 2.0 15.0
1.0 1.0 3.0 2.0 24.0 18.0 25 2.0 Yes Yes 24.0 18.0
2.0 25 1.0 4.0 18.0 24.0 2.0 3.0 Yes Yes 6.0 12.0
3.0 3.0 No limit No limit No limit No limit 4.0 4.0 No No No limit No limit
3.0 3.0 1.0 3.0 No limit No limit 3.0 35 Yes Yes 6.0 42.0
3.0 3.0 1. 15 No limit No limit 4.0 4.0 No No No limit No limit
3.0 3.0 No limit No limit No limit No limit 4.0 4.0 No No No limit No limit
0.0 0.0 25 25 No limit No limit 0.0 0.0 - - - -
0.5 1.0 15 2.0 9.0 15.0 0.0 1.0 - Yes - No limit
2.0 2.0 3.0 3.0 30.0 30.0 1.0 2.0 Yes Yes 9.0 9.0
2.0 1.0 6.0 3.0 36.0 36.0 0.0 2.0 - Yes - 6.0
0.0 0.0 15 . No limit 0.0 0.0 - - - -
3.0 3.0 15 15 No limit No limit 2.0 4.0 Yes No 3.0 No limit
1.0 1.0 15 15 No limit No limit 4.0 4.0 . No No limit
1.0 1.0 15 15 No limit No limit 15 3.0 Yes Yes . 24.0
2.0 25 2.0 No limit 12.0 0.0 4.0 - No - 12.0
25 No limit No limit 0.0 4.0 - No - No limit
25 No limit 60.0 0.0 4.0 - No - No limit
3.0 2.0 No limit 0.0 4.0 - Yes - No limit
3.0 3.0 No limit No limit No limit No limit 4.0 4.0 No No No limit No limit
. 0.5 . No limit . No limit . . . . . .
3.0 3.0 No limit No limit No limit No limit 4.0 4.0 No No No limit No limit
3.0 3.0 15 15 No limit No limit 4.0 4.0 No No No limit No limit
25 25 25 No limit 2.0 2.0 . Yes . 36.0
25 25 No limit 0.0 25 - Yes - 24.0
3.0 5.0 No limit 4.0 No No limit

.. Data not available.
— Not applicable.

a) All countries recognise the validity of fixed-term contracts in “objective” situations, a term which typically refers to specific projects, seasonal work, replacement of temporarily absent permanent workers
(on sickness or maternity leave), and exceptional workload.
b) The law in most countries does not specify any limits to the number of fixed-term contracts if separate valid objective reasons for each new contract can be given. However, after successive renewals (often

at the first such renewal) courts may examine the validity of the reason given and may declare the fixed term unjustified.

¢) Scored 0 if fixed-term contracts are permitted only for “objective” or “material” reasons (i.e. to perform a task which itself is of fixed duration); 1 if specific exemptions apply to situations of employer need
(e.g. launching a new activity) or employee need (e.g. workers in search of their first job); 2 when exemptions exist on both the employer and the employee side; 3 when there are no restrictions on the use

of fixed-term contracts.

d) Scored 0 if TWA employment is illegal, 1 to 3 depending upon the degree of restrictions, and 4 where no restrictions apply.

Source: See Annex 2.A.
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Table 2.3. Regulation of temporary employment
Panel B: Summary scores by main area® b

Fixed-term contracts Temporar()frv\/:llcp)\rsl; agencies Overall strictness of regulation
Late 1980s Late 1990s Late 1980s Late 1990s Late 1980s Late 1990s
Central and Western Europe
Austria 1.8 (10) 1.8 (15) 1.8 (8) 1.8 (15) 18 (7) 18 (14)
Belgium 53 (18) 20 (18) 4.0 (12) 35 (22) 46 (17) 2.8 (19)
France 35 (15 40 (24) 26 (9 3.3 (20) 3.1 (11) 3.6 (23)
Germany 35 (15 1.8 (15) 4.0 (12) 2.8 (18) 3.8 (15) 2.3 (18)
Ireland 00 (1) 00 (1) 05 (1) 05 (1) 03 (1) 03 (1)
Netherlands 15 (8) 0.8 (7) 3.3 (10) 1.6 (14) 24 (9 1.2 (12)
Switzerland 1.3 (5) 1.3 (10) 05 (1) 05 (1) 09 (5 09 (8)
United Kingdom 0.0 (1) 00 (1) 05 (1) 05 (1) 03 (1) 03 (1)
Southern Europe
Greece 40 (17) 40 (24) 55 (16) 55 (25) 48 (18) 48 (25)
Italy 53 (18) 43 (26) 55 (16) 3.3 (20) 54 (19) 3.8 (24)
Portugal 23 (11) 23 (19) 45 (15) 3.8 (23) 34 (12) 3.0 (21)
Spain 15 (8) 3.0 (21) 55 (16) 4.0 (24) 35 (13) 35 (22)
Turkey . 43 (26) 55 (16) 55 (25) " 49 (26)
Nordic countries
Denmark 1.3 (5) 1.3 (10) 4.0 (12) 05 (1) 2.6 (10) 09 (8)
Finland 33 (13) 33 (22) 05 (1) 05 (1) 1.9 (8 19 (15)
Norway 3.3 (13) 33 (22) 3.8 (11) 2.3 (16) 35 (14) 2.8 (19)
Sweden 27 (12) 1.8 (15) 55 (16) 15 (13) 4.1 (16) 16 (13)
Transition economies
Czech Republic . 05 (6) 55 (16) 05 (1) . 05 (6)
Hungary . 0.8 (7) 55 (16) 05 (1) . 0.6 (7)
Poland . 1.0 (9) 55 (16) 1.0 (12) " 1.0 (11)
North America
Canada 00 (1) 00 (1) 05 (1) 05 (1) 03 (1) 03 (1)
Mexico . 25 (20) . . . .
United States 00 (1) 00 (1) 05 (1) 05 (1) 03 (1) 03 (1)
Asia and Oceania
Australia 1.3 (5) 1.3 (10) 05 (1) 05 (1) 09 (5 09 (8)
Japan . 15 (13) . 2.8 (18) " 21 (17)
Korea . 15 (13) 55 (16) 26 (17) . 2.1 (16)
New Zealand .. 03 (5 . 05 (1) . 04 (5)

Data not available.
Source and notes: See Table 2.2, Panel B.
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Table 2.3, Panel B and Chart 2.1 further illustrate the Itis interesting to note that, on this measure, the rank-
liberalising trend in both areas of temporary work regulationing of countries seems quite different from that based on
Turkey, Greece and ltaly currently rank highest on overalthe other indicators, with New Zealand, Japan, Korea and
strictness, while Canada, Ireland, the United Kingdom and thErance being scored as having the least, and Sweden, the
United States again are the least restrictive. Compared witizech Republic, Italy and Belgium as having the most
the late 1980s, Sweden, Belgium, Denmark and Italy comadditional requirements. Canada, the United Kingdom and
out as having moved furthest away from the previous situathe United States occupy a middle position, since they
tion. France alternated between liberalisation and restrictiohave legislated considerable waiting periods and notifica-
during the sequence of governments in the 1980s, and is cuien requirements in the event of collective dismissals, in
rently more legally restrictive, requiring proof of an objective contrast to their stance on protection of individual
reason and allowing only one prolongation of a temporandismissal.
contract. This, however, does not seem to have prevented
French companies from making strong use of temporaryndicators of overall EPL strictness
workers, as shown by the available statistics on the share of
both fixed-term and temporary-agency employees in the ~ The summary indicators for the three main compo-
labour market [DARES (1998 b)].* Spain liberalised tem- hents of EPL are consolidated in Table 2.5 along with two
porary work agencieS, but t|ghtened somewhat its criteria foyerSionS of an overall indicator of strictness. Version 1
the use of fixed-term contracts in the mid-1990s which hadllows changes over time to be studied and is most com-
become very widespread after liberalisation in 1984 — theyparable to prior work by the OECD, while Version 2 pro-
accounted for up to one-third of total employment andvides the most comprehensive measure of EPL in the late
90 per cent of new hires in the mid-1990s. 1990s, since it incorporates the indicators for collective
dismissal. There are some changes in overall scores and

A comparison of the overall strictness of employmentcoumry ranks depending on whether a measure for collec-

protection regulati.on for temporary work with that for reg- tive dismissal is included or not, even though incremental
ular employment_m Panels A and B of Char.t 21 suggest rovisions for collective dismissal are weighted less heav-
that most countries have concentrated their effort in th'ythan measures for the protection of regular and tempo-
1990s on easing the restrictions for temporary work, whilerary employment when entered into Version 2 of the
there has been comparatively less movement on the protegec all indicator. Although country ranks differ by up to

tion of regular employment. Taking both summary Indlca'three positions, on both definitions the same countries tend

tors together, Sweden, Belgium, Denmark and Italy hav?o appear at the opposite ends of the spectrum, with the

moved most in the direction of easing employment Protec ited States and the United Kingdom as the least regu-

tion, a g.: ult gef ng mfllus nlced by_thhe tﬁ m[()jorary work Indl'Iated countries while the strictest employment protection is
cator (Chart 2.1, Panel B, lower right-hand corner). offered by the countries of southern Europe.

Specific requirements for collective dismissals The method used in Tables 2.2 to 2.5 is only one
among several possibilities for assessing the strictness of

Tables 2.4 and 2.5 provide evidence as to whetheemployment protection. Table 2.6 shows various rankings
country scores and ranks change when the regulation dfat have been used by earlier studies to compare the strict-
collective dismissak added as a third summary measure.ness of EPL across countries. The rankings from the
Four separate indicators were used to measure the stridtiternational Organisation of employers (IOE) and the EC
ness of protection against collective dismissal. The leftad hocsurveys are based on employers’ assessments of the
hand column of Table 2.4 scores countries by the size afestrictions they face in dismissing workers, while the
the redundancy which is required to trigger the applicatiorrankings of Lazear, Bertola and the OEQBbs Studyre
of the collective dismissal regulation. The next three colcloser to the method adopted here, being based on a com-
umns refer to any additional delays and proceduregilation of legislative requirement or common practices.
required which go beyond those applicable for individualWith the exception of the EGd hocsurveys — which give
dismissal. quite a different assessment of relative strictness — rank

14. In search of an equilibrium between the flexibility needs of enterprises, employee protection and economic efficiency, the reform of 18856 abolis
a previous list of references to "objective reasons" as preconditions for time-limited contracts, while the reform of 1990 reintroduced this list in
modified form and reduced the maximum number of successive contracts and the maximum allowable duration. The 1990 reform also sought to
close the gap in contractual status between fixed-term and temporary agency employees. While it may be argued that these legal changes contril
uted to some decline in the recourse to such forms of temporary employment after 1990, their use has increased again strongly since the mid-1990:
The effects of the 1990 change in legislation seem therefore to have been of little significance in practice [see Michon and Ramaux (1993); OECD
(1996), Chapter 1].
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Table 2.4. Regulation of collective dismissal, late 1990s
Requirements over and above those applying to individual dismissals

Definition Additional Additional delays Other Overall strictness
of collective notification involved special costs relative to individual
dismissal @ requirements © (in days) ¢ to employersd dismissals @
Central and Western Europe
Austria 4 1 21 1 3.3 (16)
Belgium 3 2 44 1 4.1 (24)
France 3 0 22 1 21 4)
Germany 3 1 28 1 3.1 (13)
Ireland 3 1 18 0 21 (4)
Netherlands 2 1 30 1 2.8 (9)
Switzerland 3 2 29 1 3.9 (22)
United Kingdom 2 15 57 0 2.9 (11)
Southern Europe
Greece 4 1 19 1 3.3 (16)
Italy 4 15 44 1 4.1 (24)
Portugal 4 0.5 65 1 3.6 (20)
Spain 3 1 29 1 3.1 (13)
Turkey 3 1 29 0 2.4 (6)
Nordic countries
Denmark 3 2 29 0 3.1 (13)
Finland 3 1 32 0 2.4 (6)
Norway 3 15 28 0 2.8 (9)
Sweden 4 2 113 0 4.5 (27)
Transition economies
Czech Republic 4 2 83 0 4.3 (26)
Hungary 3 2 47 0 3.4 (18)
Poland 3 1 32 2 3.9 (22)
North America
Canada 1 2 111 0 3.4 (18)
Mexico 4 2 0 1 3.8 (21)
United States 1 2 59 0 2.9 (11)
Asia and Oceania
Australia 3 2 0 0 2.6 (8)
Japan 2 1 0 0 15 (2)
Korea 3 1 0 0 1.9 (3)
New Zealand 0 0.5 0 0 0.4 (1)

a) The score is 0 if there are no special regulations on collective dismissal; 1 if regulations apply from 50 dismissals upward; 2 if they apply from 20 onward;
3 if they start at 10 dismissals; and 4 if regulations start to apply at below 10 dismissals.

b) There can be notification requirements to employee representatives/works councils, and to government authorities such as public employment offices.
Countries are scored according to whether there are additional notification requirements on top of those requirements applying to individual redundancy
dismissal. The score is 0 if there are no additional requirements; 1 if one more actor, and 2 if two more actors need to be notified.

¢) This column lists delays required on top of delays before the start of notice for economic redundancy listed under Table 2.2. Averages are taken if separate
delays apply to different types of situations.

d) This column refers to whether there are additional severance pay requirements in case of collective dismissal and whether social compensation plans
(detailing measures for redeployment, retraining, outplacement or severance pay) are obligatory or common practice. The score is 2 if both requirements
apply.

e) The summary scores can range from 0 to 6, with higher values representing stricter regulation (see Annex 2.B). Figures in brackets show country rankings.
All rankings increase with the strictness of employment protection.

Source: See Annex 2.A.
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Table 2.5. Summary indicators of the strictness of employment
protection legislation

Overall EPL strictness 9

Regular Temporary Collective
employment 2 employment ® dismissals ¢ Version 1€ Version 2
1"938t§s 1'@?& 1'5?;55 1'5%%35 Late 1990s Late 1980s Late 1990s Late 1990s
Central and Western Europe
Austria 2.6 2.6 1.8 1.8 3.3 22 (8 22 (15) 23 (15)
Belgium 15 15 4.6 2.8 4.1 31 (13 21 (13 25 (16)
France 2.3 2.3 3.1 3.6 2.1 2.7 (10) 30 (21) 28 (21)
Germany 2.7 2.8 3.8 2.3 3.1 32 (14) 25 (18) 2.6 (20)
Ireland 1.6 1.6 0.3 0.3 21 09 @ 0.9 (4 11 (5)
Netherlands 3.1 3.1 2.4 1.2 2.8 27 (11) 21 (14) 22 (13)
Switzerland 12 1.2 0.9 0.9 3.9 1.0 (6) 1.0 (6) 15 (7)
United Kingdom 0.8 0.8 0.3 0.3 29 05 (2 05 (2 09 (2
Southern Europe
Greece 25 2.4 4.8 4.8 3.3 3.6 (16) 36 (24) 35 (24)
Italy 2.8 2.8 5.4 3.8 4.1 41 (18) 33 (23) 34 (23)
Portugal 4.8 4.3 3.4 3.0 3.6 41 (19) 3.7 (25) 3.7 (26)
Spain 3.9 2.6 35 35 3.1 3.7 (17) 31 (22 31 (22)
Turkey . 2.6 . 49 2.4 . 3.8 (26) 35 (25)
Nordic countries
Denmark 1.6 1.6 2.6 0.9 3.1 21 (7) 1.2 (8) 1.5 (8
Finland 2.7 2.1 1.9 1.9 2.4 23 (9 20 (12) 21 (11)
Norway 24 2.4 35 2.8 2.8 3.0 (12) 26 (19) 26 (19)
Sweden 2.8 2.8 4.1 1.6 45 35 (15 22 (16) 26 (18)
Transition economies
Czech Republic . 2.8 . 0.5 43 . 1.7 (11) 21 (12)
Hungary . 2.1 . 0.6 3.4 . 14 (9 1.7 9
Poland . 2.2 . 1.0 3.9 . 1.6 (10) 20 (10)
North America
Canada 0.9 0.9 0.3 0.3 3.4 06 @3 06 (3) 11 @)
Mexico . 2.3 . . 3.8 . . .
United States 0.2 0.2 0.3 0.3 2.9 02 (1) 0.2 (1) 0.7 (1)
Asia and Oceania
Australia 1.0 1.0 0.9 0.9 2.6 09 (5 0.9 (5 1.2 (6)
Japan 2.7 2.7 . 2.1 15 . 24 (17) 2.3 (14)
Korea . 3.2 . 2.1 1.9 . 26 (20 25 (17)
New Zealand . 1.7 . 0.4 0.4 . 1.0 (7) 09 (3

.. Data not available.
a) From Table 2.2, Panel B.
b) From Table 2.3, Panel B.
¢) From Table 2.4.
d) Figures in brackets show country rankings. All rankings increase with the strictness of employment protection.
e) Average of indicators for regular contracts and temporary contracts.
f) Weighted average of indicators for regular contracts, temporary contracts and collective dismissals. See Annex 2.B for explanation of the weighting scheme.
Source: See Annex 2.A.
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Table 2.6. Comparing EPL indicators in selected studies with new OECD data
All indicators converted into rankings (increasing with the strictness of EPL)

International
Organisation of Eg,ﬁgyg‘ic (Ii‘;z%";rc (Bl%rgtg)lz OES(t:Edj,Oebs OECD (1999)
Employers (IOE) 2
1985 1989 1994 1956-84 1988 Late 1080s | L2316 19805 Late 1990s Late 1990s
(version 1) (version 1) (version 2)

Central and Western Europe

Austria 4 . . 12 . 7 8 15 15

Belgium 9 5 10 10 9 10 13 13 16

France 9 6 5 15 8 8 10 21 21

Germany 9 7 7 11 6 14 14 18 20

Ireland 4 2 7 1 . 3 4 4 5

Netherlands 9 9 3 9 3 5 11 14 13

Switzerland . . . 8 . 1 6 6 7

United Kingdom 1 1 1 7 4 2 2 2 2
Southern Europe

Greece . 4 5 16 . 12 16 24 24

Italy 13 10 4 19 10 16 18 23 23

Portugal 7 3 2 13 15 19 25 26

Spain 13 8 9 17 . 13 17 22 22

Turkey . . . . . . . 26 25
Nordic countries

Denmark 2 14 2 4 7 8 8

Finland 2 10 9 12 11

Norway 4 18 9 12 19 19

Sweden 7 6 7 6 15 16 18
Transition economies

Czech Republic " . . " . " . 11 12

Hungary . . . . . . . 9 9

Poland . . . . . . . 10 10
North America

Canada . . . . . . 3 3 4

Mexico . . . . . . . . .

United States " . . 1 1 . 1 1 1
Asia and Oceania

Australia . . . 1 . . 5 5 6

Japan . . . 1 5.0 . . 17 14

Korea . . . . . . .. 20 17

New Zealand . . . 1 . . . 7 3
Spearman rank correlation

with OECD late-1990s

(version 2) measure 0.74 0.27 -0.03 0.78 0.88 0.86 0.95 0.98 1.00

.. Data not available.
a) Ranks based on the average of the IOE scorings of obstacles to dismissal and to the use of regular and fixed-term contract workers.
b) Ranks based on the share of employer respondents claiming that hiring/firing restrictions are very important or important.
¢) Ranks based on combination of legal notice period and severance pay, as averaged for the period from 1956 to 1984.
d) Author’s compilation from the rankings in Emerson (1988).
e) Ranks based on the average of overall rankings for regular and temporary work in OECD (1994a), Tables 6.5 and 6.6.
f) Ranks in versions 1 and 2 were taken from Table 2.5.
Sources: Bertola (1990); European Commission (1991, 1995); IOE (1985); Lazear (1990); OECD (1994a).
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correlations between previous summary indicators and that
developed here range from 0.74 to 0.88, indicating con-
siderable consistency. Furthermore, some of the differ-
ences with earlier rankings simply reflect changes in

employment protection since the 1980s.

A. Theoretical predictions and prior
empirical evidence

The links between employment regulation and the
performance of the labour market have occasioned both
extensive public debate and much economic research. This
section surveys the latter, so as to provide a context for the
empirical analysis reported in Sections I1.B and II.C.

Potential benefits and costs

There are a number of potential benefits and costs
from EPL. Starting with the benefits:

° For the worker. The key intent of EPL is to reduce
economic uncertainty by enhancing job and income
security. Advance notice, for example, is a means to
give workers ample warning of future layoffs and
thus facilitate job search; seniority clauses are a
means to protect older workers against dismissal;
redundancy payments compensate workers for job
loss. Employment protection may also enhance
worker satisfaction and longer-term attachment to
the job. Finally, if EPL implies longer-lasting
employment relationships, this may provide positive
incentives (to both the employer and the employee)
to augment the worker’s skills, especially those spe-
cific to the firm. Greater investment in training may,
in turn, enhance productivity on the current job as
well as re-employment prospects in case of a layoff.

° For the firm Stable employment relationships can be®
a positive asset for firms insofar as they provide one
of the preconditions for more trust, loyalty to the firm
and co-operation on the part of the workforce
[Akerloff (1984)]. For example, workers who feel
secure may be less likely to resist the introduction of
new technologies in the workplace and the re-
organisation of working practices. Since a firm’s
decision to invest in training depends partly on the
degree of its workers’ attachment, EPL may enhance
skill formation and, hence, internal flexibility [Piore ®
(1986)].

For the collectivity If stable employment relations,
trust and co-operation are important preconditions
for enterprise adaptation, technological progress and
skill upgrading, as many empirical studies suggest,
EPL may enhance aggregate productivity, living
standards and growth [Ichniowslétal. (1997);
Nickell and Layard (1998); Levine and Tyson
(1990)]. Employment protection is also a way to
internalise the social costs of dismissals [Lindbeck
and Snower (1988)]. EPL may discourage employers
from dismissing workers when it would be socially
preferable to redeploy them within the firm, thereby
bringing the profitability criterion into closer corre-
spondence with social efficiency. Also, legislated
worker protection may correct asymmetries of power
between employees and firms, especially in situa-
tions of monopsony [Gregg and Manning (1997)].

On the side of potential costs:

For the workerEven if EPL has the desired effects of
improving the access of some workers to stable jobs
that provide ample training opportunities, it may
simultaneously disadvantage workers who fail to
gain access to these sorts of jobs. In other words, EPL
may enhance the dualism between protected workers
(so-called “insiders”) and jobseekers and temporary
workers (so-called “outsiders”). But even workers in
jobs that are covered by EPL rules face significant
trade-offs. While EPL may reduce the probability
that “insiders” will become unemployed due to
redundancies, it may increase the chance of
long-duration unemployment for the smaller number
of workers continuing to be laid off by their employ-
ers. To the extent that EPL reduces overall hiring in
the economy, it may also tend to lock protected work-
ers into relatively poor job matches by making it
more difficult for them to obtain a new position.
Finally, employers may try to off-set some of their
costs of complying with EPL by negotiating lower
wages.

For the firm. Employment protection may raise
labour costs since it is, in effect, a tax on work-force
adjustments, obliging firms to pay severance pay-
ments and comply with other regulatory require-
ments. To some extent, firms can reduce these
explicit costs by “smoothing” employment. How-
ever, doing so may result in significant implicit costs,
such as the costs of keeping non-productive workers
in the firm or of remaining overstaffed for significant
periods of time following reductions in demand.

For the collectivity Employment protection may pro-
duce two major types of costs for the collectivity.
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First, if EPL tends to trap a portion of the population

The following provides a summary of the main find-

in long-duration unemployment or a pattern of ings from selected recent empirical studies of the impact of
cycling between unemployment and temporary jobsEPL on the performance of the labour market (see
it could worsen the problems of labour market ine-Annex 2.C for a more extensive survey):

quality and social exclusion. Second, EPL may result
in a more sclerotic labour market, unable to achieve
quickly the volume of workforce adjustment that is
required in response to rapid changes in technologies
and product market competition. Any such dimin-
ished ability to reallocate labour in a flexible manner
would tend to lower aggregate productivity levels
and growth prospects. It is also possible that rigidi-
ties caused by EPL could raise the overall level of
unemployment, although the likely tendency for
unemployment durations to increase will tend to be
offset by a reduction in the number of workers expe-
riencing redundancies (see below).

Overview of prior results

Economic theorists have constructed formal models
assessing how EPL is likely to affect labour market per-
formance [for a recent survey, see Bertola (1999)]. These
models conceptualise EPL as a firing cast.@ “tax” fac-
ing firms who want to layoff workers) and the analysis typ-
ically proceeds in three basic stages. First, it assesses hqw
the hiring and firing policies of firms adjust to the incen-
tive to “smooth” employment, for a given wage structure.
Second, it reviews how EPL may affect wage bargaining,
where the effect could be either to restrain wageg.@s
employers attempt to shift some of the costs of EPL back to
workers in the form of lower wages) or to increase them
(e.q.if stricter EPL serves to raise the bargaining powers of
“insiders”). The final stage seeks to place these changes in
workers’ and firms’ behaviour into a general equilibrium
model of the determination of labour market outcomes,
such as employment and unemploymént. *

Although much of the theoretical analysis of EPL is
quite sophisticated, it is not yet possible to incorporate all
of the potentially important effects of EPL into existing
economic models. For example, many of the potential ben-
efits from encouraging more stable employment patterns
(e.g.more co-operative labour relations and greater on-the-
job training) are rarely considered. More generally, this lit-
erature has tended to focus on the potential costs of reduc-
ing external flexibility in the employment of labour, while
largely ignoring potential enhancements to internal flexi-
bility or economic security that may offset some of the
negative effects of EPL.

15. The analysis may incorporate additional behavioural responses to EPL, such as advance notice encouraging workers to begin job search in anticip

Some studies find that employment and labour force
levels are lower when EPL is strict. Nickell (1997) and
Nickell and Layard (1998) argue that these results
might be biased, since there is a “spurious” correlation
between low female participation and strict EPL, both
of which are typical in southern European countries.
Consistent with this interpretation, the effect disap-
pears when the comparison is confined to adult male
employment rates. Another possibility is that the result
is driven by youth employment, since youth transi-
tions into employment may become more difficult
when EPL is stricter.

Concerning overall unemployment levels, the theoret-
ical analysis is inconclusive. The higher firing costs
resulting from EPL reduce hirings during upswings
(because employers become more hesitant about tak-
ing on additional workers, as they are aware of the
costs of dismissals), but also reduce firings during
downswings, so that the net impact on the unemploy-
ment stock is indeterminate. In practice, most of the
studies surveyed in Annex 2.C find no effect.

The empirical evidence is stronger, however, for EPL
causing changes in the dynamics of unemployment.
The unemployment pool becomes more stagnant, due
to the lower inflows and outflows, and longer dura-
tions [Bentolila and Bertola (1990); Biichtemann
(19931); Nickell (1997); Nickell and Layard (1998)].
Stricter EPL appears to be associated with lower rates
of job displacement from firms that continue in oper-
ation, but also leads to longer durations of unemploy-
ment following displacement [Albaedt al. (1998)].

Flows through employment may not be affected as
strongly by EPL as unemployment flows. There is
little correlation between the magnitude of job and
worker flows and the “flexibility” of the labour mar-
ket across countries [Garibaldit al. (1997) and
Alogoskoufiset al. (1995), but see Schettkat (1997)
for some opposing evidence]. In effect, the rates of
job creation and job destructiomnd. the gross job
turnover rate) do not seem to differ between North
America and some European countries [Bertola and
Rogerson (1997); Continet al. (1995); OECD
(1996), Chapter 5; but see Blanchard and Portugal
(1998) for some opposing evidence]. Mean job ten-
ures are also roughly similar in countries with very

tion of a redundancy or voluntary quits declining in response to greater conservatism in companies’ hiring decisions [Garibaldi (1998)].
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different labour market institutions [Burgess al.
(2997)], but stricter EPL increases the share of quits
where the worker moves directly to another job
[Boeri (1999)].

EPL may also alter the composition of employment
and unemployment. The cost of a “bad match” might
be higher for firms when EPL is stricter, causing
them to avoid hiring “risky” workers (unless wages
are sufficiently lower to compensate for that risk).
Esping-Andersen
(1996) conclude that youths are the most adversely
affected group, especially in a context of wage com-
pression. Grubb and Wells (1993) find that stricter
EPL increases the proportion of self-employment
and temporary employment in total employment®
across countries, but reduces the proportion of
part-timers.

The higher dismissal costs caused by EPL may shift
firms’ preferences from varying employment in
favour of adjusting hours worked, when responding
to fluctuations in demand. Bertola (1990) finds that
employment becomes more stable and hours less sta-
ble, when EPL is stricter. Abraham and Houseman
(1993) show that Japan, like most European coun®
tries, tends to adjust both in the short- and long-run
through hours, while the United States uses employ-
ment adjustments. It appears, however, that total
labour input adjustmenti.é. combining hours and
workers) in manufacturing is similar between some
European countries and the United States, suggesting
that EPL may not greatly hamper firms’ ability to
adjust total labour input. .

At the macroeconomic level, unemployment appears
to become more persistent and the speed of adjust-
ment declines in the presence of stricter EPL
[Jackmanet al. (1996)]. A possible explanation is
that, when unemployment rises due to an adverse
shock, stricter EPL decreases the restraining effect of
higher unemployment on wages and, hence, raises
the level of unemployment required for price stabil-
ity. Reinforcing mechanisms, such as duration
dependence and marginalisation [Blanchard (1998)]
can create a pattern of hysteresis, so that an initial
increase in unemployment tends to persist [see, for
example, Bertola (1990); Blanchard and Summers
(1987); Blanchard (1998); Flanagan (1989)].

One empirical question that remains open is why some

economies manage to combine strong regulations with
low unemployment. One possible explanation has to

do with institutional interactions. Bertola and
Rogerson (1997) find that the degree of flexibility in
wage-setting appears to affect the strength of the link
between EPL and employment, with rigid wage set-
ting in the presence of strict EPL being a potentially
unfortunate mix. Similarly, EImeskoet al. (forth-
coming) find that the effect of EPL depends on the
structure of collective bargaining.

(forthcoming) and ScarpettaLimitations of prior empirical studies

Empirical studies of the labour market impact of EPL

face a number of major difficulties, some of which apply to
the analysis in this chapter:

EPL measuresMany studies are based on inade-
guate measures of EPL. For example, EPL data are
often only available for one out-of-date yeard.the
OECD Jobs Study indicators for the late 1980s), only
one dimensiond.g. Lazear’s time series on maxi-
mum severance pay), or are based on subjective
measures €.g. employer surveys). With the EPL
indicators presented in Section I, this chapter makes
a major advance on this front.

Isolation of labour market impactt is extremely dif-
ficult to isolate the effects of EPL on labour market
outcomes from other determinants. In particular,
cross-sectional analysis of country data suffers from
few degrees of freedom and an inability to control
adequately for country effects. This chapter makes a
modest advance here by adding more countries and
some time-variation in EPL.

Dynamics of EPL reformEmpirical evidence about
the dynamics of EPL reforms is limited. Changes in
employment protection are likely to affect employ-
ers’ expectations and hiring policies in complex
ways. One example of this complexity is described in
Box 1. A similar reform {.e. de-regulation of fixed-
term contracts) implemented in Spain and Germany
at about the same time nonetheless yielded very dif-
ferent outcomes which took a number of years to
unfold. This chapter presents simple associations
between changes in EPL and changes in labour mar-
ket outcomes that are intended to begin to unravel
these issues.

Components of EPINot much attention has been paid
to the relative importance of different components of
employment protection for labour market perfor-
mance. As noted above, EPL involves many different
aspects of regulation which are unlikely to affect

16. By protecting insiders and reducing firms’ willingness to hire outsiders, EPL may lead to segmentation between these two groups, with self-rein-

forcing effects on the future reemployment prospects of the outsiders, resulting in longer average durations of unemployment for the latter.
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Box 1. De-regulation strategies: the German and Spanish experiences with fixed-term contracts

During the mid-1980s, Germany and Spain significantly eased restrictions on the use of fixed-term contracts [see
Table 2.1]. Despite the similarity of these reforms, the impact was sharply different in the two countries and has taken many years
to unfold [Biichtemann (1991, 1988 Milner et al.(1995)]. First, in Germany, fixed-term contracts grew only modestly and still
account for a relatively small proportion of the labour force (about 8 per cent if apprentices are not included, and 12 per cent if they
are included). By contrast, the share of fixed-term contracts increased rapidly in Spain, from 10 per cent to one-third of dependent
employment. Second, fixed-term employment is concentrated among first-time job seekers or in certain job categories (
unskilled jobs which require no on-the-job training) in Germany, whereas it is spread across a much broader range of Spanish
workers and firms. Furthermore, a much higher proportion of German workers hired under the type of fixed-term contract intro-
duced in the 1980s gain permanent status [BMAS (1994)] than is the case for their Spanish counterparts, of whom only approx-
imately 10 per cent do so [GUell-Rotllan and Petrongolo (1998)].

Why did similar reforms to EPL lead to such different outcomes? One possible explanation is related to the tradition of
social partnership which has strong roots in Germany, but not in Spain. The strong sense of social partnership, which contributes
to the success of the German dual-system of vocational training, may also encourage firms to regard stable and long-term rela-
tionships with employees as a positive asset [Buchtemann §)98&nce, German employers use fixed-term contracts primarily
to screen workers for permanent positions. In Spain, on the other hand, firms use fixed-term contracts mainly to obtain “numerical
flexibility”, in adjusting to changes in labour requirements.

Another possible explanation is that the wide availability to German employers of (fixed-term) apprenticeship contracts,
which pay well below entry-level wages for unskilled adult workers, is viewed by them as a preferable alternative to regular fixed-
term contracts. Despite the existence of apprenticeship contracts in Spain, most youths are hired on fixed-term contracts with no
training obligation [see Rogowsky and Schémann (1996) for a comparative review].

A third possible explanation is that the potential future firing costs due to EPL that were associated with hiring a worker on
a permanent contract, as opposed to a fixed-term contract, remained larger in Spain than in Germany. The indicators presented in
Section | suggest this was the case in the late 1980s, but may no longer be so today.

labour market outcomes in the same way. Identifying
the best mixes of EPL components is important for
informing policy choices. The analysis in Sections 11.B
and II.C explores multiple measures of EPL.

Institutional interactionsRelatively little attention has
been paid to the ways in which other labour market
institutions condition the effects that EPL has on labour
market outcomes. This chapter also explores a small
number of interactions between EPL and other institu-
tional variables (e.g. centralisation/co-ordination of col-
lective bargaining and the generosity of unemployment
benefits).

Off-setting flexibilities.The use of alternative prac-
tices that may offset some of the effects of EPL has
not had much attention in the literature, even though
such off-setting flexibility may be of great relevance.
For example, early retirement may be regarded as an
offsetting flexibility in situations where dismissals of B.
older workers are costly; self-employment may be
one way of avoiding restrictions on employment con-
tracts or high fixed wage costs; short-time work and

and labour market outcomes, a comprehensive eval-
uation of the implications for social welfare is rarely
undertaken. For example, stricter EPL appears to be
associated with longer lasting jobs. This shift to
higher tenures might reflect important gains in eco-
nomic security and on-the-job training, or it might
reflect an increased number of workers spending
long periods in jobs they do not like or are ill suited
for. The equity and efficiency effects of an EPL-
induced shift toward fewer, but longer lasting unem-
ployment spells are similarly difficult to evaluate. A
fuller assessment of the benefits and costs of employ-
ment protection regulation will be required if empir-
ical research is to inform policy choices more
effectively, but such an assessment would be very
complex and is not attempted in this chapter.

Effects on employment and unemployment

Bivariate associations

Chart 2.2 plots the most comprehensive indicator of

work-sharing may be ways to adjust in recessionsgpL in the late 1990s (along the horizontal axis) against
informal or black-economy activity may be a measures of employment and unemployment averaged
response to overly regulated labour markets. over 1990-1997 (along the vertical axis). Panel A suggests
Social welfare Even when robust associations havethat there is no association between EPL strictness and
been established between employment protectionverall unemployment. However, the other charts in
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Chart 2.2. Overall EPL strictness, 2employment and unemployment

Panel A: Unemployment rates, averages over 1990-97
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Chart 2.2. Overall EPL strictness, 2employment and unemployment

(cont.)

Panel B: Employment/population ratios, averages over 1990-97
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(cont.)

Panel C: Employment shares by type of employment, averages over 1990-97
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Sources: See Table 2.5 and Annex 2.D.

Overall EPL strictness, late 1990s

34

24

22

20

18

16

14

12

10

58

56

26

24

20

18

16

14

12

10

Temporary share in total employment

Temporary share in youth employment



Employment Protection and Labour Market Performancé&—

Panel A show some correlations between EPL strictnedsetween EPL strictness for temporary work and the over-
and the demographic composition of unemploymentall, prime-age female and youth employment rates, as well
stricter EPL being associated with lower unemployments the share of self-employment.

for prime-age men, but with higher unemployment for The correlations between the EPL strictness measures

youths and, perhaps, prime-age women. However, the I0\g dthe sh ft | i ianificant
fits of the regression lines suggest that EPL is not the dom-n © share of temporary employment are nEver signitican

: : : : . L at even the 10 percent level. However, the correlation
inant determinant of international differences in either theoetween EPL strictness for regular work in the late 1980s and

level or the demographic composition of unemployment.the shares of temporary employment are consistently positive
EPL strictness, however, is more strongly associate@nd moderately large, a pattern that attenuates strongly in the
with employment rates, although, here too, the scatter dfite 1990s. Why this should be is unclear. One possibility,
data points is quite dispersed. Panel B of Chart 2.2 showsassuming there is a causal relationship, is that insufficient time
clear negative relationship between EPL strictness and tHeas elapsed for recent reforms of EPL to be fully reflected in
overall employment/population ratio. This negative assoemployers’ use of temporary contracts.
ciation also holds for youths and prime-age women, but it Overall, the bivariate analysis suggests that EPL
reverses for prime-age men, consistent with the hypothesigtects employment rates more than unemployment rates.
that EPL protects the jobs of prime-age men (who arerpis pattern suggests that stricter EPL may be associated
mainly insiders) at the cost of reducing employment forith approximately equal shifts in labour force participa-
prime-age women and youths (who are mainly outsiders)ion and employment: the employment and participation of
Panel C shows that stricter EPL is associated Withahigheﬁrime-age men tending to be higher in countries with
share of self-employment. Regulation of regular contractgyicter EPL, but tending to be lower for prime-age women
is expected to increase the share of temporary jobs and regnq youths. Stricter EPL is also associated with a higher
ulation of temporary employment is expected to reduce itgpare of self-employment, but there is little or no evidence

so the impact of the comprehensive indicator is theoretiys 5 Jink to the share of temporary employment, except in
cally ambiguous. Only among young workers is strictelihe case of young workers.

EPL associated with an appreciable increase in the share

holding temporary jobs. Thus, stricter EPL may encourage, o viote analysis
greater use of temporary contracts, but only for labour
market entrants whose “productivities” are unknown due Multivariate analysis may provide a superior assess-
to their lack of work experience. Alternatively, recent lib- ment of the effects of employment protection on labour
eralisations of EPL for temporary employment may not yeimarket performance since it controls for other determi-
be fully reflected in hiring practices, but are beginning tonants of cross-country differences in employment and
be visible for younger workers. unemployment. Accordingly, Tables 2.8 to 2.11 report the

Table 2.7 presents the simple correlation coefﬁcientses“mated coefficients from multivariate regression models

between a variety of EPL strictness indicators, in both théhat attempt to isolate the causal impact of various meas-

late 1980s and the late 1990s, and various employment a es t?]f EI;’Ltstrlgtnests. Afltlhck))ugh itis lt(jetswatble to co?;rol
unemployment rates. Many of these correlation coeffi- 0" Other determinants of fabour market oulcomes, these

cients are small and not significantly different from zero,regresslon models rely on strong assumptions that may not

especially the correlations between measures of EPL stricp—e Justlﬁed. As a result, both the b""f"”ate a_nd the multi-
ness and the unemployment rates. However, these corr¥§”ate results are of value for assessing the impact of EPL.
lations suggest that EPL strictness may have an effect on  Panel-data methods are used to take advantage of the
employment rates and the share of self-employment. EPhvailability of the EPL indicators at two points in time [Hsiao
strictness on temporary employment is more strongly assq1986)]. The regression coefficients are estimated using the
ciated with employment and self-employment rates than isandom-effects, generalised least squares (GLS) procedure
EPL for regular employment or collective dismisstls. thatincorporates time-invariant “country effectéSince the
Over the past ten years, the correlations have increasdePL strictness indicators are only available for two points in

17. The one possible exception is that stricter EPL for regular employment contributes significantly to the positive association betweenloverall EP
strictness and the employment rate for prime-age men.

18. Allowing for cross-country differences in labour market performance that reflect the influence of omitted variables is highly desirableadut th
dom-effects method for doing so produces biased estimates if these country effects are correlated with the model regressors. Therefore, a Hausm:
test for misspecification of the random-effects model is shown for each regression [Hausman (1978)]. As an additional check, all of the panel mod-
els reported in this chapter were reestimated without country effects. When data for the two periods are pooled, the OLS coefficients for the EPL
variables are similar to the random-effects GLS estimates that are discussed below.
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—— Table 2.7. Correlation coefficients between EPL indicators and static measures
of employment and unemployment2 b

Indicators of the strictness of EPL

Collective
dismissals

Overall EPL,

Regular employment Temporary employment version 2

Overall EPL, version 1°¢

Late 1980s  Late 1990s | Late 1980s Late 1990s | Late 1990s | Late 1980s Late 1990s | Late 1990s

Employmenté
Employment/population ratios

Overall -0.35 -0.27 -0.40* —0.52%** 0.02 -0.43* -0.48** -0.46**
Prime-age males 0.32 0.42** 0.43* 0.31 -0.18 0.42* 0.40** 0.35*
Prime-age females -0.19 -0.14 -0.19 —0.52%** 0.09 -0.21 —-0.42** -0.39*
Youths -0.26 -0.15 -0.42* -0.61***|  -0.08 -0.41* —0.48** —0.48**
Share of self-employment 0.36 0.32 0.46** 0.66***|  -0.05 0.46** 0.59%** 0.56***
Share of temporary employment
Overall 0.27 0.02 -0.03 0.18 0.05 0.10 0.13 0.10
Prime-age females 0.27 0.03 -0.14 0.07 -0.15 0.02 0.06 0.01
Youths 0.45 0.15 0.24 0.38 0.09 0.38 0.35 0.33

Unemploymente: f
Unemployment rates

Overall 0.16 -0.13 0.09 0.14 -0.02 0.15 0.04 0.05
Prime-age males -0.14 -0.37 -0.31 -0.20 -0.05 -0.26 -0.31 -0.30
Prime-age females 0.23 -0.07 0.16 0.16 0.10 0.23 0.08 0.11
Youths 0.21 -0.05 0.30 0.34 0.03 0.31 0.21 0.22
ISCED 0-2, prime age -0.13 -0.34 -0.23 -0.24 -0.07 -0.21 -0.32 -0.32
ISCED 3, prime age 0.15 -0.16 -0.01 0.03 -0.09 0.06 -0.05 -0.06
ISCED 5, prime age 0.17 -0.01 0.11 0.29 -0.05 0.15 0.18 0.17
ISCED 6-7, prime age 0.12 -0.18 0.08 0.21 -0.12 0.11 0.07 0.05

*, ** and *** denote correlation coefficient significant at 10%, 5% and 1% levels respectively.

a) Variables of labour market performance are averages over 1990-1997, except the unemployment rates by levels of education, which are averages over 1991,
1992, 1994, 1995 and 1996.

b) The sample size is between 16 and 21 countries.

¢) Average of summary indicators for regular employment and temporary employment (see Table 2.5 for details and explanations).

d) Weighted average of summary indicators for regular employment, temporary employment and collective dismissals (see Table 2.5 for details and
explanations).

e) Age groups: 16-64 for the overall, 30-54 for prime age and 20-29 for the youth.

f) Educational attainments are divided in four groups: ISCED 0-2 for primary and lower secondary levels of education, ISCED 3 for upper secondary level of
education, ISCED 5 for non-university tertiary level of education and ISCED 6-7 for university tertiary level of education.

Sources: For labour market performance variables see Annex 2.D. EPL variables are from Table 2.5.

time, a two-period model is estimated: the first period comwage bargaining structure.€.the degrees of centralisa-
bines late-1980s EPL values with 1985-1990 averages for th@n and co-ordination of collective bargaining, trade union
performance and control variables, and the second periadkensity, and collective bargaining coverage), two variables
combines late-1990s EPL values with 1992-1997 averagesharacterising income-support schemes for the unem-
for the other variable¥. This averaging has the twin advan- ployed {.e.the average gross replacement rate and the
tages of smoothing out some of the effects of the cycle anchaximum duration of benefits), the tax wedge, spending
reducing measurement erfr. on active labour market policies (ALMPs) and the output
gap to control for the effects of the cycle. Due to limited
The selection of the control variables closely follows availability of the performance and control variables, the
specifications previously used in the literature. The “basidinal regression sample is restricted to 19 of the 27 OECD
specification” includes four variables characterising thecountries for which EPL data are presented in Secti#n I.

19. It would probably be desirable to introduce a time lag between the dates at which EPL strictness and labour market performance are measurec
since it may take several years for changes in EPL to be fully reflected in employment and unemployment. It has, for example, been argued that the
initial impacts of EPL reforms on employment and unemployment may differ from their long-run effects [Bertola and Ichino (1995)]. Itis not yet
possible to explore lagged effects when analysing the EPL data for the late 1990s, but the possibility that recent changes in EPL are not yet fully
visible in labour market performance needs to be taken into account when interpreting the results.

20. Alternative averaging periods were tried, but the results did not change significantly.

21. Two of the countries included in the regression sample, Japan and New Zealand, contribute only a single observation, since no EPL data are avai
able for the late 1980s. More details on data availability, as well as the definitions and sources of the performance and control variables, can be
found in Annex 2.D.
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Unemployment effects and co-ordination of wage bargaining and the generosity of
the unemployment benefits scheme [Bertola (1999)]. The
Thteraction of EPL strictness with the centralisation/co-

relating international differences in overall unemployment(cfrolination index yields a marginally significant, negative

rates to EPL strictness and various combinations of contrg oefficient, consistent with the argument that strict EPL is

;/r?rltatl)les.lThe flftl C(t)kl]umn repgfts a b.aS'C Stpzqflcgtloln ess likely to increase unemployment if wage bargaining is
atclosely parafiels tnose Used In previous studies, inclu >ffectively co-ordinated at the national le¢elThe coef-

ing a typical list of control variables and a single, 0Vera"’ficient of the interaction with the replacement rate for

indicator of EPL strictness. A second version of the baSi%nemployment benefits is zero. Although there is some
onfirmation that interaction effects may be important,

specification is presented in column (2), which differs onIyC
in that separate indicators are used for the three main COMFere is no indication that adding the additional control var-
iables or interactions reveals important effects of EPL

ponents of EPL i(e.strictness for regular employment,
temporary employment and collective dismissals). In bot trictness on overall unemployment that were obscured by
e simpler specifications. The basic finding appears

cases, the results are qualitatively similar. The estimate
coefficient for overall EPL strictness is very small androbust: overall unemployment is not significantly related
to EPL strictness.

insignificant, which accords with the majority of the prior
studies reviewed in Annex 2.C and the plots in Chart 2.2.
Similarly, none of the coefficients for the three compo- Turning now to the demographic composition of
nents of EPL indicates a significant impact on unemploy-unemployment, Table 2.9 presents regressions relating
ment. The latter result is quite novel, since few studiesnternational differences in the unemployment rates of
have analysed the impact of separate components of EPprime-age males, prime-age females, youths and the low-
and suggests that the finding of no link between overalkkilled to EPL. In this and all the following tables, each
EPL strictness and unemployment is not due to off-settingndependent variabld.¢. measure of labour market per-
effects of the separate components of EPL. formance) is investigated using the two versions of the
The remaining five columns of Table 2.8 further basic specification. “Model 1” includes a single, overall
demonstrate the robustness of this result. Columns (3) arjgdicator of EPL strictness (Version 1 from Table 2.5) and
(4) report estimates for two specifications in which the!S Most easily compared with previous studies. “Model 2"
components of EPL are further disaggregated. In the firsihcludes separate indicators of EPL strictness for regu_lar
specification, EPL for regular employment is divided into @MPloyment, temporary employment and collective dis-
two components: regulationsthatimplyatransferfromthén'ssals- It allows for the po§5|blllty that these different
employer to the employeé€. notice period and severance components of EPL have distinct e_ffects on Iabo.ur market
pay) and regulations that imply a net “tax” on the empby_out'comes. Both models also contain the same nine control
ment relationshipie. procedural inconveniences and dif- Variables used in columns (1) to (4) of Table 2.8, although
ficulty of dismissal)?® In the second specification, EPL for their coefficients are not reported.
temporary work is divided intp regulations for fixed-term The regression coefficients only weakly support the
contracts and for TWAs. In neither case, are any of the EPknterence from Chart 2.2 that stricter EPL may affect the
coefficients of statistical significance. demographic composition of unemployment. The strong-
The final three columns of Table 2.8 report results forest evidence is for a reduction in unemployment for prime-
additional generalisations of the basic specificationsage men. However, the bivariate association between
which incorporate two new control variabtésnd inter-  stricter EPL and higher unemployment is only weakly con-
actions between EPL strictness and two measures of labofirmed for youths and totally disappears for prime-age
market institutions that may influence the strength of thevomen. This result is somewhat different from those
link between EPL and unemployment: the centralisatiorobtained by several prior studies, which have also found

22. The fit of the basic specifications are quite good: R-squared values exceed 0.6, the model coefficients are highly jointly significant asd the Hau
man statistic indicates acceptance of the random-effects specification. A number of the control variables have statistically significentsoeffic
that accord well with previous studies.

23. The former may tend to have less impact on employment and unemployment than the latter, because mandated, employer-to-employee transfe
can — at least in principle — be fully off-set by adjusting hiring terms, while payments to third parties or procedural costs represent an inescapable
reduction in the joint income of the employer and employee.

24. The two additional control variables are the percentage of home owners — a control variable proposed in Oswald (1996) and used in Nickell and
Layard (1998) — and earnings dispersion.

25. Elmeskowet al. (forthcoming) found that EPL raises unemployment more in combination with an intermediate level of centralisation and co-ordi-
nation of bargaining, than with either high or low levels. An alternative specification of the model in column (6) of Table 2.8 was estimated that
allowed for such a pattern but the estimated interaction effect was monotonically decreasing, rather than “hump-shaped”.
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Table 2.8. Two-period panel regressions to explain (log) overall
unemployment rate®
Random-effects GLS estimates

. . Augmented
Basic specifications Further disaggregation of EPL gbasic Interactions
components . .
specification
(€ 2 (©)) 4 ®) (6) )
Strictness of EPL
Overall EPL, version 1 -0.01 (0.2) -0.05(0.5) -0.06 (0.6) -0.06 (0.5)
Regular employment 0.02 (0.2) 0.02 (0.1)
Procedural
inconveniences and
difficulty of dismissal -0.05 (0.4)
Notice period and
severance pay 0.08 (0.7)
Temporary employment -0.03 (0.4) -0.04 (0.5)
Fixed-term contracts -0.02 (0.2)
TWASs -0.01 (0.2)
Collective dismissals -0.04 (0.3) -0.11 (0.6) -0.04 (0.2)
Interactions ¢
EPL with the average of
co-ordination and
centralisation -0.29 (1.8)*
EPL with the replacement
rate 0.00 (0.4)
Wage bargaining system
Co-ordination (1-2.5) -0.43 (2.7)*** -0.44 (2.5)** |-0.39 (2.0** -0.44 (2.5)** | -0.23(1.4) -0.01 (0.1) -0.25 (1.4)
Centralisation (1-2.5) -0.25 (0.9) -0.19 (0.6) -0.21 (0.7) -0.21 (0.7) -0.20(0.8) 0.10 (0.3) -0.11 (0.4)
Trade union density (%) -0.01 (1.2) -0.01 (1.1) -0.01 (1.1) -0.01 (1.0) -0.01(1.7)* |-0.01 (1.4) -0.01 (0.2)
Bargaining coverage (%) 0.01 (1.5) 0.01 (1.1) 0.01 (1.2) 0.01 (1.1) 0.01(1.4) 0.01 (1.0) 0.01 (1.1)
Unemployment benefit
scheme
Replacement rate (%) 0.02 (2.1)** 0.01 (1.8)* 0.01 (1.7)* 0.01 (1.8)* 0.01(1.3) 0.01 (1.6) 0.01 (1.0)
Duration (months) 0.00 (0.7) 0.00 (0.5) 0.00 (0.7) 0.00 (0.5) 0.00(1.0) 0.00 (0.9) 0.00 (0.8)
Tax wedge (%) 0.02 (1.6) 0.03 (1.5) 0.03 (1.6) 0.03 (1.5) 0.02(1.4) 0.02 (1.7)* 0.02 (1.4)
ALMP spendings
(as % of GDP) -0.38 (1.4) -0.37 (1.2) -0.33 (1.0) -0.39 (1.3) 0.04(0.1) -0.05 (0.1) 0.04 (0.1)
Output gap -0.11 (3.3)*** -0.11 (3.3)***| -0.11 (3.0)*** -0.11 (3.1)***| —0.09 (2.8)***| -0.09 (3.1)*** -0.10 (3.0)***
Home ownership rate (%) 0.02(2.1)** | 0.02 (1.8)* 0.02 (1.9)*
Earnings dispersion (D9/D1) 0.06 (0.4) 0.13 (0.8) 0.08 (0.5)
Number of observations ¢ 34 34 34 34 34 34 34
R-squared 0.63 0.62 0.64 0.63 0.71 0.75 0.72
Wald test® 35.4 *** 31.6 *** 31.2 *** 30.7 *** 46.8*** 50.6 *** 42.2 ***
Breusch and Pagan testf 0.67 0.69 0.21 0.14 0.03 0.03 0.03
Hausman test9 7.1 6.7 8.3 6.6 5.7 7.6 40.0 ***

*, ** and *** denote statistically significant at 10%, 5% and 1% levels respectively.

a) Generalised least squares estimates for the random-effects panel model. Absolute values of t-statistics reported in parenthesis. Regressions also contain a
constant term.

b) Unemployment rates are averages over 1985-90 and 1992-97. EPL is measured in the late 1980s and the late 1990s, except for collective dismissals, where
late 1990s values are used for both periods. Most control variables are measured over the same two periods. In the cases where data for a control variable
are only available for one of the periods, the same value was assigned to the other period.

¢) Interactions are calculated as the product of the overall EPL indicator (version 1) and the institutional variables (expressed as a mean deviation). For
example, the interaction of EPL with replacement rate in country i is measured as: (EPL indicator for i) x (replacement rate for i — average replacement
rate).

d) Nineteen countries are included in the estimation sample: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, the United Kingdom and the United States. Since EPL data for the late 1980s are
not available for Japan and New Zealand, these countries only contribute a single observation (i.e. for the late 1990s).

e) Wald test for joint significance of regressors (Chi-square statistic).

f) Breusch and Pagan Lagrangian multiplier test for presence of country effects (Chi-square statistic).

g) Hausman test for misspecification of the random-effects model (Chi-square statistic).

Sources: The summary indicators for EPL strictness are from Table 2.2, Panel B, Table 2.3, Panel B and Table 2.5. The sources and definitions for the control
variables and the labour market performance variables are described in Annex 2.D.
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Table 2.9. Two-period panel regressions to explain
log unemployment rates b
Random-effects GLS estimates
Overall Prime-age male Prfigqe;ge Youth Low-skilled
unemployment unemployment unemployment unemployment unemployment
rate rate ¢ p { rate ¢ rate ¢
rate
(€] 2 ®) 4 ®)
Strictness of EPL (model 1)
Overall EPL, version 1 -0.01 (0.1) -0.21 (1.9)* -0.06 (0.5) 0.06 (0.6) -0.13 (0.9)
Strictness of EPL (model 2)
Regular employment 0.02 (0.2) -0.06 (0.4) 0.02 (0.2) 0.01 (0.1) -0.09 (0.5)
Temporary employment -0.03 (0.4) -0.13 (1.6) -0.04 (0.5) 0.02 (0.3) -0.06 (0.6)
Collective dismissals -0.04 (0.3) -0.05 (0.3) 0.15 (1.0) -0.10 (0.5) -0.04 (0.2)
Number of observations 34 33 33 34 34
Model 1
R-squared 0.63 0.55 0.67 0.61 0.55
Wald testd 35.4 *** 39.3 *** 44,9 *** 34.3 *** 50.5 ***
Breusch and Pagan testé 0.7 4.5 ** 0.5 0.8 0.8
Hausman testf 7.1 4.7 10.0 16.0 ** 154 *
Model 2
R-squared 0.62 0.56 0.69 0.61 0.55
Wald testd 31.6 *** 37.3 *** 42.7 *** 31.8 *** 47.0 ***
Breusch and Pagan testé 0.7 35* 0.2 0.6 0.6
Hausman test’ 6.7 6.1 8.0 135 16.9 *

*  ** and *** denote statistically significant at 10%, 5% and 1% levels respectively.

a) For explanations of the estimation method and data definitions see notes a) and b) of Table 2.8.

b) The results presented in this table are obtained from two different model specifications, refered to as “model 1” and “model 2", which correspond to the
specifications in the first and second columns of Table 2.8 and incorporate the same nine control variables and a constant term (coefficients not reported
here).

¢) Prime age refers to the age group 30-54, youth refers to the age group 20-29 and low-skilled refers to workers with no more than primary and lower
secondary levels of education (ISCED 0-2).

d) Wald test for joint significance of regressors (Chi-square statistic).

e) Breusch and Pagan Lagrangian multiplier test for presence of country effects (Chi-square statistic).

f) Hausman test for misspecification of the random-effects model (Chi-square statistic).

Source: See Table 2.8.

evidence that greater EPL strictness has little effect omelationship. These results differ substantially from those

overall unemployment, but have found stronger evidencef several prior studies, using an overall EPL strictness

that it increases relative unemployment for select groupdndicator for the late 1980s, which found a significant

especially youths (se&nnex 2.Cfor a summary of prior negative impact on overall employment, but no effect for

studies). prime-age males [Nickell (1997); Nickell and Layard
(1998)]26

Table 2.10 does confirm that stricter EPL is a sig-

Table 2.10 presents regression results for the eﬁ‘ec’fifiCant factor encouraging the gxpansio_n of se!f—emplqy—
of EPL on employment rates. The coefficients on overallmenf[ (Tab_Ie 2'10’ column 5). This resuit is consistent with
EPL strictness indicate a positive effect on the employprewous findings [Grubb ar_ld Wells (1993)], an_d suggests
ment rate for prime-age men and negative effects fofhat self-employment. functions as an allternatlve.form of
women and the total workforce. However, none of theseemploy.ment that avoids the costs of strict regulation. The
coefficients are statistically significant at even theregulgmons.on regular employment appear to matter most
10 per cent level and it would, thus, appear that EPL ma)f/or stimulating increased self-employment.
have little impact on employment rates once other factors The final two columns in Table 2.10 examine the
are controlled for. The coefficients for the three compo-effect of EPL on the share of temporary work in total
nents of EPL also fail to confirm a statistically significant employment, first for the total workforce and then for

Employment effects

26. The Hausman misspecification test indicates that the random-effects specification used here may be inappropriate.

OECD
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Table 2.10. Two-period panel regressions to explain employment& b. ¢ ———
Random-effects GLS estimates

Prime-age

Overall Prime-age male female Youth Temporary share ~ Temporar
employment/  employment/ employment/  Share of self- porary porary
- - employment/ . in total share in youth
population population - population employment d
: s d population S employment employment
ratio ratio ratio @ ratio
(€} @ ®d) (O] ®) (6) @)
Strictness of EPL (model 1)
Overall EPL, version 1 -1.59 (1.1) 137 (1.5) -3.66 (1.4) -0.54 (0.3) 2.75 (2.3)** -0.01 (0.0) 1.81 (0.5)
Strictness of EPL (model 2)
Regular employment -1.30 (0.7) 091 (0.8) -3.86 (1.1) 0.04 (0.0) 4.62 (3.9*** 526 (2.5)** -6.93 (1.7)*
Temporary employment -0.64 (0.7) 0.44 (0.8) -1.77 (1.1) -0.31 (0.3) -0.02 (0.0) 0.90 (0.9) 2.88 (1.2)
Collective dismissals -0.44 (0.2) -3.37 (1.7 -4.69 (0.7) 0.80 (0.3) 0.78 (0.3) -5.76 (1.5) -6.17 (1.0)
Number of observations 34 34 34 33 36 28 27
Model 1
R-squared 0.69 0.50 0.54 0.60 0.54 0.21 0.27
Wald test® 29.8 *** 58.2 *** 11.6 45.0 *** 12.9 6.2 5.6
Breusch and Pagan testf 25 2.4 7.6 *** 1.2 13 4.1 ** 4.0 **
Hausman test¢ 8.7 17.6 ** 35.6 *** 27.5 *** 95.6 *** 5.2 3.2
Model 2
R-squared 0.68 0.46 0.51 0.60 0.48 0.08 0.09
Wald test® 25.1 ** 66.4 *** 8.6 41.9 *** 22,9 ** 23.1 ** 11
Breusch and Pagan testf 2.1 2.7 5.7 ** 0.9 1.6 4.5 ** 4.5 **
Hausman test9 26.7 *** 48.8 *** 37.7 *** 26.0 *** 3.4 10.5 7.9

*, ** and *** mean statistically significant at 10%, 5% and 1% levels respectively.

a) See note a) of Table 2.8 for an explanation of the estimation method.

b) Employment/population ratios are averages over 1985-90 and 1992-97.

c) See note b) from Table 2.9 for an explanation of the two regression models.

d) Prime age refers to the age group 30-54 and youth to the age group 20-29.

e) Wald test for joint significance of regressors (Chi-square statistic).

f) Breusch and Pagan Lagrangian multiplier test for presence of country effects (Chi-square statistic).
g) Hausman test for misspecification of the random-effects model (Chi-square statistic).
Source: See Table 2.8.

youths. These regressions accord with the bivariate anafional differences in its prevalence (as indicated by the low
ysis in detecting no significant effect of overall EPL strict- goodness-of-fit statisticg).

ness on the overall share of temporary employment and, at

best, a weak effect for youths. When three separate indi-

cators of EPL strictness are included in the model for totakfect of changes in EPL on changes

temporary employment, many of the estimated coefficient$, |abour market outcomes

are large but the signs are uniformly inconsistent with the

theoretical predictions that regulation of regular employ- Have the changes in EPL during the past decade had
ment increases the incidence of temporary employmerd detectable effect on employment and unemployment?
while regulation of temporary employment reduces it.The regression models in Tables 2.8 to 2.10 were reesti-
Thus, the analysis does not confirm earlier research thahated in first-difference form, which relates changes in
found an important role for EPL in encouraging the growthlabour market outcomes to changes in EPL strictness and
of temporary employment, but neither is it particularly suc-the control variable€ A representative selection of the
cessful at identifying alternative explanations for interna-results are reported in Table 2.2%1.

27. Several additional attempts were made to improve the model specification, but the qualitative results did not change. For example, the estimatio
sample was restricted to European Union countries, since that reduces cross-country differences in the nature and measurement of temporat
employment [OECD (199§ Table 2.5)]. Also, Model 2 was reestimated omitting the EPL indicator for collective dismissals, since the coeffi-
cients of this variable behave quite erratically.

28. Since first differencing the data removes any country effects, these models are estimated using ordinary least squares (OLS).

29. Three variables, for which only second-period.(mid to late 1990s) data are available had to be omitted from these regressoB®I for col-
lective dismissals, unemployment benefit duration and the tax wedge).



Table 2.11.

Changes in the strictness of EPL
(model 1)
Overall EPL, version 1

Changes in the strictness of EPL
(model 2)
Regular employment
Temporary work

Number of countries

Model 1
Adjusted R-squared
F testd

Model 2
Adjusted R-squared
F testd

Changes in the strictness of EPL
(model 1)
Overall EPL, version 1

Changes in the strictness of EPL
(model 2)
Regular employment
Temporary work

Number of countries

Model 1
Adjusted R-squared
F testd

Model 2
Adjusted R-squared
F testd

Employment Protection and Labour Market Performanéd—

Cross-section OLS estimates

Changes in unemployment rates

Regressions to explain changes in the performance variables,
from the late 1980s to the late 1990s4 b

Prime-age Prime-age .
Overall males ¢ females © Youth¢ Low-skilled ¢
()] @ (©)] O] ©)
0.50 (0.3) 0.62 (0.6) 0.67 (0.3) 0.85 (0.4) 1.68 (1.1)
-2.51 (1.1) -1.36 (0.9) —-7.53 (3.3)** -0.96 (0.3) 0.26 (0.1)
0.34 (0.4) 0.37 (0.7) 0.59 (0.8) 0.48 (0.4) 0.81 (1.0)
17 17 17 16 16
0.45 0.62 -0.10 0.55 0.70
26 * 4.3 ** 0.8 33* 5.4 **
0.48 0.64 0.57 0.49 0.66
2.7 4.2 ** 34 * 2.6 4.2 **
Changes in employment/population ratios Changet;pi:Stgfeesnllgliiincqxggtifferent
Overall Prrinrgfe—:ge F;srr:;l:sgf Youth¢ Self-employment Temporary
() @ ©)] O] () (6)
-1.81 (0.9) 0.03 (0.0) -0.60 (0.2) -1.58 (0.6) -2.25 (1.6) 5.34(1.3)
-2.58 (0.9) 0.56 (0.3) -2.95 (0.7) -0.85 (0.2) 2.16 (1.2) -10.19(3.1)*
-0.85 (0.8) 0.00 (0.0) -0.21 (0.1) -0.79 (0.6) -1.22 (1.9)* 1.32(1.5)
17 17 17 17 19 12
0.69 0.60 0.43 0.66 0.09 0.29
5.5 ** 4.0 ** 25 4.9 ** 12 1.6
0.66 0.55 0.38 0.61 0.27 0.89
45 ** 32* 21 3.8 ** 1.8 10.5*

* and ** denote statistically significant at 10% and 5% levels, respectively.
a) Changes in the performance, EPL and control variables are measured between the first and second periods of the panel models reported in Tables 2.8

to 2.10.

b) The regressions include the same control variables as the panel models in Tables 2.9 to 2.10, except that two variables, for which no data were available for
the late 1980s, are omitted (i.e. unemployment benefit duration and tax wedge).
¢) Prime age refers to the age group 30-54, youth to the age group 20-29 and low-skilled to workers with no more than primary and lower secondary levels of

education (ISCED 0-2).

d) F-statistic test for joint significance of regressors.

Source: See Table 2.8.
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Overall, these results indicate that it is difficult to association is very weak.By contrast, stricter EPL is
confirm that recent EPL reforms have been associatethore strongly associated with lower rates of labour turn-
with changes in employment and unemployment. Virtu-over. Spain and Poland emerge as outliers, however, when
ally all of the coefficients on the variables for changes inthe share of the workforce with less than one year of job
EPL strictness are statistically insignificant; while thetenure is used as an alternative measure of annual labour
three exceptions all have the “wrong” sign. However, aturnover. Spain has much higher labour turnover than other
weakness of these first-differenced models is thatountries with equally strict EPL, reflecting the high share
changes in employment and unemployment are beingf temporary employment in the Spanish labour market.
related to approximatelgontemporaneoushanges in Poland’s very low labour turnover, despite intermediate
EPL, whereas it probably would be better to allow for alevels of EPL, may reflect aspects of its recent transition to
lagged effect between recent reforms and labour market market economy, including that employment protection
outcomes. Given the data available, this was not possiblevas much stricter quite recently and that turnover was very
A second weakness is that EPL, particularly provisiondow during the communist era.
for regular employment, was largely unchanged in many
of the countries between the late 1980s and the late  Mean job tenure is higher in countries with stricter
1990s. Nonetheless, the first-differenced regressions sugmployment protection (Chart 2.3, Panel B). Once again,
gest that EPL probably has not been a dominant expla?oland is an outlier. Similarly, five-year retention rates
nation of international differences in changes in the levelgi.e. the probability that worker-job matches observed at
and composition of employment and unemployment inone point in time will still be intact five years later) tend to
recent years. rise with the strictness of employment protection. This is

consistent with EPL creating greater job security for work-
ers already employed, encouraging employers to screen

C. Effects on labour market dynamics new employees more carefully and discouraging incum-
bent employees from quitting in order to search for another
Bivariate associations job. The relationship between employment protection and

) o o more durable jobs is especially strong for jobs having
Chart 2.3 examines the bivariate association betweegyreaqy |asted at least five years. Omitting very low tenure

the most comprehensive indicator of EPL strictness in th?obs which are potentially fixed-term or TWA positions
late 1990s (along the horizontal axis) and 12 measures ‘Hrings Australia, Germany, Japan and Spain into closer

labour market dynamics (along the vertical axis). Thes@gnformity with the general pattern, but Finland remains
scatter plots generally are consistent with the theoretical, outlier, combining very low retention rates with inter-

prediction that stricter EPL leads to a labour market with,adiate EPI32 Stability among workers having already
lower turnover, but some of the associations are Stro”g%{ccumulated five years of tenure is unusually high in

than others and there are notable examples of countriggance, even after accounting for the relative strictness of
diverging from the overall tendency. EPL.

The simple associations between overall EPL strict-

ness and measures of job and labour turnvare pre- Stricter employment protection is associated with
sented in Chart 2.3, Panel A. These scatter plots do ndéower flows into and out of unemployment and longer
suggest that international differences in employment proglurations of unemployment (Chart 2.3, Panel*TThe
tection are an important determinant of differences in overmonthly unemployment inflow rate is highest in Canada
all job turnover, consistent with earlier analysis by theand the United States, which score very low on EPL strict-
OECD (1993). Even when attention is restricted to job ness, and generally declines as EPL strictness rises. A
turnover at continuing firms, the component of overallsimilar, but weaker statistically, relationship holds for
turnover that is most likely to be discouraged by EPL, thethe monthly rate at which unemployed persons exit

30. Job turnover is the sum of job creation and job destruction measured at the level of individual firms (or establishments). Labour turnover is job
turnover plus movements of workers between on-going jobs. See Annex 2.D for definitions and sources of all the dynamic variables.

31. Although stricter EPL creates incentives for firms to smooth employment for any given system of wage setting, countries with stricter EPL may not
have lower job turnover than other countries because they are characterised by less wage flexibility in response to labour demand “shocks” [Bertole
and Rogerson (1997)].

32. The severe recession of the early 1990s probably accounts for the low retention rate for Finnish workers.

33. The unemployment inflow rate is defined as persons unemployed for less than one month as a percentage of the source population (the working-ag
population less the unemployed) and the outflow rate as the percentage of the unemployed moving to employment or out of the labour force in an
average monthly. Note that both inflows and outflows include transitions between unemployment and inactivity that may be less relevant for
assessing the impact of EPL than flows between unemployment and employment.
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Chart 2.3. Overall EPL strictness 2 and labour market dynamics

Panel A: Job and labour turnover
(as a percentage of employment)
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Chart 2.3. Overall EPL strictness 2 and labour market dynamics  (cont.)

Panel B: Job tenure and retention rates
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Chart 2.3. Overall EPL strictness 2 and labour market dynamics  (cont.)
Panel C: Unemployment flows and durations
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a) Overall EPL strictness, version 2.
Sources: See Table 2.5 and Annex 2.D.

OECD



86 — OECD Employment Outlook

unemployment* Korea is an exception, however, comb- sion models because data are not available for the late 1980s.
ing an extremely high unemployment outflow rate with Thus, this analysis is limited to one measure of job stability
moderately strict employment protectiéh.Both mean and five of unemployment dynamics.

unemployment durations and the share of the unemployed . ) )

who have been jobless for at least a year tend to be higher Regression results for the five-year retention rate do

in countries with stricter EPL, consistent with several ear70t confirm the link between stricter EPL and greater job

lier studies [Blanchard and Portugal (1998); Gregg andtability suggested py the t?ivariate ar!alysis, but. this may be
Manning (1997); Jackmaretal. (1996); Nickell and due to data only pelng avallgblle for nine countrles. By con-
Layard (1998); OECD (1993)]. trast, the_regresspn analysis is more supportive of stricter
EPL slowing flows inteandout of unemployment, although
Table 2.12 reports pair-wise correlations betweermany of the coefficients are not estimated with a high level
nine measures of labour market dynamics and twelvef precision. The evidence is strongest for stricter EPL slow-
measures of EPL. Most of these correlations are not signg the inflow rate into unemployment and lengthening the
nificantly different from zero, at even the 10 per cent level.mean duration of unemployment. EPL for both regular and
However, the correlations with EPL strictness are quiteemporary employment appears to have the effect of reduc-
strong and frequently significant for several of the varia-ing the number of workers becoming unemployed, but also
bles: the labour turnover and unemployment inflow ratesf lengthening the expected time spent unemployed. The
and the two measures of unemployment duration (meaoff-setting nature of the reduction in the number of workers
duration and the share of unemployed who have beebecoming unemployed and the increase in unemployment
searching for more than one year). The strongest and mogtiration suggests that the impact of EPL on overall unem-
consistent finding is that of a negative association betweeployment will tend to be muted, consistent with the analysis
EPL strictness and the inflow rate to unemployment. Ausing a static measure of unemployment. Thus, one conclu-
second finding concerns the relative importance of differsion of the statistical analysis is that EPL appears to have a
ent components of employment protection. The overalgreater impact on thdynamicsand compositionof unem-
strictness of employment protection is significantly relatedployment than on itéevel
to lower labour turnover and higher mean tenures, but most
of this association operates through EPL practices affect-
ing regular employment. For example, lower labour turn-

over rates appear to be most strongly associated with the The chapter has focused on making international

procedural inconvenience and difficulty-of-dismissal . . )
. comparisons of the strictness of employment protection
aspects of the regulation of regular employment. By con- . .
) and then analysing whether these differences affect some

trast, lower inflows to unemployment and longer mean . .
spects of labour market performance. The main contri-

durations appear to be about equally associated Witﬁ . .
o . : ution here has been to provide new data about current
restrictive regulations affecting temporary and regular

employment. employment protection regulation and how it dil_‘fers fro_m

a decade ago. These new data also extend the international
comparative analysis of EPL to a wider range of OECD
Multivariate analysis countries and incorporate measures of special regulations

. applicable to collective dismissals.
The extent to which EPL reduces labour market flows

can be better gauged if other factors influencing these vari-  The expanded OECD dataset on employment pro-
ables are controlled for using the regression frameworkection regulation confirms that EPL practice differs sig-
introduced above to examine static measures of employmentficantly across countries. In most respects, it appears that
and unemployment. Table 2.13 reports GLS regressiothere has been quite high persistence in national systems of
coefficients for two-period panel models, in which selectemployment protection regulation over the past ten years,
measures of labour market dynamics have been regressed despite some reforms. In both the late 1980s and the late
summary indicators of EPL strictness and nine additional990s, EPL was strictest in southern Europe and least
control variables. Many of the dynamic variables used in theestrictive in the United States and the United Kingdom.
bivariate analysis cannot be examined using panel regrestowever, there are also some examples of large changes

34. Boeri (1999) also finds that stricter EPL reduces the outflow rate from unemployment, particularly the rate at which the unemployed move into
jobs.

35. The very high unemployment outflow rate for Korea (and the correspondingly low probability of long duration unemployment) may reflect the
combination of very rapid growth rates and the absence of a system of unemployment benefits during 1990-1997, both conditions that have
recently changed.
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Table 2.12. Correlation coefficients between EPL indicators and measures
of employment and unemployment dynamics?

Job turnover Labour Tenure less Mean tenure Retention rate Retention rate  Unemployment Unemployment unemMTgnment Un;rgr[:%r;?nt
rate turnover rate than 1 year (5 years) (5 years) b inflow rate outflow rate d ploy
uration 1 year
Strictness of EPL
(in the late 90s) on
Regular employment -0.10 —0.87*** -0.39* 0.40* 0.34 0.32 —0.57*** -0.21 0.36* 0.16
Procedural inconvenience -0.24 —-0.73** -0.37* 0.36 0.24 0.27 —0.47** -0.17 0.41** 0.15
Notice and severance pay 0.07 -0.49 -0.21 0.29 0.02 0.28 —0.47*%* -0.32 0.28 0.32
Notice ¢ -0.16 -0.58* -0.31 0.41* 0.11 0.21 -0.28 -0.28 0.07 0.31
Severance pay 9 0.24 -0.11 -0.06 0.09 -0.07 0.19 -0.34* -0.17 0.26 0.15
Difficulty of dismissal -0.04 —0.80*** -0.36* 0.33* 0.52 0.31 —0.43** -0.04 0.17 -0.06
Temporary employment -0.25 -0.39 -0.24 0.32 0.07 0.56 -0.39* -0.22 0.48** 0.41**
Fixed-term contracts -0.08 -0.25 -0.21 0.32 -0.23 0.36 -0.33* -0.27 0.32 0.30
Temporary work agencies -0.41 -0.47 -0.24 0.27 0.35 0.63* —0.40** -0.17 0.51*** 0.43**
Collective dismissals -0.37 0.31 -0.12 0.27 -0.25 0.00 -0.20 -0.32 0.11 0.13
Overall EPL, version 1 -0.21 -0.64* -0.35 0.40* 0.19 0.48 —0.52%** -0.25 0.49** 0.37*
Overall EPL, version 2 -0.26 —-0.60* -0.36 0.43** 0.17 0.50 —0.54*** -0.30 0.50** 0.39**
Number of observations 15 9 22 22 9 9 27 27 25 27

*, ** and *** denote correlation coefficient significant at 10%, 5% and 1% levels, respectively.

a) Labour market performance variables are averages over 1990-97.

b) Five-year retention rate for workers beginning with between 5 and 10 years of tenure.

¢) Average strictness score for notice period after 9 months, 4 years and 20 years, as reported in Table 2.2, Panel B.

d) Average strictness score for severance pay after 9 months, 4 years and 20 years, as reported in Table 2.2, Panel B.

Sources: EPL strictness indicators from Tables 2.2 to 2.5. See Annex 2.D for the sources and definitions of the measures of employment and unemployment dynamics.
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Table 2.13. Two-period panel regressions to explain employment
and unemployment dynamics@ b. ¢
Random-effects GLS estimates

Retention rate Unemployment Unemployment Mean une?"r?alrg ed Long-term
(5 years) inflow rate outflow rate unemployment morepth);n unemployment
y (months) (months) duration (months) 1 yeard rate (log)
@ @ (©)] 4 ®) (6
Strictness of EPL (model 1)
Overall EPL, version 1 -1.03 (0.3) -0.45 (4.8)*** -5.37 (2.2)** 0.13 (3.6)*** 4.30 (1.3) 0.10 (0.2)
Strictness of EPL (model 2)
Regular employment n.a. -0.20 (1.6) -4.00 (1.3) 0.10 (2.6)*** 3.66 (0.8) 0.25 (0.9)
Temporary employment n.a. -0.24 (4.0)*** -2.17 (1.3) 0.05 (1.6) 1.85 (0.8) -0.03 (0.2)
Collective dismissals n.a. -0.05 (0.3) -1.17 (0.3) 0.06 (1.3) 2.77 (0.4) 0.09 (0.2)
Number of observations 17 34 34 34 34 36
Model 1
R-squared 0.89 0.65 0.51 0.56 0.43 0.56
Wald test® 43.1 *** 50.4 *** 21.2 ** 29.3 *** 13.7 28.5 ***
Breusch and Pagan test' 2.4 6.3 ** 7.0 *** 17 8.8 *** 6.7 ***
Hausman test9 182.7 *** 7.1 2.0 3.7 4.5 5.6
Model 2
R-squared n.a. 0.65 0.51 0.60 0.45 0.54
Wald test® n.a. 48.1 *** 19.4 * 26.5 *** 12.9 27.1 ***
Breusch and Pagan testf n.a. 5.4 ** 6.8 *** 28 * 5.9 ** 6.6 **
Hausman test9 n.a. 5.2 2.6 31.9 *** 6.5 7.2

* ** and *** mean statistically significant at 10%, 5% and 1% levels respectively.
n.a.. Not available due to insufficient observations to estimate the model.

a) See note a) of Table 2.8 for an explanation of the estimation method.

b) Measures of employment and unemployment dynamics are averages over 1985-90 and 1992-97.

¢) See note b) of Table 2.9 for an explanation of the two regression models estimated.

d) As a percentage of all unemployed.

e) Wald test for joint significance of regressors (Chi-square statistic).

f) Breusch and Pagan Lagrangian multiplier test for presence of country effects (Chi-square statistic).
g) Hausman test for misspecification of the random-effects model (Chi-square statistic).
Source: See Table 2.12.

over the past decade, especially in relaxing the regulationverall effect being a net reduction. However, these corre-
of temporary employment. lations become very weak and statistically insignificant

As regards the effects of employment protection onwhen mutivariate regressions are used to isolate the causal
labour market performance, this chapter’s results are quaimpact of EPL from that of other determinants of employ-
itatively consistent with the results of earlier studies inMent. By contrast, the evidence is quite robust for stricter
many cases. This analysis strengthens the conclusion th&PL léading to an expansion of self-employment. Contrary
EPL strictness has little or no effect on overall unemploy-{0 the predictions of economic theory and several prior stud-
ment. Simple, cross-country comparisons suggest that EPES: the néw data do not indicate a clear link between EPL
may affect the demographic composition of unemploy-and the share of workers in temporary jobs. However, it is
ment, with lower unemployment for prime-age men beingPOSSib'e that insufficient time has passed for employers’ use
offset by higher unemployment for other groups, particu-Cf temporary employment contracts to adapt fully to recent
larly younger workers. However, this latter finding must beiberalisation in their use in a number of countries.

regarded as tentative, since the evidence from the multi- Both the bivariate and the multivariate analyses sup-

variate regressions does not support it except in the case gyt the hypothesis that stricter EPL lowers some forms of
stricter EPL having a negative impact on the unemploy{ahour market turnover. Stricter EPL appears to expand the
ment of prime-age males. number of stable jobs, as intended by its supporters. How-

The evidence is also somewhat inconsistent forever, unemployment spells also tend to last longer. With
employment. Simple, cross-country comparisons suggestricter EPL, fewer individuals become unemployed, but
that EPL raises employment for prime-age men, but lowerthose who become unemployed are at a greater risk of
employment for youths and prime-age women, with theemaining unemployed for a year or more. EPL provisions
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for both temporary and regular employment appear to haviabour market conditions evolve, it should be verified that
an important dampening impact on turnover. excessively restrictive or poorly designed provisions for
employment protection are not creating barriers to employ-
The implications of these findings for policymaking ment for youths or other labour force groups that may face
cannot be reduced to a simple formula. Overall, the analdifficulties in gaining access to stable jobs. However, any
ysis confirms that EPL should be monitored closely as parinitiatives to reform employment protection practices have
of the continuing process of evaluating and fine-tuning arfo confront difficult trade-offs, such as whether to lessen
overall strategy for lowering long-duration unemploymentjob protection for high-tenure workers in order to improve
and improving labour market performance generally. Asemployment opportunities for recent school leavers.

OECD
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Annex 2.A

The following nine tables present the more detailedWyatt Data Services [Watson Wyatt (1997, 1998)], Incomes Data
descriptions of employment protection regulation that form theServices [IDS (1995, 1996, 1997)] and the European Commis-
basis for the indicators of EPL presented in Tables 2.2 to 2.5 andion (1993). OECD governments provided additional informa-
discussed in Section |. These descriptions are based on a varigfgn, based on a request for information from the
of national sources as well as multi-country surveys by WatsorODECD Secretariat.
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Administrative procedures for individual notice and dismissal?@

Situation of a regular employee, after any trial period for the job, who is dismissed on personal grounds
or individual redundancy, but without fault

Australiad

Austria

Belgium

Canada

Czech Republic
Personal reasons

Redundancy

Denmark

Finland
Personal reasons

Lack of work

France
Personal reasons

Economic reasons

Germany

Greece

Hungary

Notification procedures?

Estimated time before notice can start®

Requirement S(g??:;e Requirement d:ir;/s
No prescribed procedures. In case of legal 0.5 | Written or oral notification. 1
proceedings, tribunal will consider whether there
were warnings, provision of an opportunity to the
employee to answer allegations and, particularly
in the case of redundancy, whether trade union/
employee representatives were notified.
Notification first to works council (if one exists), 2 | Maximum 5 days for works council to react. 9¢e
then to employee. Notice can then be served, usually by registered

mail.
Notification of employee usually by registered 0.5 |Registered letter or oral notification. 1.5
letter. Oral notification possible if employer
chooses severance pay in lieu of notice.
No prescribed procedure. 0 | Written or oral notification. 1
Notification of employee and trade union body, 2 | Letter sent by mail or handed out directly. 7
after previous warning.
Notification of employee, trade union and public 2 | Advance consultation, with offer of another job 7
employment office. or re-training if feasible; then letter sent by mail

or handed directly to employee.
Legal requirement of written notice only for white 0.5 |For white collar workers, letter sent by mail 1
collar workers. Employees can request or handed out directly.
negotiation with the union once notice
is received.
Statement of reasons and information on appeals 1.5 |Advance discussion, then notice orally 7
procedures given to the employee. Advance or in writing.
discussion with employee and trade union if
requested by employee.
In companies with 30 or more employees, 2 | Invitation to consultation; 5-day delay; 15
notification to trade union representatives and consultation for 7 days; then notice in writing.
consultation on reasons and ways to avoid
lay-off.
Statement of reasons to employee; in many 1.5 | Letter; interview; notice served in a second letter 9
cases, additional notification of works council including statement of reasons.
is requested by collective agreement.
Labour Inspectorate and usually the personnel 2 | Letter, interview including re-training offer; 15
delegates or works council. a second letter after delay of at least 7 days.
Notification to employee, usually in writing 2.5 | After notification, maximum 7 days for works 17f
(required in many collective agreements), after council to object to dismissal. Notice can then
oral or written warnings to employee in case be served, specifying the 1st or 15th of the
of dismissal for lack of performance. Previous month.
notification of planned dismissal, including
reasons for termination, to works council (if one
exists). In case of notice given despite works
council objection and subsequent law suit,
dismissal has to wait for decision by Labour
Court.
Written notice to employee, plus additional 2 | Letter sent by mail or handed directly 1
notification to OAED local office (public to employee.
employment service). Previous warning in case
of dismissal for poor performance may be
advisable.
Statement of reasons upon request, after written 1 | Advance discussion, then letter sent by mail 13

warnings and provision of an opportunity to the
employee to answer allegations.

or handed directly to employee.

OECD
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Situation of a regular employee, after any trial period for the job, who is dismissed on personal grounds
or individual redundancy, but without fault

Ireland
Individual
termination

Redundancy

Italy

Japan
Personal reasons

Managerial
reasons

Korea
Personal reasons

Managerial
reasons

Mexico

Netherlands

New Zealand
Personal reasons

Redundancy

Norway

Poland

Portugal

Notification procedures?

Estimated time before notice can start®

Administrative procedures for individual notice and dismissal? (cont.)) ——

Requirement S(g??:;e Requirement d:ir;/s
No prescribed procedure, but advisable to serve 1 | Written or oral notification. 7
notice in writing after warnings specifying what
aspect of behaviour is sub-standard. Employee
can request statement of reasons.
Copy of official redundancy form to be sent 2 |ldem. 2
to Department of Employment.
Written notice to employee who can require 1.5 | Letter sent by mail or handed directly 1
communication of detailed reasons and can to employee.
request conciliation by the provincial employment
office or through conciliation committees set up
under collective agreements.
To stand up in court, it is considered advisable 1 | Written or oral notification. 1
that notice is given in writing and reasons are
stated. Some collective agreements provide
for prior consultation with trade union.
The courts must be satisfied that trade union/ 2 | Sincere consultation on need for dismissal and 5
employee representatives have been adequately standards of selection, then letter of dismissal.
notified and consulted.
Statement of urgency and reasons to employee. 1 | Letter sent by mail or handed directly 1
to employee.
Notification of union or other worker 2.5 | Sincere consultation procedure on need 63
representatives 60 days before dismissal. for dismissal and standards of selection within
the 60-day period; then letter of dismissal.
Statement of reasons to the employee. 1 |Letter sent by mail or handed directly 1
to employee.
Prior authorisation from regional employment 3 | Authorisation procedure normally takes 31
office needed, except in cases of bankruptcy and 4-6 weeks, although there is a trend towards
mutual agreement. 9 shorter duration (“shortened procedure”); then
written notice by registered mail.
Statement of reasons to the employee, after 1 | Notification orally or in writing, as provided 7
written warnings and provision of an opportunity for in contract.
to the employee to answer allegations and
improve performance.
Notification of trade union/employee 0.5 | Consultation on selection and ways of avoiding 7
representatives only if required by contract. dismissal may be required by contract.
Written notice to employee, with statement 1.5 | Letter sent by mail. (Notice period runs from 2
of reasons upon request. the first day of the month following that in which
notice was given.)
Notification to representative trade union 2 |5 days for consultation with local trade union on 13
of intention to terminate, including reasons justification for dismissal. (In case of objection,
for dismissal. In case the employee takes the case case will be submitted to upper union levels
to the labour court, the court may require which shall give their opinion within another
evidence of a warning procedure and of a fair 5 days.) Notice can then be served, usually by
account of trade union opinions. mail.
Written notice to employee and employee 2 | After initial notification, minimum two weeks 21

representatives justifying the reasons for dismissal
and the lack of suitable alternatives. In case

of individual termination for unsuitability,

a replacement must be hired. In case of economic
redundancy, employee representatives can call

in the Labour Inspectorate to verify justification
of dismissal.

for employee or works council to present their
views, and a further delay of 5 days before final
notice is issued, usually in a letter sent by mail
or handed directly to employee.
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— Table 2.A.1. Administrative procedures for individual notice and dismissal? (cont.)) ——

Situation of a regular employee, after any trial period for the job, who is dismissed on personal grounds
or individual redundancy, but without fault

Notification procedures? Estimated time before notice can start®
. Score . In
Requirement (0-3) Requirement days
Spain Written notice with statement of reasons, plus 2 | Letter sent by mail or handed directly 1
notification to workers’ representatives. to employee.
Sweden

Personal grounds Written notification to employee and trade union, 2 | Minimum 14 days to be allowed for consultation 23
after at least one previous warning (as proof of before notice can be served.
“long-standing” problems) that action
is intended; reasons to be given if requested by
employee.

Redundancy Notification to employee, trade union and county 2 | Duty to negotiate on pending dismissals before 7
labour board which may request consultation on notice can be served. Lack of suitable alternatives
selection and dismissal procedures. must be demonstrated in all cases.

Switzerland Notification to the employee who has the right 0.5 | Letter sent by mail or handed directly 1
to request a statement of reasons. to employee.

Turkey Written notice to employee and notification, 2 | Letter sent by mail or handed directly 1
within 15 days, to Ministry of Labour. to employee.

United Kingdom

Individual Employees with 2 years’ continuous service have 0.5 | Written or oral notification. 1

termination the right to demand the reasons in writing.

Redundancy Consultation with recognised trade union 1.5 | “Reasonable notice” that redundancy is being 3
recommended, but not legally required when few considered.
workers are affected.

United States No prescribed procedures. Only a few States 0 | Written or oral notification. 1
prescribe a “service letter” a certain period after
dismissal, noting the reasons for termination.

a) The procedures are either directly legislated or generally considered necessary because without them the employer’s case will be weakened before the
courts, if a claim for unfair dismissal is made.

b) Procedures are scored according to the scale 1 when a written statement of the reasons for dismissal must be supplied to the employee; 2 when a third
party (such as a works council or the competent labour authority) must be notified; and 3 when the employer cannot proceed to dismissal without
authorisation from a third party.

¢) Estimated time includes an assumption of 6 days in case of required warning procedure prior to dismissal (although such time periods can be very diverse
and range from a couple of days to several months). One day is counted when dismissal can be notified orally or the notice can be directly handed to the
employee, 2 when a letter needs to be sent by mail, and 3 when a registered letter needs to be sent.

d) Australia: when they do not refer to all employees, procedures and requirements in Tables 2.A.1 to 2.A.9 refer to the federal workplace relations system
which regulates employment conditions for approximately half the workforce.

e) Austria: 3 days if no works council is present.

f) Germany: 8 days if no works council is present.

g) Netherlands: notification of trade union/employee representatives may also be required by contract. Instead of turning to the public employment service
(which may refuse authorisation), both employers and employees can also file a request with the Cantonal Court that the employment contract be
dissolved “for important reasons”. This is done in an increasing number of dismissal cases.

OECD
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Table 2.A.2.

Required notice and severance pay for individual dismissal

Case of a regular employee with tenure beyond any trial period, dismissed on personal grounds or economic redundancy,

Australia ¢

Austria

Belgium

Canada

Czech Republic

Denmark

Finland

France

Germany

Type of worker

but without fault?

Notice/tenure ©

Severance pay/tenure ?

All workers

Workers dismissed
for redundancy

Blue collar

White collar

Blue collar

White collar

All workers
(federal jurisdiction)

All workers
(Ontario)

Other jurisdictions
All workers

Workers dismissed
for redundancy

Blue collaré

White collar

All workers

Blue collar
White collar

All workers

1 week < 1 year, 2 weeks < 3 years,

3 weeks < 5 years, 4 weeks > 5 years. These
notice periods are increased by one week if
employee is over 45 years old and has over
2 years continuous service.

Idem.

Usually 2 weeks (but ranging from 1 day

in construction industry to 5 months in some

collective agreements).

6 weeks < 2 years, 2 months < 5 years,
3 months < 15 years, 4 months < 25 years,
5 months > 25 years.

0 in trial period; 7 days < 6 months,

28 days < 20 years, 56 days > 20 years (can
be modified by royal decree or collective
agreements).

7 days < 6 months (trial period),

3 months < 5 years. Plus 3 more months
of notice for each additional 5 years

of service.d

2 weeks.

1 week < 1 year, 2 weeks < 3 years,
3 weeks < 4 years, 4 weeks < 5 years,
up to 8 weeks > 8 years.

Notice requirements similar to Ontario
in most other provinces.

2 months.
3 months.

0 < 9 months, 21 days < 2 years,
28 days < 3 years, 56 days < 6 years,
70 days > 6 years.

14 days < 3 months, 1 month < 5 months,
3 months < 33 months,

4 months < 68 months,

5 months < 114 months,

6 months > 114 months.

0 < 4 months, 1 month < 1 year,

2 months < 5 years, 3 months < 9 years,

4 months < 12 years, 5 months < 15 years,
6 months > 15 years.

7 days < 6 months, 1 month < 2 years,
2 months > 2 years.

15 days < 6 months, 1 month < 2 years,
2 months > 2 years.

2 weeks in trial period, 4 weeks < 2 years,
1 month < 5 years, 2 months < 8 years,

3 months < 10 years, 4 months < 12 years,
5 months < 15 years, 6 months < 20 years,
7 months > 20 years.

(Notice periods > 4 weeks only apply

to workers above 25 years of age.)

None.

0 < 1 year, 4 weeks < 2 years,
6 weeks < 3 years, 7 weeks < 4 years,
8 weeks > 4 years (typical cases).

2 months > 3 years, 3 months > 5 years,
4 months > 10 years, 6 months > 15 years,
9 months > 20 years, 12 months > 25 years.

Idem.

None.

None.

0 < 12 months, after which 2 days for each
year of tenure, but with a minimum
of 5 days.

1 week per year of service, up to 26 weeks

maximum, if tenure > 5 years, and if in a firm

with a payroll of $2.5 million or more.
No legislated severance pay.

None.
2 months.

None.

1 month after 12 year,
2 months after 15 years,
3 months after 18 years.

None. f

1/10th of a month’s pay per year of service
plus an additional 1/15th after 10 years.

Idem.

No legal entitlement, but can be included
in collective agreements and social
compensation plans.
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Required notice and severance pay for individual dismissal (cont.) ——

Case of a regular employee with tenure beyond any trial period, dismissed on personal grounds or economic redundancy,

Greece

Hungary

Ireland

Italy

Japan

Korea

Mexico

Netherlands

New Zealand

Type of worker

but without fault?

Notice/tenure ©

Severance pay/tenure ?

Blue collar

White collar

All workers

All workers

Blue collar

White collar

All workers

All workers

All workers

All workers

All workers

None.

0 < 2 months, 30 days < 1 year,

60 days < 4 years, 3 months < 6 years,

4 months < 8 years, 5 months < 10 years,
plus one month per year of service, up
to a maximum of 24 months. Notice can
be waived if full severance pay is given.

30 days < 3 years, 35 days < 5 years,
going up to 90 days > 20 years.

0 < 13 weeks, 1 weeks < 2 years,
2 weeks < 5 years, 4 weeks < 10 years,
6 weeks < 15 years, 8 weeks > 15 years.

2 weeks minimum in redundancy cases.

2 days < 2 weeks and 6 to 12 days thereafter.

8 days < 8 weeks and 15 days to 4 months
thereafter (minimum legal requirements,
often higher in collective agreements).

30 days.

0 < 6 months, 30 days > 6 months. Notice
can be exchanged for severance pay
(retirement allowance).

No minimum notice period.

1 month in the first five years of service,
extended by one more month for every
additional 5 years of service, up to a
maximum of 4 months.

In practice the maximum is closer to 3 weeks
since time spent on PES dismissal procedure
is usually compensated to the employer.

No specific period required by law, but case
law requires reasonable notice. Usually

1-2 weeks for blue collar and over 2 weeks
for white collar.

5 days < 1 year, 7 days < 2 years,

15 days < 5 years, 30 days < 10 years,
60 days < 15 years, 90 days < 20 years,
105 days > 20 years.

Half the notice period if written notice
is given; otherwise, severance pay according
to the schedule for notice.

0 < 3 years, 1 month < 5 years,
2 months < 10 years, going up
to 5 months > 20 years and

6 months > 25 years.

In redundancy cases with at least two years
tenure: 1 week pay, plus half a week of pay
per year worked under the age of 41, plus
one week of pay per year worked over the age
of 41, with a maximum of Ir£ 15 600 (as

of 1995). Employers are partially reimbursed
by redundancy fund.

2/27 of annual salary per year of service
(often higher in collective agreements).

Idem.

According to enterprise surveys, average
severance pay (retirement allowance) equals
almost 1 month per year of service, although
it is not legally required. It is somewhat
higher in the case of lay-offs, and lower

in case of voluntary quits. Figures shown

in Tables 2.2 and 2.A.3 refer to the
differential in severance pay between these
two cases.

Retirement allowance of > 30 days per year
of service legally required; often more in
practice. Although no detailed data are
available, difference between allowance for
lay-off and voluntary quit was assumed to be
somewhat higher than in Japan.

3 months.

None by law, and if the dismissal is handled
by the employment office. However, if

the employer files for permission by a labour
court, the court may determine severance
pay, roughly according to the formula:

1 month per year of service

for workers < 40 years of age; 1.5 months

for workers between age 40 and 50; 2 months
for workers 50 years and over.9

None by law; however according to survey
data, about three quarters of employees are
covered by contracts which provide them with
severance pay in case of redundancy
(typically 6 weeks for 1st year, and 2 weeks
for additional years of tenure).
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—— Table 2.A.2.

Required notice and severance pay for individual dismissal (cont.)

Case of a regular employee with tenure beyond any trial period, dismissed on personal grounds or economic redundancy,

Norway

Poland

Portugal

Spain

Sweden

Switzerland

Turkey

United Kingdom

United States

Type of worker

but without fault?

Notice/tenure £

Severance pay/tenure ?

All workers

All workers

All workers

Workers dismissed
for “objective”
reasons

Workers under
fixed-term contracts

All workers

All workers

All workers

All workers

All workers

14 days < 6 months, 1 month < 5 years,

2 months < 10 years, 3 months > 10 years;
with above 10 years seniority, notice period
increases with age, up to 6 months at age 60
and above.

2 weeks before 6 months,

1 month after 6 months,

3 months after 3 years. 2 weeks for school
leavers in first job.

0 < 2 months; 60 days > 2 months (legal
minimum).

30 days.

0 < 1 year, 15 days > 1 year.

1 month < 2 years, 2 months < 4 years,
3 months < 6 years, 4 months < 8 years,
5 months < 10 years, 6 months > 10 years.

0 < 1 month, 1 month < 1 year,
2 months < 10 years, 3 months > 10 years,
always to the end of a calendar month.

0 < 1 month, 2 weeks < 6 months,
4 weeks < 18 months, 6 weeks < 3 years,
8 weeks > 3 years.

0 < 1 month, 1 week < 2 years, plus one
additional week of notice per year of service
up to a maximum of 12 weeks.

None by law; however collective agreements
in the private sector may require lump-sum
additional payments to long-serving staff who
have reached age 50-55, or where the
dismissal arises from company
reorganisation.

Usually none, but 1 month in case
of termination due to disability or retirement.

1 month per year of service (legal minimum
3 months).

2/3 of a month'’s pay per year of service up
to a maximum of 12 months.

None, except for workers under contract with
temporary agencies who get 12 days per year
of service.

No legal entitlement, but occasionally
included in collective agreements.

No legal entitlement to severance pay, except
for workers over age 50 and with more than
20 years seniority, where severance pay
cannot be less than 2 months wages.

After one year’s employment, one month
for each year of service, often extended by
collective agreement to 45 days.

Legally required only for redundancy cases
with 2 years tenure: half a week per year

of service (ages 18-21); 1 week per year (ages
22 to 40); 1.5 weeks per year (ages 41 to 64),
limited to 30 weeks and £220 per week (as of
April 1998). According to a government study,
40% of firms exceed legal minima.

No legal regulations (but can be included in collective agreements or company policy

manuals). "

a) Information based mainly on legal regulation, but also, where relevant, on averages found in collective agreements or individual employment contracts.

b) “28 days < 20 years” means 28 days of notice or severance pay is required when length of service is below 20 years.

¢) Australia: notice periods may be increased through collective agreements, particularly in cases of redundancy.

d) Belgium: this refers to the legal minimum. If annual salary is above 928 000 BF (in 1998), currently the case in over half of Belgian white-collar employees,
parties or courts tend to use one of a number of standard formulas (such as the Claeys formula) for severance pay in lieu of notice.

e) Denmark: based on collective agreements.

f) Finland: dismissed employees of 45 and over, and with tenure 5 years and above, are entitled to 1-2 months severance pay out of a collective redundancy
payment fund, often used for training purposes [European Commission (1997b), p. 52].

g) Netherlands: judges may apply a correction factor taking into account particulars of the case.

h) United States: for example, the US Labor Department’s Employee Benefits Survey shows that in 1992 over a third of employees of medium and large
establishments were covered by formal severance pay plans, while 15% of the employees were covered at small establishments [OECD (1996a)].
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Table 2.A.3. Notice periods and severance pay for individual dismissals
at three lengths of service?
Notice Severance pay
Type of worker
9 months 4 years 20 years 9 months 4 years 20 years
Australia All workers 1 week 3 weeks 5 weeks 0 0
(federal Redundancy cases 1 week 3 weeks 5 weeks 0 8 weeks 8 weeks
jurisdiction)
Austria Blue collar 2 weeks 2 weeks 2 weeks 0 2 months 9 months
White collar 6 weeks 2 months 4 months 0 2 months 9 months
Belgium® Blue collar 28 days 28 days 56 days 0 0 0
White collar 3 months 3 months 12 months 0 0 0
Claeys formula
for white collar workers 3 months 6 months 21 months 0 0 0
Canada All workers 2 weeks 2 weeks 2 weeks 0 8 days 40 days
(federal
jurisdiction)
Czech Republic All workers 2 months 2 months 2 months 0 0 0
Redundancy cases 2 months 3 months 3 months 2 months 2 months 2 months
Denmark Blue collar 3 weeks 8 weeks 10 weeks 0 0 0 3 months
White collar 3 months 4 months 6 months 0 0 3 months
Finland All workers 1 month 2 months 6 months 0 0 0
France All workers 1 month 2 months 2 months 0 0.4 month 2.7 months
Germany All workers 4 weeks 1 month 7 months 0 0 0
Greece Blue collar 0 0 0 7 days 15 days 3.5 months
White collar 30 months 3 months 16 months 15 days 1.5 months 8 months
Hungary All workers 30 days 35 days 90 days 0 1 month 5 months
Ireland All workers 1 week 2 weeks 8 weeks 0 0 0
Redundancy cases 2 weeks 2 weeks 8 weeks 0 2 weeks 18 weeks
Italy Blue collar 6 days 9 days 12 days 0.7 month 3.5 months 18 months
White collar 15 days 2 months 4 months 0.7 month 3.5 months 18 months
Japan All workers 30 days 30 days 30 days 0 1.5 months 4 months
Korea All workers 1 month 1 month 1 month 0 2 months 6 months
Mexico All workers 0 0 0 3 months 3 months 3 months
Netherlands¢  All workers 1 month 1 month 4 months 0 0 0
New Zealand Blue collar 1-2 weeks 1-2 weeks 1-2 weeks 0 0 0
White collar < 2 weeks < 2 weeks < 2 weeks 0 0 0
Redundancy cases 0 3 months 10 months
Norway All workers 1 month 1 month 5 months 0 0 0
Poland All workers 1 month 3 months 3 months 0 0 0
Portugal All workers 60 days 60 days 60 days 3 months 4 months 20 months
Spain Workers dismissed
for “objective” reasons 30 days 30 days 30 days 0.5 month 2%/ months 12 months
Sweden All workers 1 month 3 months 6 months 0 0 0
Switzerland All workers 1 month 2 months 3 months 0 0 2 months
Turkey All workers 4 weeks 8 weeks 8 weeks 0 4 months 20 months
United Kingdom All workers 1 week 4 weeks 12 weeks 0 0 0
Redundancy cases 1 week 4 weeks 12 weeks 0 4 weeks 20 weeks
United States  All workers 0 0 0 0 0 0

a) Where relevant, calculations assume that the worker was 35 years old at the start of employment. Averages are taken where different situations apply
(e.g. blue collar and white collar workers; dismissals for personal reasons and for redundancy, etc.). For further explanation, see detailed notes
to Table 2.A.2.

b) Belgium: two notice periods calculated for white collar workers, depending on whether they earn below or above the BF 928 000 threshold (see Table 2.A.2).

¢) Netherlands: data for severance pay refer to dismissal cases handled by the public employment service.
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Table 2.A.4. Conditions under which individual dismissals are fair or unfair@

Australia

Austria

Belgium

Canada

Czech Republic

Denmark

Finland

France®

Germany

Greece

Fair Unfair (Soc_g;i
Dismissal can be fair if justified on the basis of Dismissals on grounds of, inter alia, race, sex, colour, 0
capacity or conduct, subject to whether it is harsh, sexual preference, age, disability, marital status,
unjust or unreasonable, as well as for economic family responsibilities, pregnancy, religion, political
redundancy (“retrenchment”). views and union membership, as well as those where
no adequate notice has been given.
Dismissals for “serious reason”, including “Socially unjustified” dismissals (which would affect 1
non-performance or lack of competence, and the dismissed employee more unfavourably than other
for operational reasons or other business needs. comparable employees of the company, or which
would impair the interests of the employee to a
greater degree than the interest of the firm in
dissolving the employment relationship); and
dismissals on inadmissible motive
(e.g. discrimination, trade union activity or imminent
military service).
Dismissals for non-performance or business needs. Dismissals for “reasons which have no connection 0
whatsoever with the capability or conduct of the
worker or which are not based on the operational
needs of the undertaking, establishment or
department”. Dismissals of workers on maternity
or educational leave, and of trade union and works
council delegates.
All dismissals for “just cause”. Dismissals without notice and/or pay in lieu of notice, 0
for pregnancy and trade union activities, for exercising
a right under labour statutes, such as those dealing
with minimum employment standards and
occupational safety and health, and dismissals based
on breach of human rights legislation.
Dismissals for failure to meet performance Dismissals where employee can be retained in 2
requirements and for reasons of technological another capacity, if necessary after retraining. Unfair
and organisational change. are also any dismissals based on discrimination (age,
sex, colour, religion, union membership, etc.).
Lack of competence and economic redundancy are Dismissals founded on “arbitrary circumstances” 0
legitimate reasons. (blue-collar workers) or “not reasonably based on the
employee’s or the company’s circumstances”.
Dismissals based on race, religion, national origin,
etc., and as a result of a corporate take-over are also
unfair.
Dismissals are justified for “specific serious reasons”, Dismissals for an employee’s illness, participation ina 1.5
including personal characteristics and urgent business strike, union activities and political or religious views;
needs. and dismissals where employees could be reasonably,
in view of their skills and abilities, transferred
or retrained.
Dismissals for personal characteristics such as Dismissals without real and serious cause, and for 15
non-performance or lack of competence, or for reasons relating to the private life of the employee.
economic reasons such as work reorganisation
or other business needs. In redundancy cases,
obligation for employer to consider alternative
solutions (reclassement), offer redundant employees
a “re-training contract” and give them priority when
rehiring.
Dismissals based on factors inherent in the personal Dismissals where the employee can be retained in 2
characteristics or behaviour of the employee (such another capacity within the same establishment or
as insufficient skill or capability), or business needs  enterprise, and redundancy dismissals where due
and compelling operational reasons. account has not been taken of “social considerations”
(e.g. seniority, age, family situation).
Dismissals for non-performance or business needs Dismissals of trade union representatives, works 0.5

(production requirements, work organisation). In
larger companies, dismissals are fair only as a “last
resort”, after exhaustion of oral and written warnings,
pay reductions and suspensions, and after
consultation with employee representatives.

council members, of recent mothers, and for reasons
of pregnancy and discrimination.
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—— Table 2.A.4. Conditions under which individual dismissals are fair or unfair? (cont.) ——

Hungary

Ireland

Italy

Japan

Korea

Mexico

Netherlands

New Zealand

Norway

Poland

Portugal

Spaind

. . Score
Fair Unfair (0-3)b
Dismissals are justified for non-performance or Dismissals without notice and of workers on sick 0
business needs. leave, maternity leave and child care leave.

Dismissals for lack of ability, competence or Dismissals reflecting discrimination on grounds 0

qualifications, or for redundancy.

Termination of contract only possible for “just cause”
or “just motive”, including significant
non-performance of the employee, and compelling
business reasons.

Dismissals for “reasonable cause”. Redundancy
dismissals require urgent business reasons for
reducing number of staff; reasonableness of selection
criteria, and reasonableness of procedures.

Dismissals for “just cause” or urgent managerial
needs, including individual redundancy and dismissals
due to mergers and acquisitions when employees or
union have been consulted on urgency, selection
criteria and transfer/retraining alternatives.

Dismissals are fair only when the employer can
demonstrate the worker’s lack of integrity or actions
prejudicial to the company’s interests (such as
negligence, imprudence, or disobedience).
Redundancy or poor performance are normally not
legal grounds for dismissal.

Dismissals on grounds of employee conduct or
unsuitability, and for economic redundancy. In the
latter case, data on the financial state of the company
and proof that alternatives to redundancy have been
considered must be given, and the selection of
dismissed employees be justified (“last in-first out”
principle, or age/sex balance of the workforce, for
example).

Termination of contract is possible if there is good
reason and the employer carries out the dismissal
fairly. Good reasons include misconduct, poor
performance and individual redundancy.

Dismissals for personal and economic reasons
(rationalisation measures, etc.) are possible. However,
the courts have restricted personal reasons mainly

to cases of material breach of the employment
contract (disloyalty, persistent absenteeism, etc.).

Dismissals based on factors inherent in the employee ..

(e.g. lack of competence) or on economic grounds
of redundancy of the job.

Previously the only grounds for dismissal were
disciplinary. Laws in 1989 and 1991 added dismissals
for economic grounds and for lack of professional or
technical capability. Dismissals for individual
redundancy must be based on urgent needs and must
not involve posts also manned by people on
fixed-term contracts. Dismissals for lack of
competence are only possible after introduction of
new technology or change to job functions.

Dismissals for “objective” reasons, which include
economic redundancy and an employee’s inability
to adapt to changed working practices, after having
been given up to 3 months training.

of race, religion, age, gender, etc., including when
these factors bias selection during redundancies.

Dismissals reflecting discrimination on grounds 0
of race, religion, gender, trade union activity, etc.

Dismissals for reason of nationality, gender, belief or 2
social status, of workers on sick leave, and maternity
leave, and when conditions in left-hand column have

not been satisfied.

Dismissals for reason of nationality, gender, belief or 2
social status, of workers on sick leave, and maternity
leave, and when not having demonstrated special

efforts to avoid dismissal in consultation with labour
union.

3
Unfair are “obviously unreasonable” terminations, 15
and dismissals of pregnant women, the disabled,
new mothers and works council members.
Dismissals will be judged unfair if carried out in an 0

unreasonable manner. In redundancy cases, failure to
consult or consider redeployment may cast doubt on
fairness of the dismissal.

Dismissals for economic reasons are unfair if the 25
employee could have been retained in another

capacity. Dismissals for reasons of age (under the age

of 70), for trade union activities, military service,
pregnancy and of recent mothers and employees

on sick leave are also unfair.

0
Dismissals where employees could have been 2
reasonably, in view of their skills and abilities,
transferred or retrained.
Dismissals based on discrimination or violating an 2

employee’s constitutional or civil rights (such as
based on trade union or works council membership).
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—— Table 2.A.4. Conditions under which individual dismissals are fair or unfair@ (cont.)) ——

Sweden

Switzerland

Turkey

United Kingdom

United States

Fair Unfair (Soc_g);%
Dismissals on “objective grounds”, i.e. economic Obijective grounds are deemed not to exist if an
redundancy and personal circumstances, including employee could reasonably have been transferred
lack of competence. In cases of redundancy, selection to other work, or if dismissal is based on events
of workers to be dismissed has to be justified (mainly which happened over two months ago.
based on “last-in, first-out” principle). 2
Dismissals based, inter alia, on personal grounds
such as sex, religion, union membership, marital
status or family responsibilities, or on the exercise
of an employee’s constitutional rights or legal
obligations, such as military service. 0
Dismissals of shop stewards, and on grounds of trade
union membership, strike activity, pregnancy and after
occupational accidents. 0
Dismissals justified by lack of capability or Dismissals based on discrimination by race and sex,
qualifications; persistent or gross misconduct; or related to trade union activity or health and safety.
economic redundancy; or some other “substantial
reason”. Two years tenure necessary for being able
to file for unfair dismissal. 0
With the exception of the public sector, it is generally Dismissals based on breach of Equal Employment
fair to terminate an open-ended employment Opportunity principles (i.e. national origin, race, sex,
relationship without justification or explanation etc.) and dismissals of employees with physical
(“employment-at-will” principle) unless the parties or mental impairment if work could be performed
have placed specific restrictions on terminations. through appropriate workplace adjustment. € 0

.. Data not available.
a) This table does not report the treatment of dismissal for serious fault which is considered fair grounds for dismissal in all countries.
b) Scored 0 when worker capability or redundancy of the job are adequate and sufficient grounds for dismissal; 1 when social considerations, age or job tenure
must when possible influence the choice of which worker(s) to dismiss; 2 when a transfer and/or retraining to adapt the worker to different work must be
attempted prior to dismissal; and 3 when worker capability cannot be a ground for dismissal.
¢) In France, the employer often has to provide or contribute towards the cost of training after a dismissal (convention de conversion), but the retraining
condition does not enter into judging the fairness of the dismissal. By contrast, in countries like Germany and Spain rehabilitation must already have been
attempted before the dismissal, or the dismissal is considered unfair.

d) Spain: after legislative reforms in 1994 and 1997, the share of individual dismissals found to be unjustified by the courts has fallen considerably.

e) United States: in addition, there are increasing numbers of cases where employees pursue wrongful termination claims by alleging that dismissal was
based on an “implied contract” for continued employment.
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Table 2.A.5. Compensation and related remedies following unjustified dismissal

Australia

Austria

Belgium

Canada

Czech Republic

Denmark
Finland
France

Germany

Greece
Hungary
Ireland

Italy

Japan
Korea
Mexico

Netherlands

New Zealand
Norway

Poland
Portugal

Spain

Courts may order reinstatement with back pay. Compensation up to six months wages, plus entitlements (that would
have been) accrued until the end of notice period. (For non-award employees, the cap is either 6 months wages
or $34 000, whichever is the lower amount.)

A reinstatement order is possible, although rarely taken up by the employee concerned. Compensation through
regular severance pay, plus a sum equal to earnings between the dismissal and the legal settlement of the case.
Sums earned by the employee in the interim are set off against the award.

Compensation at least equal to notice period, plus compensation for damages corresponding to six months. No right
to reinstatement.

Reinstatement now recognised by the courts as an appropriate remedy for dismissals without just cause (but still
relatively rare). Wrongfully discharged workers may be entitled to damages corresponding to past and future financial
losses, and accompanying psychic injuries.

Unfair dismissal gives rise to a right to reinstatement. If reinstatement is not accepted by both parties,
compensation is through severance pay and award of lost earnings during the court case. Sums earned by
the employee in the interim are set off against the award.

Compensation is limited to 1 year of pay (for long service cases). Reinstatement orders are possible but rare.
Courts may suggest reinstatement, but this cannot be enforced. Compensation between 3 and 20 months.

Reinstatement cannot be enforced. Compensation of 6 months minimum (in some cases up to 24 months or more)
for employees with at least two years tenure and working in enterprises with more than 11 employees.

For employees with less than 2 years service and/or working in a firm with fewer than 11 people, the judge can order
compensation according to the loss suffered, but without any minimum.

A reinstatement order is possible, although rarely taken up by the employee concerned. Compensation of up
to 12 months, depending on length of service (15 months if aged over 50, 18 months if aged over 55). In some cases,
additional liability for wages from the expiry date of the notice to the conclusion of the court hearing.

Frequent reinstatement orders, accompanied by indemnity for the period of time between notice of termination and
court ruling. No reinstatement, if severance pay has been requested.

Reinstatement orders fairly frequent. In lieu of reinstatement, severance pay is normally doubled and extended
to those below 3 years tenure.

A reinstatement order, with back pay from the date of dismissal, is possible. Maximum compensation equals
104 weeks of pay.

Two Acts of 1966 and 1970, both revised in 1990, regulate unfair dismissals, differentiated by establishment size.
Under the 1970 Act (Workers Statute), workers in companies employing > 60 employees, or > 15 employees in an
establishment or in the same commune can choose reinstatement (plus at least 5 months compensation pay)

or financial compensation of 15 months. For establishments not included in the above cases, the 1966 Act gives
the employer the choice between re-engagement and compensation of 2.5-6 months (depending on seniority and
firm size), but up to 10 months for > 10 years seniority, and 14 months for > 20 years seniority if the firm employs
> 15 employees. Normal severance pay is payable in addition to compensation.

Frequent orders of reinstatement with back pay. Alternatively, compensation through regular severance pay, plus a
sum equal to earnings between the dismissal and the legal settlement of the case. Sums earned by the employee in
the interim can only partially be set off against the award.

Courts may order reinstatement with back pay. Compensation in lieu of reinstatement varies widely.

Reinstatement orders are rare, although possible by law. In the case of dismissal without “just cause”, compensation
of 3 months plus 20 days per year of service.

Notwithstanding court rulings, employers in practice can choose to replace reinstatement by payment

of compensation. The amount of compensation is governed by application of severance pay formula as in

Table 2.A.2, although a “correction factor” may be applied to this formula. Recent research has documented that
average compensation is about NLG52 000. Scored as 18 months.

No legal provisions. Compensation set on a case-by-case basis.

Reinstatement orders fairly frequent. Compensation up to 6 months pay (although it can go up to 3 years in rare
cases), plus back pay for the duration of the court case.

Reinstatement frequently ordered. Compensation of up to 2 months depending on amount of salary earned in
another job by the time of court decision.

Employee can choose between reinstatement with full back pay counting from the date of the dismissal to the actual
court sentence; or compensation of one month of pay per year of service (with a minimum indemnity of 3 months).
Employer can choose between reinstatement with back pay and, since 1997, compensation of 33 days per year

of service, with a maximum of 24 months pay. Workers hired under pre-1997 legislation can still receive up

to 45 days severance pay per year of service, with a total of 42 months. In certain cases involving discrimination or
union/works council activities, the dismissal is “annulled” and employers have to accept reinstatement.

OECD



102—- OECD Employment Outlook

— Table 2.A.5. Compensation and related remedies following unjustified dismissal (cont.) —

Sweden

Switzerland

Turkey

United Kingdom

United States

Courts may order reinstatement or damages, plus a sum equal to earnings between the dismissal and the legal
settlement of the case. If employer refuses to comply with reinstatement, damages are payable on the scale
(employees over 60 in parenthesis): 16 (24) months < 5 years; 24 (36) months < 10 years; 32 (48) months

> 10 years.

Courts are not empowered to order reinstatement. Compensation usually limited to wages for the notice period that
should have been observed, or for the time period from the time of the unjustified dismissal to the actual court
sentence, with an overall limit of 6 months.

Courts are not empowered to order reinstatement, with the exception of dismissals on grounds of trade union
activities. Standard remedy is a right to compensation, amounting to triple the notice period, plus regular severance
pay.

Employers are not obliged to reinstate. Compensation may consist of various elements: basic award (up to £6 600);
compensatory award (up to £12 000); and special awards. Unlimited, if there is also discrimination on grounds

of sex, race or disability.

Reinstatement often ordered where worker has been discharged in violation of laws such as the National

Labor Relations Act or the Equal Rights Act. A wrongfully discharged worker employed under a fixed-term contract is
entitled to damages corresponding to what he/she would have earned over the life of the contract (less any salary
from newly entered employment). Workers under open-ended contracts may be entitled to damages corresponding
to past and future financial losses, and accompanying psychic injuries.




— Table 2.A.6.

Type of worker

Employment Protection and Labour Market Performand®s3-

Trial periods, compensation payable and extent of reinstatement

Trial period before eligibility arises

Typical compensation at 20 years tenure @

Compensation pay and related provisions following unjustified dismissal —

Extent of

reinstatement ?

Australia All workers Not legally regulated Wide range, on case-by-case basis 15
Austria All workers 1 month 15 months 1
Belgium Blue collar 7-14 days 8 months 0
White collar  1-6 months¢ 18/27 months @ 0
Canada All workers Typically 3 months Disparate rulings 1
Czech Republic All workers 3 months 8 months 2
Denmark Blue collar 0 months 9 months 1
White collar 3 months 9 months 1
Finland All workers 4 months 12 months 0
France® Blue collar 1 week-2 months 15 months 0
White collar  1-3 months 15 months 0
Germany All workers 6 months 18 months 15
Greece Blue collar 3 months 9.5 months 2
White collar 3 months 22 months 2
Hungary All workers 3 months 10 months 2
Ireland All workers 12 monthsf 24 months 1
Italy Blue collar 1-2 weeks9 32.5 months 2
White collar 3-8 weeks 32.5 months 2
Japan All workers Not legally regulated, but varies mainly 26 months 2
between 2 and 6 months
Korea All workers Not legally regulated, varies from case to case Wide range, on case-to-case basis 2
Mexico All workers Not legally regulated 16 months 1
Netherlands All workers 1 month for contract of up to 2 years duration; 18 monthsh 1
2 months for contract with > 2 years duration
New Zealand All workers All employees covered by EPL from start of Wide range, on case-by-case basis 1
employment!’
Norway All workers 1 month 15 months 2
Poland All workers Minimum 2 weeks, ranging up to 3 months 3 months 2
Portugal All workers 60 days/ 20 months 2.5
Spain All workers 2 or 3 months (depending on company size) ¥ 22 months 0
Sweden All workers Probationary period limited to a maximum 32 months, if employer refuses 1
of 6 months; does not exclude claim for damages to comply with reinstatement order
Switzerland All workers 1 month, sometimes extended by collective 6 months 0
agreements to 3 months
Turkey All workers 1 month, sometimes extended by collective 26 months 0
agreements to 3 months
United Kingdom All workers 2 years’ 8 months’ 0
United States  All workers Wide range Disparate rulings 0.5

a) Where relevant, calculations assume that the worker was 35 years old at the start of employment and that a court case takes 6 months on average.

b) The extent of reinstatement is based upon whether, after a finding of unfair dismissal, the employee has the option of reinstatement into his/her previous
job even when this is against the wishes of the employer. The indicator is 1 where this option is rarely made available to the employee, 2 where it is fairly
often made available, and 3 where it is always made available.

c) For Belgian white collar workers, the trial period can be up to 12 months if pay exceeds BF 1 130 000 per year.

d) Two possibilities given, depending on salary (< or > BF 928 000 annually in 1998).

e) France: trial period taken from collective agreement of chemical industry [IDS (1995), p. 105]; 15 months are sum of 12 months compensation and
2.7 months severance pay.

f) In Ireland and the United Kingdom, shorter trial periods are commonly agreed between employer and employee, but claims under statutory unfair
dismissal legislation are not normally possible until after the periods shown.

g) For Italy, the trial periods cited are those common in collective agreements which are enforceable.

Netherlands: see Table 2.A.5 for detail.

New Zealand: case law tends to reduce rigour of provisions where employee is on probation.

Portugal: while 60 days is the standard trial period, the period can vary from 15 days in case of fixed-term contracts below 6 months duration, to 90 days
in firms with > 20 employees, and 240 days for senior managers.

Spain: trial period can go up to 6 months for qualified technical staff and 9 months for managers.

After 20 years of service, an average worker is entitled to about £12 000 which equal roughly 8 months average gross salary.
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Table 2.A.7. Regulation of fixed-term contracts
Valid cases other than “objective” Maximum number of successive Maximum cumulated duration
or “material” situation@ contracts ? of successive contracts
Current practice S%o-gec Number Time

Australia No restrictions in legislation. 3 |15 No limit specified.
No legal limit specified; but risk
that, upon continuous renewal, the
courts will find that the primary
purpose of the contract is to avoid
termination laws.

Austria No restrictions for first contract. 25 |15 No limit specified.
Successive fixed-term contracts
without objective reason imply
the risk of a court declaring the
contract null and void.

Belgium Still in principle restricted to 2 |4 30 months (generally 2 years, but
objective situations (replacement, If each > 3 months under option a), 3 years after authorisation
temporary increase in workload, or 6 months under option b). of labour inspectorate).
etc.), fixed-term contracts are now
permitted without specifying an
objective reason, a) for up to two
years, or b) up to three years with
the authorisation of the social and
labour inspectorate.

Canada No restrictions. 3 [ No limit. No limit.

Czech Republic  Generally permitted, with 2.5 |No legal limit. No limit specified.
restrictions for certain categories of
employees, such as the disabled,
those under 18 and recent graduates
of apprenticeship and higher
education.

Denmark Fixed-term contracts allowed for 3 |15 No limit specified.
specified periods of time and/or for No legal limit, but successive
specific tasks. Widely used, contracts imply the risk of a court
particularly in professional services declaring the fixed-term contract
and construction. null and void.

Finland Permitted for temporary 1 |15 No limit.
replacements, traineeship, and In case of successive contracts,
special business needs (unstable justification of limitation of contract
nature of service activity, etc.). subject to court examination.

Franced Restricted to “objective” situations 1 |2 18 months (respectively 9 and
(replacement, seasonal work, A new contract on the same post 24 months in restricted cases).
temporary increases in company can only start after a waiting period
activity). Certain categories amounting to one third of initial
of fixed-term contracts are allowed contract.
for training purposes and in case
of hiring subsidies and public work
programmes.

Germany Fixed-term contracts are now widely 25 |4 24 months (no legal limit in case
possible without specifying any (no legal limit in case of objective  of objective reason).
objective reason [up to mid-80s, reason).
restricted to “material reasons”

(specific projects, replacement,
seasonal work, etc.)].

Greece Objective situations only (mainly 0 |25 No limit specified.
seasonal work and special projects), No legal limit specified, but outside
with the exception of the public the public service, more than
service. 2 renewals will imply the risk of

a court declaring the fixed-term
contract null and void.




Hungary

Ireland

Italy

Japan

Korea

Mexico

Netherlands

New Zealand

Norway €

Poland
Portugal

Table 2.A.7.

Valid cases other than “objective’

Employment Protection and Labour Market Performand®s

Regulation of fixed-term contracts (cont.)

Maximum number of successive

Maximum cumulated duration

or “material” situation contracts ? of successive contracts

Current practice S%o-gec Number Time

No restrictions, except for public 2.5 | No limit specified. 5 years.

service (objective reasons only).

Employers do not have to justify 3 | No limit (but some possibility No limit.

recourse to fixed-term contracts. for unfair dismissal claims after
having been employed for
successive contracts).

Traditionally limited to “objective” 1 |Scored 2 (two prolongations Scored 15 months (generally

situations and subject to approval possible, but renewal is allowed 12 months; 24 months for the

by the Employment Office. Since only in restricted circumstances). special case of “training-work”

1987, fixed-term contracts can be contract).

used more widely through sectoral

collective agreements which specify

target groups (youth and

unemployed) and employment

shares (often 8-10 per cent)

Fixed-term contracts under 1 year 25 |25 No limit.

duration widely possible without No legal limit specified; after

specifying any objective reason. repeated renewal the employee
becomes entitled to expect renewal
of his/her contract and the employer
must have just cause to refuse
renewal.

Fixed-term contracts under 1 year 25 |25 No limit specified.

duration widely possible without No limit specified, but several

specifying any objective reason. successive renewals imply the risk

Contracts over 1 year still limited that a court will declare a fixed-term

to objective situations. contract invalid.

Restricted to objective situations 0.5 | No limit specified, negotiable No limit specified, negotiable

(replacement, temporary increase by both parties. by both parties.

in workload, etc.), with the

exception of a few occupations.

Extent of use determined in

consultation with union delegates.

No restrictions. 3 |3 No limit for first fixed-term
Beyond 2 renewals, worker is contract, but 3 years in case
entitled to indefinite status. Notice of renewals.
required after 3 successive contracts.

No restrictions in legislation. 3 | Scored 5 No limit.

No legal limit specified; recent case
law has reduced the risk that upon
continuous renewal courts will find
fixed-term contract a “sham”.

Permitted for specific tasks/projects, 1 |15 No limit.

the hiring of trainees, athletes and In case of successive contracts,

chief executives, temporary justification of limitation of contract

replacements of absent employees, subject to court examination.

and job creation measures.

No restrictions. 3 |2 No limit specified.

Permitted, inter alia, for a) business 2 (3 3 years, except for new activities

start-ups; b) launching a new
activity of uncertain duration; and
¢) recruiting workers in search

of their first job and long-term
unemployed.

and business start-ups (2 years);
scored 30 months.
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Valid cases other than “objective’

Table 2.A.7. Regulation of fixed-term contracts (cont.)

Maximum number of successive

Maximum cumulated duration

or “material” situation? contracts ? of successive contracts
Current practice Scocirsec Number Time
Spain Permitted inter alia, for specific 1 |3 3 years. Law prohibits hiring
tasks/projects; temporary No limit specified, except that successive workers under
replacements; training contracts; implied by legislated minimum fixed-term contracts to occupy
“eventualities of production”; and (12 months) and maximum the same post.
the hiring of handicapped, older cumulated duration.
workers and long-term unemployed.
Sweden Permitted, inter alia, for: 2.5 | No limit specified. Under a), 3 years in 5-year
a) temporary replacement of absent period; under b), 6 months in
employees; b) temporary increases 2-year period; under d),
in workload; c) trainee work; 12 months in 3-year period, or
d) since 1997 also allowed without 18 months for 1st employee;
specifying the reason, but only scored 12 months.
where no more than 5 employees
are covered by such contracts
simultaneously.
Switzerland General. 3 |15 No limit specified.
No limit specified, but successive
contracts imply the risk of a court
declaring the fixed-term contract
null and void.
Turkey Restricted to “objective situations”, 0 |15 No limit specified.
particularly seasonal and agricultural No limit specified, but successive
work. contracts imply the risk of a court
declaring the fixed-term contract
null and void.
United Kingdom No restrictions. 3 | No limit. No limit.
United States No restrictions. 3 [ No limit. No limit.

a)
b)

c)

d
e

All countries recognise the validity of fixed-term contracts in “objective” situations, a term which typically refers to specific projects, seasonal work,

replacement of temporarily absent permanent workers (on sickness or maternity leave), and exceptional workload.

The law in most countries does not specify any limits to the number of fixed-term contracts if separate valid objective reasons for each new contract can be
given. However, after successive renewals (often at the first such renewal) courts may examine the validity of the reason given and may declare the fixed

term unjustified.

Scored 0 if fixed-term contracts are permitted only for “objective” or “material” reasons (i.e. to perform a task which itself is of fixed duration); 1 if specific
exemptions apply to situations of employer need (e.g. launching a new activity) or employee need (e.g. workers in search of their first job); 2 when

exemptions exist on both the employer and the employee side; 3 when there are no restrictions on the use of fixed-term contracts.

France: fixed-term contracts are not allowed in a period of six months following dismissals for economic reasons.
Norway: employers have to give notice to fixed-term employees, instead of simply letting their contracts run out. Fixed-term workers dismissed before

expiry date because of lack of work are entitled to preferential rehiring later, under certain conditions.




Australia

Austria

Belgium

Canada

Czech Republic
Denmark
Finland

France

Germany

Greece
Hungary
Ireland

Italy

Japan

Korea

Mexico

Netherlands

New Zealand

Norway

Poland
Portugal

Table 2.A.8.

Employment Protection and Labour Market Performandd®+

Regulation of temporary work agency (TWA) employment

Types of work for which TWA Score@ | Are there any restrictions Maximum cumulated duration
employment is legal (0-4) | on the number of renewals? of temporary work contracts ?
General. 4  |No. No limit.

General, if contract is indefinite, but 3 |Yes No limit.

limited to “objective” situations, (unless there is a separate reason

if it is of fixed duration. for every contract).

Limited to “objective” situations; 2 |Yes. 6 to 24 months, depending
prohibited in certain sectors on reason.

of the construction and transport

industries; consultation with union Scored 15 months.
delegates required.

General. 4 |No. No limit.

General. 4 |No. No limit.

General. 4 | No. No limit.

General. 4 | No. No limit.

Limited to “objective” situations, 2 | Yes (1 prolongation possible).¢ 18 months.

as for other fixed-term contracts.

General, with exception 3 | VYes. 12 months.

of construction industry.

TWAs not permitted. 0 | Not applicable. Not applicable.

General. 4 | No. No limit.

General. 4 | No. No limit.

Admitted since 1997 on an 1 |Yes No limit.

experimental basis for particular (regulated through sectoral

sectors, for replacement of absent agreements; generally only one

workers and for types of work not renewal possible).

normally used in the enterprise.

Collective agreements lay down

upper limits for the use of

temporary workers. Excluded for all

unskilled workers and firms which

have resorted to collective

dismissals in the last 12 months.

“Dispatching agencies” restricted 2 |Yes 36 months

by law to 23 types of occupations. (two prolongations possible). (12 months for initial contract).
Allowed in 26 occupations and in 25 |Yes. 2 years.

response to certain specified labour

shortages.

General, with exception of seamen 35 |Yes. 3.5 years, after which an
(previous restrictions on indefinite contract with the TWA
construction and transport now will be required.
removed).

General. 4 |No. No limit.

General prohibition remains in 3 |Yes. 24 months.

force, but wide exceptions for most

service sector occupations.

General. 4 |Yes. No limit specified.
Restricted to “objective situations”, 2 | Yes; only certain categories 6 or 12 months, depending

including seasonal activity and
substitution of absent workers.

of contract may be renewed, always
with the permission of the Labour
Inspectorate. Succession of
temporary workers in the same
post is expressly forbidden.

on reason.

Scored 9 months.

OECD
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Table 2.A.8. Regulation of temporary work agency (TWA) employment (cont.)

Types of work for which TWA Score? | Are there any restrictions Maximum cumulated duration
employment is legal (0-4) | on the number of renewals? of temporary work contracts ?

Spain TWAs legal since 1994, limited 2 |Yes. Not regulated for substitution
to “objective situations”. and contracts related to a

specific task; 3 or 6 months for
temporary increase in workload.

Scored 6 months.

Sweden General. 4 |No. Same rules as for fixed-term
contracts. Scored 12 months.

Switzerland General. 4 |No No limit.
(but no renewals possible with
the same client employer)

Turkey Prohibited (with the exception 0 | Not applicable. Not applicable.
of agricultural work).

United Kingdom General. 4 | No. No limit.

United States General. 4 | No. No limit.

.. Data not available.

a) Scored 0 if TWA employment is illegal, 1 to 3 depending upon the degree of restrictions, and 4 where no restrictions apply.

b) In most OECD countries, work contracts are between the temporary employee and the temporary work agency, while the latter concludes a different type
of contract with the final user.

¢) France: a new contract on the same post can only start after a waiting period amounting to one third of initial contract.




Table 2.A.9. Procedures and standards for collective dismissal
D_efin_ition of collective Notification_ of employee Notific_at_ion of public Delays involved Type_ of negotiation Selection criteria Severance pay
dismissal representatives authorities required @
Australia Employers planning  Obligation to inform  Notification of No specific Consultation Law requires fair No special regulations
to dismiss 15 or and consult with competent labour regulations. on alternatives basis of employee for collective
more employees on  employees and trade authorities. to redundancy and selection. dismissal.
economic, technical or union, where relevant. selection standards.
structural grounds.
Austria Within 30 days, General duty Notification of local 30 days waiting period Consultation No criteria laid down No legal

5+ workers in firms
with 20-99 employees;
5%+ in firms with

to inform the works
council about changes

employment office.

before first notice can
become effective.

on alternatives
to redundancy and
ways to mitigate the

requirements, but
often part of social
compensation plans.

aos3io

affecting the business.

100-599; 30+ workers effects; social plan
in firms with > 600; to be established
5+ workers > 50 years in firms with
old. > 20 employees.
Belgium Within 60 days, > 10  Obligation to inform  Notification of 30 days delay, can be Consultation No criteria laid down Severance pay during
workers in firms with and consult with sub-regional lengthened to 60 days on alternatives by law, but a national four months
20-99 employees; works council or trade employment office. by employment office. to redundancy and collective agreement  equivalent to half
> 10% in firms with union delegation. ways to mitigate allows the difference between
100-300; > 30 workers the effects. co-determination unemployment benefit
in firms with of works council. and net remuneration
300+ employees. (up to a ceiling).
Canada 50 or more employees Obligation to inform  Notification Extended notice In 4 jurisdictions, As laid down in any  No special regulations

within a period of and consult with of competent labour
4 weeks in federal recognised or certified authorities or
jurisdiction, Manitoba, trade union in less ministries in all
Newfoundland and than half of the jurisdictions.
Ontario; between jurisdictions.

10 or more and 25 or

more in most other

jurisdictions.

period to individuals labour authorities

(16 weeks in federal  may require employer

jurisdiction). to establish or
participate in a joint
committee to discuss
alternatives to
redundancy and
measures for finding
new employment. This
is obligatory in the
federal jurisdiction.

collective agreements. for collective
dismissal in federal
jurisdiction.

Czech Republic  Employers planning  Duty to inform Notification of district Information to trade  Consultation Obligation to take No special regulations

to dismiss several competent trade labour office. union and PES office on alternatives account of social for collective
employees for reasons union body. 3 months before to redundancy and considerations dismissal.
of structural change or implementation. measures for finding  (e.g. mothers,
reorganisation. new jobs. adolescents,
disabled).
Denmark Within 30 days, Inform and consult Notification 30 days delay after National agreement  No criteria laid down No special regulations

for collective
dismissal.

> 9 workers in firms
with 21-99 employees; trade union
> 9% in firms with delegation.
100-299; > 29 workers

in firms with

300+ employees.

with works council or of public employment notice to PES; delays obliges companies

service. are longer in firms to organise transfer
with > 100 workers and/or retraining
that seek to dismiss  whenever possible.
over half of staff.

by law.
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Finland

France

Germany

Greece

Definition of collective
dismissal

Table 2.A.9.

Notification of employee

representatives

Notification of public
authorities

Delays involved

Procedures and standards for collective dismissal (cont.)

Type of negotiation
required @

Selection criteria Severance pay

> 9 workers in firms
with > 20 employees,
in case of dismissal
for financial or
production-related
reasons.

10 or more
redundancies within
30 days (special
obligations, similar
to those for individual
redundancy, also

for dismissal of 2 to

9 employees).

Within 30 days,

> 5 workers in firms
with 21-59 employees;
10% or > 25 workers
in firms with 60-499;
> 30 workers in firms

with > 500 employees.

Within a month,

> 5 workers in firms
with 20-50 employees;
> 2% or > 30 workers
in firms with

> 50 employees.

Consultation with
trade union or
personnel
representatives.

Full information to

be given to personnel

delegates or works
council and

consultation meetings

to be held.

Consultation with
works council.

Notification

of reasons and
obligation to reach
agreement with
employee
representatives.

Notification of local
employment office.

Notification of
departmental labour
market authorities
(DDTEFP).

Notification of local
employment office.

Notification to Prefect

and Labour
Inspection, with
request for approval.

Consultation for at
least 42 days, plus

5 days advance notice

of the need for
consultation.

30-60 days

in companies with
50 or

more employees;
21-35 days

in companies with
fewer than

50 employees
(depending on
number of proposed
dismissals).

1 month delay after

notice to PES, can be

extended to two
months.

If social partners
agree and ministry
approves, notice can

be given after 10 days.

Ministry can extend
time for negotiation
by another 20 days.

Consultation

on alternatives

to redundancy and
ways to mitigate the
effects.

Consultation

in several phases
on alternatives

to redundancy, such
as redeployment or
retraining;

consultation on social

compensation plan
which is obligatory
in companies with
50 or more
employees. No veto
power by employee
representatives, but

possibility of rejection

of social plan by
labour market
authorities.

Consultation

on alternatives

to redundancy and
ways to mitigate the
effects; social plan
to be set up

in conjunction with
works council,
regulating selection
standards, transfers,
lump-sum payments,
early retirement, etc.

Negotiation

with employee
representatives
on dismissal
procedures. If no

agreement is reached,

Labour Ministry can

impose its own terms.

As laid down in No legal
collective agreements, requirements.
selection procedure

usually takes account

of seniority, family

circumstances and

the retention of

skilled personnel.

Labour law requires  No special regulations
to take account of for collective

family responsibilities, dismissal.

seniority, age,

disability and

professional

qualification (by job

category).

Social as well as
economic
considerations can
enter the selection
criteria, e.g. labour
market prospects
of concerned
employees and
economic viability
of the company.

No legal
requirements, but
often part of social
compensation plans.

Law lays down union No special regulations
participation, but no  for collective

specific selection dismissal.

criteria for dismissal.
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Hungary

Ireland

Italy

Japan

Korea

Definition of collective
dismissal

Table 2.A.9.

Notification of employee
representatives

Notification of public
authorities

Delays involved

Procedures and standards for collective dismissal (cont.)

Type of negotiation
required @

Selection criteria

Severance pay

10+ workers

in firms with

20-299 employees;

> 10% in firms with
100-299; 30+ workers
in firms with

300+ employees.

Within 30 days,

5-9 workers in firms
with 20-49 employees;
10+ workers in firms
with 50-99; 10%

in firms with 100-299;
30+ in firms with
300+ employees.

In firms with 15 and
more employees and
over a period of

120 days, 5+ workers
in a single production
unit; 5+ workers in
several units within
one province.

No special statute
on collective
dismissal, but
notification
requirement in cases
of 30+ dismissals.

> 10 workers in firms
with < 100 employees;
> 10% of workers in
firms with 100-999;

> 100 workers

in firms with

> 1 000 employees.

Committee to be set
up, including works
council or trade union
representatives

to consult

on procedures and
benefits.

Duty to inform and
consult with
competent trade
union.

Duty to inform
employee
representatives and
competent trade
union and set up a
joint examination
committee.

Courts usually require
information and
consultation with
trade union

or employee
representatives.

Information and
consultation with
trade union/employee
representatives.

Notification of local
employment office.

Notification

of ministry competent
for labour

and employment.

Notification of labour
authorities (at local,
regional or national
level, depending on
size of redundancy).

Notification of public
employment service.

Notification
to Ministry of Labour.

30 days delay after
notification

of employment office,
if at least 10 persons
are involved; 90 days
if 25% of workforce or
50+ employees are
involved.

Information to trade
union and ministry
30 days before
implementation.

Up to 45 days
negotiation in joint
examination
committee before
implementation.
Conciliation if no
agreement reached.

No special
regulations.

No special regulations

(60 days waiting
period as for
individual
redundancy).

Consultation

on principles of staff
reduction, and ways
to mitigate its effects.

Consultation on
alternatives to
redundancy and ways

to mitigate the effects.

Consultation

on alternatives

to redundancy, scope
for redeployment and
ways to mitigate

the effects; severance
agreement usually
reached after
negotiation with
union and (in major
cases) labour
authorities,
determining selection
criteria and use

of financial support.

Courts will require
sincere consultation
on need

for redundancy,
dismissal standards
and employee
selection.

Sincere consultation
on need

for redundancy,
dismissal standards
and employee
selection.

Law lays down union
participation, but no
specific selection

criteria for dismissal.

Law lays down union
participation, but no
specific selection

criteria for dismissal.

Law specifies social
and economic criteria
(length of service,
number

of dependants,
technical and
production
requirements), but
does not specify
priorities.

No specific selection
criteria for dismissal.

Law lays down union
participation, but no
specific selection
criteria for dismissal
other than “rational
and fair standards”.

No special regulations
for collective
dismissal.

No special regulations
for collective
dismissal, but legally
required severance
pay usually topped up
in cases of mass
redundancies.

Regular severance pay
after exhaustion

of Cassa Integrazione
Guadagni or mobility
payments.

No special regulations
for collective
dismissal.

No special regulation
for collective
dismissal.
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Mexico

New Zealand

Netherlands

Norway

Poland

Portugal

Definition of collective

Table 2.A.9.

Notification of employee

Notification of public

Delays involved

Procedures and standards for collective dismissal (cont.)

Type of negotiation

Selection criteria

Severance pay

dismissal representatives authorities required @
Unspecified number Duty to inform and  Notification No special Negotiation Usually No special regulation
to be dismissed consult with trade to Conciliation and  regulations with employee seniority-based. for collective
for economic reasons; union/employee Arbitration Board for collective representatives dismissal.
provisions restricted representatives. (Junta) if no dismissal. on conditions and
to companies with agreement with union procedures of
20+ employees. can be found. dismissal. If no
agreement is reached,
agreement by Junta
on terms of dismissal
required.
No special statute Duty to inform and Not required. No special No legal Law requires fair No special
on collective consult with trade regulations requirements apart  basis of employee regulations
dismissal. union/employee for collective from procedural selection, but for collective
representatives only if dismissal. fairness. essentially employer’s dismissal.

Over 3 months,

20+ workers
dismissed by one
employer in one
employment service
region.

10+ employees within
a month.

10%+ of workers

in firms with

< 1 000 employees
100+ workers in firms
with 1 000 employees
and above.

Within 90 days,

2+ workers in firms
with < 51 employees;
5+ workers in firms
with 51+ employees.

required by contract.

Duty to inform and
consult with works
council and trade
union delegation.

Notification
of regional
employment office.

Duty to inform and
consult with trade
union/employee
representatives.

employment office.

Notification of local
employment office.

Duty to inform
competent trade
union.

Duty to inform and  Notification
consult with works of Labour
council or trade Inspectorate.

union delegation.

30 days waiting
period to allow

for social plan
negotiations (unless
the social partners
have agreed

in writing to refrain
from the waiting
period).

Notification of district 30 days waiting

period after
notification

of employment
service.

Information to trade
union and PES

45 days before
implementation.

75 days if agreement
on dismissal
procedures can be
reached; otherwise
90 days.

Consultation

on alternatives

to redundancy and
ways to mitigate the
effects; social plan
will normally be
agreed outlining
transfers, re-training,
early retirement
measures and
financial
compensation.

Consultation

on alternatives

to redundancy and
selection standards.

Agreement to be
reached with trade
union on alternatives
to redundancy and
ways to mitigate

the effects.

Consultation

on alternatives

to redundancy,
selection standards
and ways to mitigate
the effects; written
agreement to be
reached, if necessary
via conciliation by
Labour Inspectorate.

decision.

Employment service
can determine mix

of selection criteria
(“last in-first out”
principle, or
“mirror-image”

of existing workforce).

Accepted custom is
by seniority, but
recent case law gives
more weight

to business needs.

Law lays down union
participation, but no
specific selection

criteria for dismissal.

No criteria laid down
in law, except

for priority to trade
union representatives
and members

of works councils.

No legal entitlement,
but social plans often
contain severance pay
or top-ups

to unemployment
benefits.

No legal
requirements.

1 month < 10 years
of service;

2 months < 20 years;
3 months > 20 years.

No special
regulations
for collective
dismissal.
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Spain

Sweden

Switzerland

Turkey

United Kingdom

Definition of collective
dismissal

Table 2.A.9.

Notification of employee Notification of public

representatives

authorities Delays involved

Procedures and standards for collective dismissal (cont.)

Type of negotiation
required @

Selection criteria

Severance pay

Within 90 days,

10+ workers

in firms with

< 100 employees;
10%+ in firms with
100-299; 30+ workers
in firms with

300+ employees.

Collective dismissal
governed

by regulation

on redundancy
dismissal.

10+ workers

in firms with

20-99 employees;
10%+ in firms with
100-299; 30+ in firms
with 300+ employees.

10+ employees.

Within 90 days,
20+ employees.

Duty to inform and
consult with works
council or trade
union delegation.

Duty to inform and
consult with
competent trade
union.

Obligation to inform

and consult with
works council or
trade union
delegation.

Not legally regulated
(some collective
agreements may
require notification).

Duty to inform and
consult with
recognised trade
union or other
elected employee
representatives.

Notification of local Employer must

labour market consult 30 days
authorities. in advance (15 days
in firms with

< 50 employees).

Further 15 days delay
for approval of labour
market authorities, if

required.

Notification of county Waiting periods after

labour board. notification
of employment
service are from
2 months (when
5-24 workers

involved) to 6 months

(when 100+ workers

involved).
Duty to notify 30 days waiting
cantonal employment period.

service.

Duty to notify public 1 month waiting
employment service  period.

of names and skills of

employees to be

dismissed.
Notification 30 days if
of Department 20-99 workers are

of Trade and Industry. involved,;
90 days when
100+ workers are
involved.

Consultation

on alternatives

to redundancy,
selection standards
and ways to mitigate
the effects. Written
agreement to be
reached, otherwise
approval by labour
market authorities is
required.

Consultation

on alternatives

to redundancy,
selection standards
and ways to mitigate
the effects; notice
may not take effect
before negotiation
with trade union.

Consultation

on alternatives

to redundancy and
ways to mitigate the
effects; obligation

to negotiate a social
plan frequently
contained in
collective agreements.

No legal
requirements (some
collective agreements
may stipulate some
type of joint
decision-making).

Consultation

on selection
standards and
dismissal procedures.

No criteria laid down
in law, except

for priority to trade
union representatives
and members

of works councils.

Usually based

on seniority within a
job category, but
deviations by
collective agreement
are possible.

No selection criteria
laid down in law.

Usually employer
prerogative.

No criteria laid down
in law, except

for prohibition of
discrimination. Often
mix of seniority and
performance-based
criteria.

No special
regulations
for collective
dismissal.

No special
regulations
for collective
dismissal.

No legal
requirements, but
often part of social
plans.

No special
regulations
for collective
dismissal.

No special
regulations
for collective
dismissal.
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Table 2.A.9. Procedures and standards for collective dismissal (cont.)

Definition of collective  Notification of employee Notification of public Type of negotiation

dismissal representatives authorities Delays involved required @ Selection criteria Severance pay
United States In firms with 100 or  Duty to inform Duty to notify state  Special 60-day notice No legal As laid down No special

more employees and affected workers and local authorities. period.? requirements. in collective regulations

over a period of or labour unions agreements or for collective

30 days, (where they exist). company manuals; dismissal.

50+ workers in case usually

of plant closure; seniority-based.

500+ workers in case

of layoff;

50-499 workers,

if they make up at
least one third

of the workforce.

a) Including obligations, if any, to conclude compensation agreements (“social plans”), detailing inter alia measures for re-deployment, re-training, outplacement and severance pay, between the enterprise
concerned, its employee representatives and/or the competent labour authorities.

b) Exceptions to the notice period include layoffs due to risk of bankruptcy, unforeseen circumstances, or ending of a temporary business activity. Several studies have shown that in a substantial number
of cases employers fail to adequately apply notice requirements.
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Employment Protection and Labour Market Performandds

Annex 2.B

Summary indicators of EPL strictness greatly facilitate theon employment adjustment, the overall intent is to reflect, as
analysis of employment protection and its effects on labour maraccurately as possible, the cost implications of various regulatory
ket performance. Comparisons of employment protection acrogsrovisions for employersi.€. stricter is interpreted as more
countries, or at different times in the same country, would becostly). However, the correspondence between the strictness
extremely cumbersome if done solely in terms of the 22 first-scores and employers’ costs is no more than qualitative.
level indictors presented in Tables 2.2 to 2.4 (or the even more
numerous descriptive entries reported in Annex 2.A). Although
item-by-item comparisons can be instructive, summary measur
appear to be essential in order to study the effects of employme
protection on labour market outcomes.

The first step is to convert each of the 22 first-level indi-
tors of EPL into cardinal scores that are normalised to range
Jtom 0 to 6, with higher scores representing stricter regulation.
This scoring algorithm is somewhat arbitrary, but was imple-
mented so as to compromise between allowing the score to rise

However, the construction of such summary measure®roportionally with the underlying measure.g. with weeks of
raises difficult choices of quantification and weighting that areSeverance pay) and respecting natural break points in the data
familiar from the theory of index numbers. In earlier work, the (i-€. clusters in country practices). Table 2.B.1 specifies the map-

OECD used a “rank of averaged ranks” approach to constructinging that was used for each of the 22 first-level indicators.

summary indicators [OECD (1983, which was originally
developed by Grubb and Wells (1993). Since the basic EPL indi-
cators being combined are difficult to quantify in comparable
units (.g.difficulty of procedural requirements and severance
pay), this largely ordinal approach is potentially attractive. How-
ever, the rank of averaged ranks method can prove misleading |
national rankings differ too strongly across these basic indicators.
In such a case, performing a cardinal operation on an ordinat
measure — such as averaging several rankings — can lead to per-
verse results.

An ordinal approach is not sufficient for the purposes of
this chapter because valid comparisons could not be made
between levels of EPL strictness in the late 1990s and in the late
1980s. One limitation of a summary indicator based on ranking is
that a given country’s strictness score could either rise or fall ovef
time, even though its employment protection practices were com-
pletely unchanged, for the simple reason that other countries
changed their policies. Even more fundamentally, it would be
invalid to compare a rank-based score for the late 1980s, which
was based on an analysis of 16 European countries, with a rank-
based score for the late 1990s based on a sample of 27 countries.
Quite independently of any changes in EPL, the maximum rank
score has nearly doubled.

A four-step procedure was developed for constructiaig
dinal summary indicators that allow meaningful comparisons to
be made, both across countries and between different years
(Chart 2.B.1): Since the theoretical analysis of employment pro-
tection emphasises the analogy of EPL to an employer-borne tax

1. In practice, the cardinal summary indicator used in this chapter produces a very similar ranking of countries by overall EPL strictness to that pro-

Having converted all of the first-level measures into

numerical scores that are in comparable units, it is mathemati-
cally straightforward to form various averages, as depicted in
Levels 2 to 4 of Chart 2.B.1. However, it would be inappropriate

to take unweighted averages of all of the components and uneven
eights were used in two situations (see Table 2.B.2 for details):

In cases where a single underlying aspect of employment
protection regulation was reflected in multiple measures,
their weights were reduced to be collectively equivalent to
the weight applied to another aspect represented by a single
measure. For example, the notice period and severance pay
are not triple weighted, just because each is measured three
times {.e.at 9 months, 4 years and 20 years of tenure).

In two cases, uneven weights were used because it was
judged that some aspects of employment protection
deserved greater economic weight than others. First, and
following the Jobs StudyOECD (1994)], it was assumed
that a week of notice was only equivalent to 0.75 of a week
of severance pay/Second, when forming an overall strict-
ness measure from the three subcomponents for strictness
of regulation for regular contracts, temporary contracts and
collective dismissals, the summary measure for collective
dismissals was allocated just 40 per cent of the weight
assigned to regular and temporary contracts. The rationale
for this is that the collective dismissals indicator only
reflectsadditionalemployment protection that was trigged
by the collective nature of a dismissal. In most countries,
these additional requirements are quite modest.

duced by applying the rank of averaged ranks method to the underlying data (Spearman rank correlation of 0.95 for the late 1990s).

2. In each case, the employer must pay a week’s wages, but in the case of notice the workers typically provide productive services that are of som

value.

OECD
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Chart 2.B.1. Four-step procedure to construct summary indicators

of EPL strictness &b

EPL

Fourth-level (overall) summary indicator

Weighted average

RC
Third-level summary indicator
for regular contracts/individual
dismissals

TC
Third-level summary indicator
for temporary contracts

Unweighted average

RC1-RC3
3 second-level summary indicators
for components of regular
contracts/individual dismissals

Unweighted average

Weighted average

TC1-TC2
2 second-level summary indicators
for components of temporary
contracts

RC1A-RC3D
12 first-level indicators
for regular contracts/individual
dismissals
(score 0-6)

Weighted average

TC1A-TC2C
6 first-level indicators
for temporary contracts
(score 0-6)

a) The sequence of calculations flows from the bottom to the top of the chart (i.e. from first to fourth-level indicators).

b) See Tables 2.B.1 and 2.B.2 for variable definitions and aggregation weights.

Source: OECD.

CD
Third-level summary indicator
for collective dismissals

Unweighted average

CD1-CD4
4 first-level indicators
for collective dismissals
(score 0-6)
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—— Table 2.B.1. Assignment of numerical strictness scores to first-level EPL indicators?

Original Assigned scores

Code it
unt 0 1 2 3 4 5 6

Individual dismissals of workers with regular contracts

RC1A Scale 0-3 Scale (0-3)*2
RC1B Days 0-2 <10 <18 <26 <35 <45 > 45
RC2A1 Months 0 <04 <0.8 <12 <16 <2 >2
RC2A2 Months 0 <0.75 <125 <2 <25 <35 =235
RC2A3 Months <1 < 2.75 <5 <7 <9 > 11 <11
RC2B1 Months 0 <05 <10 <1.75 <25 <3 >3
RC2B2 Months 0 <05 <1 <2 <3 <4 >4
RC2B3 Months 0 <3 <6 <10 <12 <18 > 18
RC3A Scale 0-3 Scale (0-3)*2
RC3B Months =224 > 12 >9 >5 > 25 >15 <15
RC3C Months <3 <8 <12 <18 <24 <30 > 30
RC3D Scale 0-3 Scale (0-3)*2
Temporary employment
TC1A Scale 0-3 6-Scale (0-3)*2
TC1B Number No limit =5 24 >3 =2 =15 <15
TC1C Months No limit > 36 > 30 >24 >18 >12 <12
TC2A Scale 0-4 6-Scale (0-4)*6/4
TC2B Yes/no Yes or

- - No - TC2A =0 - -
TC2C Months <6 or

No limit > 36 > 24 > 18 > 12 > 6 TC2A =0

Collective dismissals
CD1 Scale 0-4 Scale (0-4)*(6/4)
CD2 Scale 0-2 Scale (0-2)*3
CD3 Days 0 <25 <30 <50 <70 <90 > 90
CDh4 Scale 0-2 Scale (0-2)*3

a) The first 12 rows of this table (variables RC1A to RC3D) correspond to the measures of EPL for individual dismissals of workers with regular contracts as
reported in Table 2.2, Panel A; the next 6 rows (variables TC1A to TC2C) correspond to the measures of the regulation of temporary contracts as reported in
Table 2.3, Panel A; and the last 4 rows (variables CD1 to CD4) correspond to the measures of EPL for collective dismissals reported in Table 2.4.

The assignment of scores and weights adds a subjectiviively correlated. To take the most extreme example, notice and
dimension to the EPL strictness scores that is additional to theeverance are actually negatively correlated (correlation coeffi-
judgements already embodied in the 22 descriptive indicatorscient of -0.16 in the late 1990s), so that the relative weights
Experimentation with alternative scoring schemes for the first-assigned to these components, can affect cross-country compar-
level indicators suggests that the conclusions reached by the anadons of EPL strictness. Rather than reporting results for a number
ysis are unlikely to be affected by the arbitrariness embodied irf different weighting schemes for constructing alternative sum-
this step. By contrast, the weighting scheme can have a greaterary strictness measures, this chapter provides considerable
impact, since the components of EPL are not always highly, posanalysis of the separate components of EPL.

OECD
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Table 2.B.2. EPL summary indicators and weighting scheme?

Level 4 Level 3 Level 2 Level 1
RCl . Procedures (1/2)| RC1A
Procedural inconveniences

1/3) Delay to start a notice (1/2)| RC1B
9 months  (1/7)| RC2A1
RC RC2 Notice period after 4 years (1/7)| RC2A2
Regular Notice and severance pay for 20 years  (1/7)| RC2A3
contracts ¢ no-fault individual dismissals 9 months (4/21)| RC2B1
(5/12) 73) Severance pay after 4 years  (4/21)| RC2B2
20 years  (4/21)| RC2B3

Definition of unfair dismissal (1/4)| RC3A

“EP'- RC3 Trial period (1/4)| RC3B
Ove_ra - sumrpary Difficulty of dismissal @ (1/3) | Compensation (1/4)| RC3C
indicator Reinstatement (1/4)| RC3D
TCI Valid cases other than the usual “objective” (1/2)| TC1A

TC — e Maximum number of successive contracts (1/4)| TC1B

Temporary Fixed-term contracts (1/2) Maximum cumulated duration (1/4)| TCI1C

contracts © TC2 Types of work for which is legal (1/2)| TC2A

(5/12) Temporary work agency (TWA) | Restrictions on number of renewals (1/4)| TC2B

employment® (1/2) Maximum cumulated duration (1/4)| TC2C

cD Definition of collective dismissal (1/4)| cb1

Collective dismissals ¢ Additional notification requirements (1/4)| CD2

(2/12) Additional delays involved (1/4)| CD3

Other special costs to employers (1/4)| CD4

a)

b)

)
d

e)

Level 1 corresponds to the disaggregated data that have been assembled on EPL, while levels 2-4 represent successively more aggregated indicators of EPL
strictness. The values in parenthesis indicate the aggregation weights to use in creating the next higher level summary indicator as a weighted average of
the indicators at that level. Prior to forming these weighted averages, the level 1 indicators must be converted into equivalently scaled, cardinal variables
(as specified in Table 2.B.1).

Variables CD1-CD4 are only available for the late 1990s. Thus, an alternative overall index is calculated as an unweighted average of RC and TC only. The
table also omits several other indices that are used in the analysis. For example, equally weighted indices were calculated from RC2A1-RC2A3 (notice) and
RC2B1-RC2B3 (severance).

The weighting 5/12, 5/12, 2/12 assigns CD 40 per cent the weight of assigned to RC and TC. This is intended to reflect the fact that the collective dismissals
measures typically represent modest increments to the EPL requirements for individual dismissals.

Since all of the underlying data are available for Australia, Canada, Japan, Korea, Mexico, New Zealand and the United States, except RC3B or RC3C, the
index RC3 (difficulty of dismissal) is calculated in these cases by averaging over all of the variables RC3A-RC3D with valid data. This allows levels 3 and
4 summary indicators to be calculated for these countries.

Since all of the underlying data are available for Finland, Norway and Sweden in the late 1980s, except for one or two items related to the maximum
duration of temporary employment, the indices TC1 and TC2 are calculated in these cases by averaging over all of the variables TC1A-TC2C with valid data.
This allows changes in the levels 3 and 4 summary indicators to be calculated for these three countries.
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Table 2.C.1. Effects of EPL on labour market performance, findings from selected studies
Study 553[?3@? Performance measure Measure of EPL %22:;gii\éir;ables and/or Method Findings
EMPLOYMENT, UNEMPLOYMENT, AND HOURS
Bertola (1990) 1962-86, Employment rate; Ranking based on Unemployment rate; CPI;  Time series estimation. No effect on

1974-86; unemployment rate; evidence from Emerson time-period dummies; unemployment levels.

Blanchard (1998)

Elmeskov et al.
(forthcoming)

Jackman et al. (1996)

Esping-Andersen
(forthcoming)

Lazear (1990)

10 countries.

1960-64
to 1995-96;
21 countries.

1983-95;
19 countries.

1983-88,
1989-94;
20 countries.

1993;
18 countries.

1956-84;
22 countries.

hours worked.

Unemployment rate.

Structural unemployment
(NAWRU).

Short-term
unemployment; long-term
unemployment (average
over 1985-93, standardised
and in logs).

Unemployment rates.

Employment/ population
rate; labour force/
participation rate;
unemployment rate; hours
worked per week.

(1988).

OECD ranking. 2

OECD ranking. @ Changes
of EPL over time.

OECD ranking. 2

OECD ranking. 2

Historical time series

of severance pay and
months of advance notice
before dismissal
(blue-collar worker with
10 years of service).

GDP growth.

The same as used
in Nickell (1997),
excluding the union
density variable.

Income-schemes

for unemployed; ® ALMP;
collective bargaining;¢ tax
wedge; minimum wages.

Income-schemes

for unemployed;? ALMP;
collective bargaining; ¢
change of inflation; time
dummy.

Collective bargaining, ¢
minimum wage.

Severance pay, notice
variable (both after

10 years of service) and
quadratic time trend.

Unbalanced panel, with
explicit treatment

of shocks, and interaction
of shocks and institutions.

Panel data methods for a
reduced-form
unemployment equation.
Theoretical bargaining
model, taken from Layard
et al. (1991).

Pooled regression for the
two sub-periods, using
random-effects methods.
Equations also include
lagged dependent
variables.

Experimentations with the
specification of EPL
(linear and quadratic).
Interactions of EPL with
collective bargaining are
allowed.

Models in reduced form.

Positive effect on
unemployment
persistence.

No effect on
unemployment, even after
controlling for possible
shocks.

Positive effect on
structural unemployment.
The results are more
robust than Scarpetta’s
(1996) — note that EPL
changes are taken

into account.

No effect on
unemployment, because
the effect on hirings is
almost offset by the effect
on firings. No significant
effect on unemployment
persistence.

No impact on aggregate
unemployment.

High severance pay
reduces employment,
reduces labour force
participation, and raises
unemployment. Changes
in severance pay rules
partly explain
unemployment changes
in France, Italy and
Portugal.
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Table 2.C.1.

Effects of EPL on labour market performance, findings from selected studies (cont.)

Study sg[lir?g iggd Performance measure Measure of EPL i(i]c;z:;glti;ir;ables and/or Method Findings
Nickell (1997) 1983-88, Log unemployment rate;  OECD ranking. 2 Income-schemes GLS random effects using Insignificant effect on
1989-94; overall labour supply; ¢ for unemployed.? ALMP;  two periods. unemployment. Negative

Nickell and Layard
(1998)

Scarpetta (1996)

20 countries.

1983-88,
1989-94;
20 countries.

1983-93;
17 countries.

employment/
working-age-population
ratio.

Unemployment rate;
employment/population;
hours/population (six-year
averages).

Structural unemployment
(NAWRU); no-employment
rate.

OECD ranking. 2

OECD ranking. 2

collective bargaining; ¢
total tax rate; change
in inflation. Period
dummy.

Income-schemes

for unemployed;? ALMP;
collective bargaining; ¢
total tax rate. Owner
occupation rate. Time
period dummy. Change
in inflation.

Cyclical factors.
Income-schemes for
unemployed;? ALMP;
collective bargaining;¢ tax
wedge; exposure to trade
(proxy for product market
competition). Real interest
rates.

LONG-TERM AND SHORT-TERM UNEMPLOYMENT, FLOWS AND UNEMPLOYMENT DURATION

Blanchard and
Portugal (1998)

Bertola and Rogerson
(1997)

Boeri (1999)

1985-94;
21 countries.

Mid to late
1980s;
6 countries.

1983-94;
13 EU
countries.

Unemployment inflow;
unemployment duration
(average 1985-94).

Job creation, job
destruction,
unemployment flows and
job turnover.

Probability of job-to-job
and employment to
unemployment flows;
probability of
unemployment outflow
to employment.

OECD ranking. 2

Grubb and Wells (1993)

ranking.

Proportion of temporary

employees.

None.

None.

GDP growth rate (lagged);
country dummy; linear
(and quadratic) time
trend.

GLS random effects using
two time periods. The rate
of change in inflation is
included to capture the
difference between actual
and structural
unemployment rate.

Static reduced-form
model. Takes

into consideration the
difference between actual
and equilibrium
unemployment.

Regression of the log flow
and the log duration on
the EPL rank.

Standard theoretical
model of job turnover
to analyse the effects

of firing costs on
steady-state job turnover
across firms.

Panel data (grouped) logit
equations for the group
of workers in short-term
jobs. Separated
regressions for (adult and
young) men and women.

effect on employment,
which becomes nil on
prime-age men (due

to high correlation
between strict EPL and
low female participation
in southern Europe).

No effect on total
unemployment. Negative
effect on employment/
population ratio (due

to high correlation
between strict EPL and
low female participation
in southern Europe).

Positive impact on
unemployment, which
disappears after including
institutional interactions.
Positive impact also on
non-employment rates.

EPL lowers flows through
unemployment and raises
unemployment duration.

Similar job turnover
across countries. But EPL
reduces the flows into and
out of unemployment.
Thus, job reallocation
takes more often the form
of job-to-job mobility.
EPL raises job-to-job
mobility, but reduces
flows from employment
to unemployment. Since
with strict EPL quits are
more often not re-filled,
it also reduces the
chances of unemployed.
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Table 2.C.1.

Study

Period and
countries

Effects of EPL on labour market performance, findings from selected studies (cont.)

Performance measure

Measure of EPL

Control variables and/or
interactions

Method

Findings

Gregg and Manning
(1997)

Jackman et al. (1996)

Nickell (1997)

Nickell and Layard

(1998)

Schettkat (1997)

OECD (1993)

10 countries.

1983-88,
1989-94;
20 countries.

1983-88;
1989-94;
20 countries.

1983-88,
1989-94;
20 countries.

1982-83,
1987-88;
9 EU
countries.

1979-91;
19 countries.

Percentage of long-term
unemployed (> 1 year).

Short-term
unemployment; long-term
unemployment (average
over 1985-93, standardised
and in logs).

Long-term and short-term
unemployment (six-year
averages in logs).

Long-term and short-term
unemployment (six-year
averages in logs).

Overall labour mobility;
flows out of employment;
job-to-job mobility.

Long-term unemployment.

EMPLOYMENT AND UNEMPLOYMENT COMPOSITION

Blanchard and
Portugal (1998)

1985-94;
21 countries.

Unemployment inflow;
unemployment duration
(average 1985-94).

Average job tenure 1991,
Bertola index.

OECD ranking. 2

OECD ranking. 2

OECD ranking. 2

Own grouping based on
strictness of dismissals
protection (individual and
collective).

Severance pay and notice
periods combined as one
factor (blue- and
white-collar workers).

OECD ranking. 2

None.

Income-schemes

for unemployed;? ALMP;
collective bargaining; ¢
change of inflation; time
dummy.

Income-schemes

for unemployed;? ALMP;
collective bargaining; ¢
total tax rate. Change in
inflation. Period dummy.

Income-schemes

for unemployed;? ALMP;
collective bargaining; ¢
total tax rate. Owner
occupation rate. Time
period dummy. Rate

of change in inflation.

Country dummies (proxy
for labour market
regulations); industry
dummies (product market
conditions); employment
change and
unemployment rate
(macroeconomic
conditions).

Unemployment benefit
duration; ALMP
expenditures/
unemployment benefits.

None.

Regressions on average
job tenure and on the
Bertola index.

Pooled regression for the
two sub-periods, using
random-effects methods.
Equations also include
lagged dependent
variables.

GLS random effects using
two periods.

GLS random effects using
two time periods. The rate
of change in inflation is
included to capture the
difference between actual
and structural
unemployment rate.

Pooled regressions,
in reduced form.

Pooled time-series/cross-
section estimation.

Regression of the log flow
and the log duration on
the EPL rank.

Positive effect on
long-term unemployment.

EPL increases long-term
unemployment (because
it decreases hirings), but
also decreases short-term
unemployment (because
it decreases firings).

The effects of EPL on
short-term and long-term
unemployment are not
significant.

Reduction of labour
market flows, raising
long-term unemployment
and reducing short-term
unemployment.

Negative effect on labour
mobility.

Positive effect on
long-term unemployment
rates. in southern Europe
and Ireland, job security
account for more than half
of the long-term
unemployed observed,
particularly among
blue-collar workers.

Strong effects on the
nature of unemployment
are found - the effect on
the unemployment rate is
ambiguous.
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Table 2.C.1. Effects of EPL on labour market performance, findings from selected studies (cont.)
Study sg[lir?g iggd Performance measure Measure of EPL i(i]c;z:;glﬁ;ir;ables and/or Method Findings
Esping-Andersen 1993; Log unemployment rate;  OECD ranking. 2 Collective bargaining, ? Experimentations with the A quadratic effect is

(forthcoming)

Grubb and Wells 1989; 11 EU
(1993) countries.
Nickell (1997) 1983-88,
1989-94;

20 countries.

Scarpetta (1996) 1983-93;

17 countries.

18 countries.

youth to male-adult
unemployment ratio;
unskilled to all
unemployed ratio;
unemployment outflow.

Incidence of temporary
work; shifts in the
structure of employment
towards non-regulated
forms of work.

Long-term and short-term
unemployment (six-year
averages, in logs).

Youth unemployment.

Own rank based on
regulations of: individual
dismissals; temporary
employment; working
time.

OECD ranking. 2

OECD ranking. 2

LABOUR INPUT ADJUSTMENT AND REALLOCATION OF LABOUR

Abraham and
Houseman (1994)

1973-90;
4 countries.

Employment adjustments;
hours adjustments.

Separate regressions

for each country. Dummy
for changes in labour
market regulation.

minimum wage. ¢

None.

Income-scheme

for unemployed; ® ALMP;
collective bargaining
coverage; ¢ total tax rate.
change in inflation. Period
dummy.

Cyclical factors.
Income-schemes for
unemployed;? ALMP;
collective bargaining; ¢ tax
wadge; exposure to trade
(proxy for product market
competition). Real interest
rates.

Output; time trend.

specification of EPL: linear
monotonic measure,
quadratic specification,
interactions with collective
bargaining.

Cross-country correlations
between regulation
indicators and patterns
of work. Partial cross-
correlations between
different indicators

of regulation and
corresponding work
patterns’ indicators are
discussed.

Estimation made using
GLS random effects using
two periods.

Static reduced-form
model. Takes

into consideration the
difference between actual
and equilibrium
unemployment.

Koyck model of the
dynamic demand

for labour to estimate
labour adjustments.

found. Youth and female
unemployment is high
when EPL is either strict
or flexible (u-curve), and
low-skilled unemployment
is low when EPL is strict
or flexible (hump-shaped
curve).

EPL increases
non-regulated forms

of employment, and the
proportion of employees
in part-time and
temporary work who are
involuntary.

No effect on prime-age
male unemployment.

Significant impact on the
structure of employment
and unemployment

(e.g. youth), which
disappears after
institutional interactions.

Employment adjustment
(in manufacturing) is
slower in Europe than in
the United States, but
hours adjustment is
similar. EPL is not an
obstacle to adjust

for firms, since they
develop strategies to get
the needed flexibility
(e.g. short-time work).
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Table 2.C.1. Effects of EPL on labour market performance, findings from selected studies (cont.)

Study 53323 i:gd Performance measure Measure of EPL i(i]ciz:;glti;ir;ables and/or Method Findings
Bertola (1990) 1962-86, Employment rate; Ranking based on Unemployment rate; CPI;  Time series estimation. Employment is more
1974-86; unemployment rate; hours evidence from Emerson time-period dummies; stable, hours are less

Boeri (1999)

Jackman et al. (1996)

10 countries.

1983-94;
13 EU
countries.

1983-88,
1989-94;

20 countries.

worked.

Probability

of unemployment outflow
to employment,
probability of voluntary
quits.

Short-term
unemployment; long-term
unemployment (average
over 1985-93, standardised
and in logs).

INTERACTIONS WITH OTHER INSTITUTIONAL FACTORS

Bertola and Rogerson Mid to late

(1997)

Elmeskov et al.
(forthcoming)

1980s;
6 countries.

1983-95;

19 countries.

Job creation, job
destruction,
unemployment flows and
job turnover.

Structural unemployment
(NAWRU).

(1988).

Proportion of temporary
employees.

OECD ranking. 2

Grubb and Wells (1993)
ranking.

OECD ranking. 2

GDP growth.

GDP growth rate (lagged);
country dummy; linear
(and quadratic) time
trend.

Income-schemes

for unemployed;? ALMP;
collective bargaining; ¢
change of inflation; time
dummy.

None.

Income-schemes

for unemployed; ? ALMP;
collective bargaining; ¢ tax
wedge; minimum wages.

Panel data (grouped) logit
equations for the group
of workers in short-term
jobs. Separated
regressions for (adult and
young) men and women.

Pooled regression for the
two sub-periods, using
random-effects methods.
Equations also include
lagged dependent
variables.

Standard theoretical
model of job turnover
to analyse the effects

of firing costs on
steady-state job turnover
across firms.

Panel data methods

for a reduced-form
unemployment equation.
The theoretical bargaining
model follows Layard

et al. (1991).

stable and unemployment
is more persistent.

“Partial reforms” which
liberalise fixed-term
contracts reduce the
employment chances
of the unemployed and
discourage voluntary
quits, which is often an
efficient way to achieve
optimal labour
reallocation.

Reduction in the speed

of adjustment, but minor
impact on the equilibrium
unemployment.

Firings (but not hirings)
increase if strict EPL
coincides with wage
compression.

The positive effect

of unemployment benefit
and tax wedge on
unemployment is larger if
EPL is strict or loose. The
negative impact of EPL
on unemployment is
stronger in countries with
intermediate degree of
centralisation/
co-ordination of collective
bargaining.
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Table 2.C.1. Effects of EPL on labour market performance, findings from selected studies (cont.)

Study Perlod_and Performance measure Measure of EPL _Controllvanables and/or Method Findings
countries interactions
Scarpetta (1996) 1983-93; Structural unemployment  OECD ranking. 2 Cyclical factors. Static reduced form model A worst case scenario
17 countries. (overall and youth). Income-schemes for (for the impact (as far as unemployment
unemployed;? ALMP; of institutions on is concerned) would
collective bargaining; ¢ tax structural unemployment). combine strong EPL with
wedge; exposure to trade Takes into consideration  generous unemployment
(proxy for product market the difference between benefits and
competition). Real interest actual and equilibrium uncoordinated bargaining.
rates. unemployment.
a) OECD Jobs Study (1994b), Part Il, Table 6.7, Panel B, Column 2.
b) Replacement rate and unemployment benefit duration.
¢) Union density, union coverage and bargaining centralisation/co-ordination.
d) Minimum wage as a percentage of the average wage.
e) Overall labour supply is measured with a combination of annual hours worked and employment/population ratios.
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Annex 2.D

is defined as the proportion of self-employees over total employ-

ment for all age groups.
Three types of variables have been used to analyse the links ge group

between EPL and labour market performance in Sections 1.8 The dynamic variables used in Chart 2.3 and Tables 2.12 and
and I1.C. The first are the summary indicators of EPL strictness2-13 include job turnover, labour turnover, tenure and separation
presented in Table 2.5. The second are the performance variablég{es. The distinction between job turnover and labour turnover is
both static and dynamic. Section I1.B uses the static measures aff@Portant [OECD (1996), Chapter 5]. Job turnover is the sum of
Section I1.C the dynamic ones. The third are institutional and polchanges (over one year) in employment levels across all establish-

icy measures that are used as control variables in the regressiofnts. Labour turnover measures the changes in individuals’ jobs,
presented in Sections 11.B and II.C. regardless of whether the jobs themselves are newly created, ongo-

ing or disappeared. Thus, this definition includes moves into and
out of ongoing jobs, in addition to those due to job turnover. Nor-
mally, both job and labour turnover are measured in annual aver-
Data for the performance variables have been gathered faiges, although there are some exceptions [see notes to Tables 5.1
the 27 OECD countries for which EPL data were collected, fromand 5.2 in OECD (1998, Chapter 5]. These annual averages
1985 to 1997, although the analysis mostly concentrates on thecover many different time periods, some referring to the early and
years 1990 to 1997. The static variables used in Chart 2.2 anehid 1980s €.g. Australia, Belgium and Ireland), the late 1980s
Tables 2.7 to 2.11 are divided into three groups: unemploymenge.g. Finland, France, Germany, Japan, the Netherlands, New
rates by age, gender and educational attainment, employmerfiéaland, Norway, Sweden, the United Kingdom and the United
population ratios by age and gender, and shares of different typestates), most of the 1980s.¢. Denmark and Italy) and some
of employment. The basic definitions of these variables are givemneferring to the early 1990® (. Austria).
in the notes of the tables, but additional details are provided here. Tenure is measured as the proportion of employment by

Concerning the age groups, generally these are 15-64 years fgp, o er tenure. For example, tenure for less than one year refers

all ages”, 20-29 years for youth and 30-54 years for the prime+, yhe hroportion of employees who have been employed at their

age group. However, there are a few exceptions: firm for one year or less. Mean tenure denotes the average length

e Employment/population ratios for prime-age groups referof ongoing and, hence, incomplete spells. Retention rates are
to ages 35-54 years (rather than 30-54) for Australiameasures of the stability of the employer-employee match. For
Canada, Ireland, Mexico and New Zealand, and to agegxample, the five-year retention rate is the percentage of employ-
30-59 years for Italy. ees in a certain year which are still with the same employer five

. Employment/population ratios for youth refer to agesyears latter. These are measured both over 1985-90 and over
20-24 years (rather than 20-29) for Australia, Canada1990-95. Also, these are broken down by length of initial tenure.
Ireland, Mexico and New Zealand, and 15-24 years for[See OECD (1993), Chapter 5 for more details on these
Switzerland. definitions.]

*  Unemployment rates for youth refer to ages 20-24 years  1hq ynemploymentinflow rate is defined as persons unem-
(rather than 20-29) for Australia, Canada, I.reland, MeX|cop|0yed for less than a month as a percentage of the source pop-
and New Zealand and 15-24 years for Switzerland. ulation (the working-age population less the unemployed).
The share of temporary employment is defined as the proSimilarly, the unemployment outflow rate is defined as the aver-

portion of workers in temporary jobs over total employment. If no age percentage of the unemployed moving to employment or out

age group is specified, the share refers to workers of all agesf the labour force in a month. Since the group leaving unem-

Note that the share of youth temporary employment is the numbegsloyment cannot be identified in typical labour force survey data,

of 20-29 year olds in temporary jobs over the total employmenthe size of this group is estimated indirectly, as the number of per-

for the same age groSimilarly, the share of self-employment sons who must have exited in order to reconcile the data on unem-

Performance variables

1. The available performance data begin in more recent years for Austria (1994), the Czech Republic (1993), Hungary (1995), Mexico (1991), Poland
(1992), Switzerland (1991) and Turkey (1988).
2. The temporary employment data for Germany include apprentices.
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ployment inflows and the change in the total number

unemployed. The mean duration of unemployment is also esti-
mated indirectly, as the reciprocal of the share of all unemployed
with a duration under one mongh.

Control variables .

Data for control variables have been gathered for the
27 OECD countries for which EPL data was collected. These
include measures of institutional and policy variables thought
likely to be important determinants of the performance variables.
Values have been collected (when possible) for two points irf
time; the late 1980s and the latest date available for use in the
regressions presented in Sections II.B and I1.C, Tables 2.8, 2.9,
2.10, 2.11 and 2.13.

Unions and the wage bargaining process, in 1990 and 1994.
These data are only available for: Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Germany, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden,
Switzerland, the United Kingdom and the United States.

d Centralisation of collective bargainingThis variable
scores from 0 to 2.5, according to the prevailing bargaining
level [see OECD (199, Chapter 3 for more details].

e Co-ordination of collective bargainingrhis variable also
scores from 0 to 2.5, according to the degree of co-
ordination in bargaining [see OECD (1997 Chapter 3,
for more details].

d Trade union densityl'his variable measures the percentage
of workers belonging to a trade union [see OECD (1897
Chapter 3, for more details].

e Bargaining coverageThis variable is calculated on the
basis of the number of employees covered by a collective
agreement divided by the corresponding total number of
wage and salary earners [see OECD (&)9Thapter 3,
for more details].

Unemployment benefit schemes, in the late 1990s:

e Replacement rate for unemployment benefit schemes
Overall average of gross replacement rates for three types
of families (single person, with dependent spouse, and with
spouse in work) and two earning levels. The replacement
rates are averages of benefit levels over a five-year period
of benefit receipt and refer to programme characteristics in
1995. These data are available for all countries, except the
Czech Republic, Hungary, Korea, Mexico, Poland and
Turkey.

d Unemployment benefit duratioBuration has been calcu-
lated by taking — for a given type of worker —the maximum
duration of the unemployment insurance benefits (in
months), plus — when applicable — the maximum duration
of the unemployment assistance benefits (in months) when

analysis, when this variable takes on an indefinite value
(due to indefinite duration of the benefit), this has been

substituted by a value of 100. These data are available for
all countries, except Mexico and Turkey.

Other institutional and policy variables, in the 1990s:

ALMP spending in 1990 and 1996-9his variable meas-
ures ALPM spending as a percentage of GDP. Data are
available for all countries except the Czech Republic,
Hungary, Korea, and Poland in 1990, and Mexico and Tur-
key in both time periods.

Tax wedge in 1995 his is measured as the sum of employ-
ees’ and employers’ social security contributions and per-
sonal income tax less transfer payments as a percentage of
gross labour costs (gross wage earnings plus employers’
social security contributions). The chosen family type is a
two-earner married couple with two children, whose com-
bined earnings are one-third above the APW'’s earnings.
Data are available for all countries, except Korea.

Home ownershipThis is measured as the percentage of
home-owners in 1990. Data are available for all countries
except the Czech Republic, Greece, Hungary, Korea,
Mexico, Poland and Turkey.

Output gapThis is measured as the fraction of real GDP to
potential GDP, minus 1. It is averaged over 1985-1990 and
over 1992-1997 to cover the same periods as the dependent
variables. Data are available for all countries except the
Czech Republic, Hungary, Korea, Mexico, Poland and
Turkey.

Earnings dispersionThis variable is measured as the
deciles ratios D9/D1. Generally, these are gross earnings
ratios, except for France. These are either annual (
Canada, Finland, France, the Netherlands, Spain, Sweden
and Switzerland), monthlyi.€. Austria, Czech Republic,
Germany, Hungary, ltaly, Japan, Korea and Poland),
weekly (.e. Australia, Belgium, Ireland, New Zealand,
Portugal, the United Kingdom and the United States) or
even hourly (.e. Norway). Normally the data refer to full-
time full-year earnings, except for Austria, Denmark and
Norway, which include all employees. Two years have
been used: 1990 and the latest available, which varies sig-
nificantly among countries: 1993 (for Belgium, Norway
and Portugal), 1994 (for Austria, Canada and Ireland),
1995 (for Germany, the Netherlands and Spain), 1996 (for
the Czech Republic, Finland, France, Italy, Japan, Korea,
Poland, Sweden, Switzerland and the United States), 1997
(for Australia, Hungary and New Zealand) and 1998 (for
the United Kingdom).

the insurance is exhausted. The type of worker is a 40 Yealparformance variables

old single worker with a long employment history, previ-
ously earning an average inconm@[earnings equal to the

Static employment and unemployment variables have been

Average Production Worker (APW)]. For the econometric obtained from several OECD databases.

3. In steady state, the mean duration of unemployment is equal to the reciprocal of the share of newly unemployed among all unemployed.
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All employment/population ratidgy age groups, gender Control variables

and educational attainment are obtained from the OECD
SID database (Directorate of Education, Employment,
Labour and Social Affairs, DEELSA). The employ- °
ment/population ratios by educational attainment are pub-
lished annually in the OECD’Education at a Glance

Shares of self-employmeate obtained from the OECD
Analytical Database (Economics Department).

Shares of temporary employmétuttals and for youth) are
obtained from the OECD SID database (DEELSA).

Unemployment rates by gender, age, educational attain-
ment and duratiorare obtained from the OECD SID data-
base (DEELSA). The unemployment rates by educationaj
attainment are published annually in the OECB&uca-
tion at a Glance

Dynamic variablesbeen obtained from previous OECD
publications or on-going data bases. Data on job turnovef
and labour turnover are obtained from OECD (11996
Chapter 5, Table 5.1 and Table 5.2 respectively. The tenure
variables are obtained from Tables 5.5 and 5.6 of OECD®
(1997a), Chapter 5, and retention rates are obtained fron®
Tables 5.8 and 5.9 of the same publication. Data on unem-
ployment flows and durations are from the OECD SID ®
database (DEELSA).

The sources of the control variables are as follows:

Unions and wage bargaining variableall these data are
obtained from the OECD DEELSA database. Data have
also been published in OECD (1997 Chapter 3,
Table 3.3.

Unemployment benefit schemBata on replacement rates
are obtained from the OECD DEELSA database on unem-
ployment benefit entittlements and replacement rates.
Unemployment benefit duration has been obtained from
OECD (1998). Information on unemployment insurance
is obtained from Table 2.2 (last column), and on unem-
ployment assistance from Table 2.3 (last column).
Minimum wage Data obtained from OECD DEELSA
Minimum Wage Database.

ALMP. Obtained from OECD (1995), Table T and OECD
(199&), Table J, row marked “Total active measures”.
Tax wedgeData obtained from the OECD Analytical Data-
base (Economics Department), as published in OECD
(199), Table 5.

House ownershipData obtained from Oswald (1996).
Output gap.Obtained from OECD Analytical Databank
Database (Economics Department).

Earnings dispersionObtained from the OECD DEELSA
Earnings Database.
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Chapter 3

Recent economic experience underlies the importance of a highly skilled workforce. While a good initial education
provides an essential foundation, learning continues through the working years and national skill development system:
should be assessed in terms of how effectively they support the goal of life-long learning, recently endorsed by
OECD Member governments. Policies encouraging wide participation of the adult workforce in continuing training may
be able to play an important role in assuring strong economic growth and broadly-based prosperity. International
comparisons of continuing training, including an analysis of the causes and consequences of cross-country difference:
would be very useful for assessing the potential scope for and choices among such policies, but little systematic informa:
tion has been available concerning these issues. This chapter assembles some of the available evidence and discusse:
implications for policy-making and data collection.

The empirical analysis proceeds along two tracks. First, four “harmonised” surveys of training are used to assemble
a set of “stylised” facts concerning international differences in the level and distribution of training for
24 OECD countries. The robustness of these comparisons across different surveys and training measures is assessed
are their implications for understanding international differences in human capital investment and economic outcomes.
Several of these issues are then examined in greater depth using independent — but broadly comparable — national st
veys, which provide more detailed information on training. Multivariate statistical techniques are used to analyse both
individual probabilities of training and the relationship between training and individual earnings.

Training patterns differ significantly across OECD countries. Although it is not possible to make precise compari-
sons, the evidence is robust that the level of formal continuing training is relatively low in southern European countries
such as Greece, Italy, Portugal and Spain, and relatively high in the United Kingdom, France and most Nordic countries.
Workers tend to receive more training in countries with higher educational attainment and achievement, as well as in
countries devoting a larger share of GDP to research and development and achieving a strong trade performance in “hig
tech” industries. This suggests that educational reform and greater training are mutually reinforcing, due to the associate
tendency for firms to specialise in economic activities requiring higher skills across a broad spectrum of the workforce.
While improving initial education should increase training levels for future cohorts of workers, policies to improve the
training received by the current workforce are also desirable. Since a key distinguishing feature of high-training econo-
mies is that participation in training is more evenly distributed, policies enhancing the incentives and resources for
investing in the continuing training of workers typically receiving little training may be of particular importance. How-
ever, the analysis of the determinants and consequences of training is not yet sufficiently developed to provide policy
makers with reliable estimates of the economic returns that would accrue to specific policy approaches. Further progres
in the harmonisation of training statistics could make a useful contribution to filling that gap.
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could be important consequences for workforce skills and
labour market performance. This chapter conducts an

The critical importance of a highly skilled work- exploratory analysis of these issues.

force in an increasingly “globalised” and “computerised” ] _ o )
economy has become a commonplace. At the individual ~ Section | surveys prior research on continuing train-
level, a good education is increasingly decisive forind, while Sections Il and IIl present new empirical results
employment prospects and earnings levels [Blau an@n comparative training patterns. Section Il uses four
Kahn (1996); OECD (1997, €]. Human capital forma- harmonised” surveys of training to assemble a set of
tion also appears to be an important precondition for theStylised” facts concerning differences in the level and
economic success of firms and national economiesdistribution of training across 24 OECD countries. The
although these links are more difficult to verify [Griliches robustness of these comparisons across different surveys
(1996): OECD (1998)]. This evidence suggests that poli- &nd training measures is assessed, as are their implications
cies encouraging wide participation in education and©r understanding international differences in human

training are an important component of an overall strategaPital investment and economic outcomes. Section |lI
to achieve broadly-based prosperity. examines several of these issues in greater depth using

The skills and competences of the workforce are théﬂdeemk_mt — but broadly comparable — national surveys,

. . L which provide more detailed information on training.
product of a large variety of learning activities that take LT L )
S A . . .. “Multivariate statistical techniques are used to analyse
place in diverse institutional contexts. While good initial

. . : ! . individual probabilities of training and the relationship
education provides an essential foundation, learning con- o S : .
: : . Iﬁlgetween training and individual earnings. A concluding
tinues through the working years. This suggests thai ~__. . o .

. . section considers implications for policy.
national skill development systems should be assessed In o _ _ _
terms of how effectively they support the goal of life-long Several limitations of the analysis require emp_h§5|s.
learning. Consistent with this perspective, researcher§his chapter analyses only one type of job training,
assessing the potential economic contribution of humafamely, continuing and more or less formal training
capital investments have increasingly emphasised theeceived byincumbentvorkers. Most of the analysis is
importance ofcontinuing vocational trainingincluding  limited to workers between the ages of 25 and 54 years,
informal on-the-job learning [Lynch (1994); Booth and since this restriction avoids complications related to inter-
Snower (1996)]. national differences in initial education [OECD (1994,
Very little is known concerning international differ- 1998)] and retirement patterns [OECD (1998 Because

ences in continuing training or their causes and consdN©St continuing training of employees is sponsored — at
quences [OECD (1991, 1993)]. Such information would!€aSt in part — by employers, employer-provided training

be useful for assessing policy choices related to trainindS €mpPhasised. However, worker-financed training and

such as whether to encourage an overall increase in traiRUPliC training programmes receive some attention, as

ing levels or to attempt to redirect training investmentsd©€s training received by adults not currently employed.
Finally, training is measured in terms of the resources

toward groups in the workforce currently receiving little | . ) -
training. Prior research suggests that differences acrodvested, notin terms of the learning achieved.

national labour markets, such as those documented for
labour turnover rates and the degree of wage compression,
could have important effects on the incentives of busi-
nesses and workers to invest in training [Acemoglu and
Pischke (1999); Lynch (1994)]. If these or other factors®  The level of training differs significantly across
result in significant differences in training patterns, there OECD countries. Although it is not possible to make

The main findings of the chapter are:
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precise comparisons, the evidence is quite robust
that formal, continuing training is relatively low in
southern European countries such as Greece, Italy,
Portugal and Spain, and relatively high in the United
Kingdom, France and most Nordic countries. There
also appears to be some trade-off between the exter-
sive and intensive margins of training, with the
average duration of training being higher in coun-
tries with lower participation rates.

Overall, men and women appear to participate in
job-related training at fairly equal rates, although
men may receive more financial support from their
employers. When expected hours of training are cal-
culated over the 40-year period between the ages of
25 and 64, women have significantly lower training
expectancies than men, due to less continuous
employment. Lower training rates for part-time and
temporary workers may also lower relative training
access for women.

The extent to which training falls off with age varies
strongly across countries, suggesting that progress in
reaching the goal of life-long learning has been
uneven. Workers aged 50-54 years receive almost as
much training as those aged 25-29 in the United
States and the Nordic countries (except Finland),
while the older group receives much less training than
the younger in France, Greece, Portugal and Spain.
Training tends to reinforce skill differences resulting
from unequal participation in schooling in all coun-

varies across countries. The pay “premium” associ-
ated with training differs between educational and
gender groups within all of the countries, with the

most common pattern being higher training premi-
ums for the least educated workers.

The strong link between national levels of educa-
tional attainment and achievement, on the one hand,
and the level of workforce training, on the other,
suggests that an indirect strategy of strengthening
schooling is a potent — if slow — means of encourag-
ing continuing training. Since a key distinguishing
feature of high-training economies is that participa-
tion in training is more evenly distributed, policies
enhancing the incentives and resources for investing
in the continuing training of workers typically
receiving little training are of particular importance.
However, the theoretical and empirical analysis of
the determinants and consequences of continuing
training are not yet sufficiently developed to provide
policy makers with reliable estimates of the eco-
nomic returns that would accrue to specific policy
approaches. Further harmonisation of training
statistics could make a useful contribution to filling
that gap.

The standard model of training as human capital

tries, although the strength of this relationship variegnvestment and its main critiques are briefly reviewed in
significantly between countries. Training appears tathis Section. The focus here is on the most recent litera-
be most evenly distributed across educational leveléure developments as this topic was already dealt with in
in Ireland, Japan, New Zealand, the Netherlands anthe 1991Employment Outlooko which the reader is
several Nordic countries, and least equally in Bel-referred for a more complete treatment.

gium, Hungary and southern Europe. The positive  according to the standard theoretical model of train-
association between more schooling and trainingng as 3 human capital investment [Becker (1964)], firms
remains strong even after controlling for other char-yain workers to increase productivity and output while
acteristics affecting the probability of training. workers undertake training to realise future earnings gains
Workers tend to receive more training in countriesassociated with these increases in productivity. This
with higher overall average levels of educationalmodel predicts that the costs of training are borne partly
attainment and achievement, as well as in countriegy the worker and partly by the firm. Even when training
devoting a larger share of GDP to research ands provided by the employer, workers may indirectly pay
development and achieving a strong trade performfor their training by accepting lower wages for the dura-
ance in “high tech” industries. A higher overall tion of the training period. Because trained workers may
training rate is also associated with more equal agguit the firm and the benefits of training be reaped by
and educational distributions of training. These patother firms, the model predicts that firms will mainly
terns suggest that education and greater training afnancefirm-specifictraining, that cannot be exported to
mutually reinforcing due, at least in part, to an assoother firms, as opposed @eneraltraining. This model
ciated tendency for firms to specialise in economicalso predicts that the provision of firm-specific training
activities requiring a highly skilled workforce. will be associated with longer tenure at the firm since
Workers reporting recent training are paid more tharworkers will lose part or all of their expected future earn-
other workers, but the strength of this relationshipings gains if they move to other firms. Similarly, firms
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will not have an incentive to train those workers who are[Lazear (1981)], to reduce turnover costs [Salop and
more likely to quit. Salop (1976)], to encourage employees’ work efforts and

The main policy issue highlighted by this model is their morale [Akerlof (1984)] or simply as a consequence
that investments igeneraltraining may be inadequate. ©f good employer-employee matches [Jovanovic (1979)].
Employers may be unwilling to finance enough suchOverall, individual and firm unobservables have been
training because trained workers may quit the firm latefound to be very important in explaining wage differences
on. An economic externality arises because some of th@cross firms and individuals [Abowet al. (1994, 1998)].

returns to the general training provided by the initial The literature generally confirms a positive impact
employer accrues to other firms, whp subsequently hirgys training on productivity [Bartel (1995); Black and

the trained worker. However, the higher wages that q ynch (1996); Boon (1998)]. However, most studies suf-
trained worker can command with other employers Crefer from the fact that it is hard to disentangle the pure

ates a corresponding incentive for employees to pay fogtfect of training from other alternative explanations of
their own training. Thus, a serious market failure is onlyany rise in productivity.

likely to arise if capital market imperfections prevent

workers from borrowing the money required to finance There is very scant evidence that earnings of train-
their own training. ees are lower than those of comparable workers, with the

The empirical literature has focused on testing theeXCeptIon of apprentices.

predictions of the conventional model: Several recent studies have investigated whether
. The positive impact of training on future earnings. firms provide general or firm-specific training. Generally,

*  The positive impact of training on productivity. since it hard to measure the content of training, inferences
. Lower earnings during the training period are made using information on tenure, quits, turnover
o The possibility to distinauish between general andrates and on earnings growth of job movers. Inferences
fi P it yk.” dgth dicti gth A ¢ based on such evidence favour the view that most firm
IfM-Specinc skilis an € prediction that mos training is of a general nature and exportable to other

training provided by firms is firm-specific. firms [Blundell et al. (1996); Goux and Maurin (1997);
d The positive relationship between training and job| gewenstein and Spletzer (1998); Regner (1995, 1997);
tenure. Vilhuber (1997, 1998)]. A possible explanation is that
®  The negative relationship between training and turntraining that is firm-specific may often be complementary
over. to general training so that some elements of both have to
®*  The market allocates training optimally. be provided by the firm. It is also unlikely that any train-

Some of the most recent studies on these issues al@d Will be useful only to one specific firm or vice versa to
reviewed in Table 3.A.1 in Annex 3.A to this chapter. The@ll firms in the economy.

main conclusions from this review are summarised here. The empirical evidence on the relationship between
Earnings growth after training and the event of train-tenure and training is blurred, as is the relationship
ing may not be independent variables. Unobserved indibetween turnover and training. These new facts, espe-
vidual characteristics may determine both the probabilitycially the finding that much enterprise-based training
that someone is trained and the fact that they earn higheappears to be general, yet trainees do not undergo periods
than-average wages after the training. of lower earnings, is an argument against the validity of
Generally, most empirical work has found a positive Beckers model [Acemoglu and Pischke (1998, 1999)]. In
impact of training on earnings growth. In particular, someSuMm. recent empirical work calls into question the stand-
recent studies have concluded that the earnings gains froffd €xplanation of the determinants of employer-financed
training are significantly larger for groups of workers less-training, as well as the associated analysis of training
likely to be trained: less-skilled workers in the United POlicy.
States [Bartel (1995)] mid-educated workers inthe United  ap important stream of literature has investigated

Kingdom [Blundellet al. (1996)] and women in the \yhether market forces alone are likely to be efficient in
United Kingdom [Booth (1991)] and in Germany [Pischke | igcating training optimally across workers as is implied
(1996)]. by the standard model, in the absence of capital market

However, theories other than human capital mayimperfections [Lynch (1994); Booth and Snower (1996)].
explain the fact that wages increase over an individualf not, there is a market failure and some government
work’s life [Veum (1995)]. For example, firms may intervention to subsidise on-the-job training may be
increase wages over time to reduce supervision costseeded.
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Lynch (1994, p. 22) surveys studies of training in ers and employees will share the costs of training depend-
different OECD countries and concludes that “different”ing on how compressed the distribution of wages is. The
systems are more or less successful in overcoming marketore compressed the wage distribution, the higher is the
failure and that it is difficult for individual firms to move incentive for employers to train workers in order to reap
unilaterally from one training system to another. Forthe benefit of productivity gains that are not passed on to
example, Japanese firms appear to have a strong traditidhese workers in the form of higher wages. A more com-
of training their workers. According to Hashimoto (1994), pressed wage distribution may also lower workers’ incen-
the secret of successful firm training in Japan lies in thdives to invest in training, but the net effect on training
close link with the education system and in the fact thawill be positive if employers play the dominant role in
training is not only of a technical nature, but also involvesdetermining the level of training.

teaching workers to co-operate with each other. In particu- The authors illustrate possible sources of wage com-

lﬁr','tk's a Fr&ze for senior workerskto be able to pass Obression. The current employer has information about
their knowledge to more junior workers. workers’ abilities that other employers do not have access

Most studies find that employers tend to train theirto; this is shown, under given circumstances, to lead to
better educated workers more [OECD (1991); Lynchwage compression and incentives to train. Quits impose
(1994); O’Connell (1998); Blundelét al. (1996); costs on the current employer who has to replace the
Shémann (1998)]. The empirical literature also indicategvorker in question and on workers who have to invest
that larger firms, firms that pay above-average wages antesources in finding a new job; these costs may create
more capital-intensive firms are more likely to train their some job-match rent that is shared between the current
workers. There is some evidence that workers on partemployer and the worker through bargaining. Employers
time jobs are less likely to be trained, as argued inmay have an incentive to pay workers more than their
Chapter 1, and the same applies to workers on temporamparginal productivity when they first hire them — to
contracts [Arulampalam and Booth (1998 increase their work effort or to reduce their quit probabil-

e ity, as in efficiency-wage models — and to train them later
. Absent good rate of r_etL_Jrn _data, It IS _d|ff_|cu_|t 0 on to increase their productivity up to the level of the
judge whether the uneven d|s_tr|but|on_o_f training |nd|cate§Nage or above. Minimum wages may result in more train-
a market failure in the allocation of training. Clearly, how- ing of workers whose productivity is initially below the

ever, there are equity concerns. For example, training by 2 o jevel. Trade unions may compress the structure of
firms appears to reinforce patterns of poorer labour mar\'/vages by making employers pay higher wages to
ket performance of the less-educated. The empirical eViI'ess-skiIIed workera

dence indicates that firm training and formal schooling

complement each other. Not only do firms invest more in  This theory has not yet gone through much empiri-

training their better educated workers, but they also mag@l testing [Acemoglu and Pischke (1998, 1999)]. How-

spend more resources in the screening and hiring o3ver it can better account for the key finding that firms

workers that they expect to train later on [De Grip andPay for a substantial share of general training. The theory

Hoevenberg (1996); Burdett and Cunningham (1998)]. also suggest that international differences in labour mar-
ket institutions and practices, such as wage setting and

In sum, the predictions of a positive impact of train- |apour turnover patterns, may have an important influence

ing on workers” earnings and productivity are generallygn the extent to which the private market provides an opti-
confirmed by the empirical literature while other impor- 14 level and distribution of training.

tant predictions of the standard model do not find much
empirical support.

Alternative theories have recently been formulated
that may better explain the evidence [see, for example,
articles in Booth and Snower (1996)]. Most recently,
Acemoglu and Pischke (1998, 1999) have put forward EN
different model of firm-provided training. They argue that
non-competitive labour markets often compress the struc-  Several recent initiatives have collected “harmo-
ture of wages and this provides an incentive for firms tonised” data on the continuing training of the adult work-
invest in general training. The authors argue that employforce. The OECD has co-ordinated two of these efforts,

Sources and definitions

1. The literature does indeed generally find that, in the presence of trade unions, more training is providecde{@rg@999); Kennedyet al.
(1994)].



Training of Adult Workers in OECD Countries: Measurement and Analy$B9—

while two others have been co-ordinated by EUROSTATtinguish between initial and continuing vocational train-
In all four cases, national statistical offices collected theing, so that the former can be explicitly omitted from the
underlying survey data, which was then reported in araining estimates. This information is not available in the
common format. Although the intent is to assemble inter-other two surveys and some initial vocational training
nationally comparable data on training, the four initiativesundoubtedly contaminates these data, although the
differ in the extent to which the survey questionnaire andadoption of a minimum age threshold of 25 years reduces
data collection process were harmonised among the pathis problem.

ticipating countries. They also differ in terms of the pre-
cise definitions of training activity, the population
sampled and the countries and years for which data we
collected.

More subtle differences occur in the precise phrases
IJésed to characterise training activities. For example, the
surveys included in the OECD/INES typically ask about
participation in training “courses” or “programmes,”

Table 3.1 describes some of the basic characteristiGghile the IALS question also refers to “on-the-job train-
of these four sources of training statistics: thejng.” The latter formulation may result in greater report-
International Adult Literacy Survey (IALS); the jng of less structured forms of training — such as coaching
European Labour Force Survey (ELFS); the OECD/INESyrovided by more experienced colleagues — and, hence,
(Indicators of Education Systems); and EUROSTAT Sregylt in higher estimates of training. The ELFS is proba-
Continuing Vocational Training Survey (CVT8)Two  ply intermediate between those in the IALS and
characteristics are especially salient for making internaoECD/INES in the amount of informal training reported,
tional Compal‘isons. The first is differences in the degre%ince the survey question asks about any “Schoonng and
of cross-country harmonisation that has been achievegraining received in the last four weeks”. Employers in the
The second is differences in the way in which training iscyTs, with its focus on structured training programmes,
defined and measured in the surveys. probably report little or no informal training. These effects

The IALS comes the closest to the ideal of fully har- could be quite large since prior research indicates that par-
monised data collection. A common questionnaire andicipation in informal training activities is at least as wide-
survey interview protocol were used in all countries,SPread as participation in formal training [Fraesal.
although there was some discretion concerning the use 1998); OECD (1991)]. There is some evidence, how-
certain supplementary questions. The two EUROSTATeVer, that formal and informal training are positively cor-
surveys are intermediate in terms of harmonisation. Statig€lated [Loewenstein and Spletzer (1994)]. Such an
tical authorities in EU member States make considerabl@ssociation suggests thatativelevels of training for dif-
efforts to comply with common guidelines for question- ferent groups or countries might not be as greatly affected
naire content and data collection, yet considerable varidly cross-survey differences in the extent to which infor-
tion remains in both domains — particularly in the ELFS.Mal training is recorded, as aasolutelevels. The cross-
Finally, the OECD/INES data appear to be the least harsurvey indices of training developed below combine
monised overall. Under this programme, participatingexclusively relative measures from the underlying surveys.

countries report data estimates from pre-existing national  1.<a four sources also differ with respect to how

surveys f[hat match, as closely as possible, a common S|'*3htuch employer involvement is required for a training epi-
of definitions. sode to be reported. Data from the IALS confirm that
All four surveys provide measures of the level of international comparisons of training participation can be
continuing vocational training among the adult workforce.affected by these nhoncomparabilities, although the effect
However, there are important differences in how the trainmay be relatively minor. For the 25-54 age group, most
ing questions are phraséd/ost mechanically, the ELFS education and training activities reported by employed
asks about training over the prior 4 weeks, whereas theespondents are characterised by them as being career or
other three surveys use a 12-month reference period. fob-related, and most of this job-related training received
second difference is that the CVTS poses the traininglirect employer support (Chart 3.1). The comparison
guestions to employers and not workers. There are likelypetween all job-related training and employer-supported,
to be systematic differences in how these two groupgob-related training is most critical for assessing the com-
report training activities. A third difference is that parability of the four harmonised surveys, since the CVTS
respondents in the ELFS and the CVTS are asked to dignly records employer-supported training while the

2. For detailed documentation of these four surveys see, respectively, OECD and Statistics Canada (1995), EUROSTAT (1996), C§@DBd1997
EUROSTAT (1997).
3. See Phelps and Stowe (1998) and OECD (b9299&) for fuller discussions of this issue.
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Table 3.1. Overview of surveys providing harmonised training statistics
Title and year Countries covered Nature of survey, including deg_ree Definitions of trair)ing participation Reffsrence Comments
of harmonisation and sample size and volume used in this chapter period
The International Adult Australia, Belgium (Flanders), Household survey using Participation: Took one or more 12 months Initial training question is very

Literacy Survey (IALS),
1994-1995

European Labour Force Austria, Belgium, Denmark,
Survey data from

EUROSTAT (ELFS),
1997 Luxembourg, Netherlands,

The OECD/INES®
(Indicators of
Education Systems)
data on continuing
training, 1991-96

The EUROSTAT's
Continuing Vocational
Training Survey (CVTS), Luxembourg, Netherlands,

Canada, Germany, Ireland,
Netherlands, New Zealand,
Poland, Sweden, Switzerland,

a common questionnaire.
Relatively small sample
sizes (e.g. 3 045 individuals

education and training courses for
“career or job-related purposes”.
Volume: Total hours for the three

broad and may capture quite
informal learning activities not
captured by the other three

United Kingdom, United States.2 for the United States). most recent courses.? harmonised surveys. The IALS
also provides unique data on

workers’ literacy skills.

Household survey (national labour Participation: Received education 4 weeks®
Finland, France, Germany, Greece, force surveys that have been and training for a reason other

Hungary, Iceland, Ireland, Italy, adapted to some extent to the than secondary education

EUROSTAT standard, but differ or initial vocational training.

somewhat in the questions Volume: Total hours.

posed). Data are mapped into

a common file structure and

the sample sizes are large.

Annual data on training
participation are available
for the period 1988-1997 for
twelve of the countries.
Norway, Portugal, Spain,
Sweden, United Kingdom.

Australia, Canada, Finland, France, Household surveys, typically Participation: Took one or more
Germany, Norway, Sweden, national labour force surveys or  training courses that the
Switzerland, United States. special surveys of adult education interviewed person identified

and training. ® Data mapped into  as job or career-related.

a common file structure. Large Volume: Total hours.

sample sizes.

12 months OECD/INES training statistics are
not available for the age group
emphasised in this chapter
(25 to 54 years). Training patterns
are analysed, instead, for workers
aged 25 to 64 years. Only very
limited data are available for
France and Norway.

Belgium, Denmark, France,
Germany, Greece, Ireland, Italy,

Employer survey of enterprises
with 10 or more employees
in the European Union. Survey

Participation: Percentage
of workforce receiving
employer-sponsored vocational

12 months The CVTS excludes enterprises
with fewer than 10 employers
or in NACE Rev 1 sectors A and B

1994 Portugal, Spain, United Kingdom. is based on common training, including internal and (agriculture, forestry, fishing),
specifications with large sample  external courses and structured L, M and N (public
sizes (50 000 enterprises in total). on-the-job learning, but excluding administration, health and
initital vocational training. education), P (household
Volume: Hours and costs for domestic staff) and Q (extra-
courses. territorial).
a) |ALS data have been collected for 12 additional countries, but are not yet available for analysis.
b) The IALS for Sweden provides no usable data for the hours of training nor for the question whether the main purpose of training was career and job-related. Training rates for Sweden are calculated,
instead, in terms of participation in training that received at least some employer financial support.
¢) The reference period for France in the ELFS is current (i.e. date of survey interview) training activities.
d) The OECD/INES data used here only include those countries reporting training activity over a 12-month period. This database also includes a number of countries reporting training over a 4-week period,

e)

but they are essentially the same labour force survey data reported under ELFS and, hence, are not included here.
The OECD/INES for France consists of administrative data (DARES — ministere de I'Emploi et de la Solidarité).
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Chart 3.1. Alternative definitions of the participation rate in training a
Percentage of dependent employees aged 25 to 54 years

[ Any training Career or job-related training
Career or job-related training with some indication of direct employer support®
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a) Countries are ranked in descending order of the percentage of training for career or job-related purposes.

b) Worker reports that main purpose of the training was career or job-related and that the employer either directly provided the training or provided one or
more of the following: financial support, the training site (including on-the-job) or the suggestion to take the training (including provisions in collectively
bargained agreements).

Source: International Adult Literacy Survey, 1994-1995.

household surveys should also record job-related traininthe smallest enterprises biases upward the training
not supported by the employer. The IALS data suggesparticipation rates calculated using CVTS data, since training
that the resulting difference in the range of training activi-rates rise with enterprise size over the observed range
ties that are reported is fairly small in most countries.[EUROSTAT (1997)].

Although the magnitude of cross-country differences in

training participation rates varies, depending on whetheB.  The level of training

comparisons are made for all job-related training or only ) .
the subset supported by employers, the only significant Does a Iarger share pf the workfor_ce receive training
change in country rankings is that Germany moves fronjll SOMe countries than in others? Since the boundary
approximate parity with Belgium and Poland to beingbetween training and the learning that accompanies work

somewhat lower — apparently because German employegg(perience is so difficult to dr_aw in practice, it should not
provide financial support for an unusually low share ofP€ expected that very precise statements can be made

continuingformal vocational training, in marked contrast 200Ut how much higher training is in one country than
to their investment ifinitial training [OECD (1995)]. another. Nonetheless, it should be possible to rank coun-

tries in terms of training intensities based on the evidence

The population sampled also differs between Some of o, the harmonised surveys. This section constructs such
the four surveys. Dependent and salaried employees betwepéh ;

the ages of 25 and 54 years, which are the target population kings.
of most of the following analysis, can be exactly identified
only in the IALS and the ELFS. The OECD/INES training
statistics are for the age range 25 and 64 years, while the  Training participation rates are shown in Table 3.2.
CVTS data cover employees of all ages in the surveyetlooking first at the unweighted column means (calculated
enterprises. The CVTS sample also excludes workers iaver all countries for which data are available), the aver-
enterprises with fewer than ten employees and all workers iage participation rates in the IALS and the OECD/INES
certain sectors (see Table 3.1). The exclusion of workers ifboth 37 per cent) are much higher than that for the ELFS

Participation rates

OECD
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Table 3.2. Participation rate in career or job-related training
Employees aged 25 to 54 years in the 1990s

Cross-survey index
IALS ELFS OECD/INES CVTS of participation rate
(average = 0)
Participation Rank Participation Rank Participation Rank Participation Rank Mean Rank
rate (%) rate (%) rate (%) rate (%)
(€} ) (©)] 4 () (6) M (®) 9 (10)
European Union
Austria . . 7.9 8 . . . . -0.1 13
Belgium¢ 19.8 11 34 13 .. . 25 6 -0.7 17
Denmark . . 18.4 1 . . 33 4 11 4
Finland . . 18.0 3 45.0 1 15 1
France ? .. . 1.9 n.a. 40.2 3 37 3 0.9 5
Germany 20.0 10 4.2 10 33.3 8 24 8 -0.7 16
Greece . . 0.7 17 . . 13 11 -1.3 24
Ireland 24.6 9 6.6 9 . . 43 1 0.1 11
Italy . . 3.8 12 . . 15 10 -0.9 21
Luxembourg . . 25 16 . . 25 6 -0.6 15
Netherlands 34.8 7 14.9 4 . . 26 5 0.3 9
Portugal . . 3.2 14 . . 13 11 -1.1 22
Spain . . 31 15 . . 20 9 -0.7 19
Sweden 55.5 2 18.3 2 41.6 2 . . 1.2 2
United Kingdom 58.0 1 14.2 5 39 2 1.2 3
North America
Canada 37.7 6 . " 28.4 9 . " -0.8 20
United States 48.8 4 . " 335 7 . " 0.1 12
Pacific area
Australia 44.6 5 . " 38.1 4 . " 0.4 8
New Zealand 49.1 3 . . .. . . . 0.8 6
Other OECD countries
Hungary . . 4.2 11 . . . . -0.7 18
Iceland . . 14.0 6 . . . . 0.8 7
Norway .. . 11.7 7 37.0 5 . . 0.2 10
Poland 19.0 12 . . . . . . -1.3 23
Switzerland € 33.0 8 . " 35.0 6 . . -0.3 14
Switzerland (French) 29.2 n.a. . " . . . . -0.6 n.a.
Switzerland (German) 34.2 n.a. . " . . . . -0.2 n.a.
Unweighted mean 371 n.a. 8.8 n.a. 36.9 n.a. 26.1 n.a. 0.0 n.a.
Standard deviation 14.2 n.a. 6.3 n.a. 5.0 n.a. 10.1 n.a. 0.9 n.a.

.. Data not available.

n.a.. Not applicable.

a) Figures in italics are not used in the calculations of the cross-country statistics in Columns 3 and 4 or the cross-survey index in Column 9.

b) The national estimates of training participation rates in Columns 1, 3, 5 and 7 were standardised to have a zero mean and unit variance. Column 9 reports
the unweighted means of these standardised values which are calculated using all surveys for which estimates are available for that country.

¢) The IALS data for Belgium only cover Flanders.

d) The ELFS data for France measure only current training activity and are not fully comparable to those reported for the other countries. Accordingly, the
French value is not used in the calculations of the cross-country statistics in Columns 3 and 4 or the cross-survey index in Column 9.

e) IALS values for Switzerland are a weighted average of the values for the French and German-speaking populations.

Source: See Table 3.1.

(9 per cent). This is in line with expectations since theative outside of work or less formal activities at the work
four-week reference period used by the latter will misssite. These data confirm that differences in survey design
many of the episodes of training occurring during the pre-are likely to lead to significantly different estimates of the
vious twelve months. The average participation rate fromabsolute level of training.

the CVTS (26 per cent) is somewhat lower than the rates  gach of the surveys indicates considerable cross-
for the IALS and OECD/INES, consistent with employers country differences. This variation suggests that training
not reporting some vocational training activities reporteobattems differ significantly between countries, especially
by workers, such as training undertaken on their own initi-gince it is quite pronounced for the two most harmonised
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surveys, the IALS and the CVTS (standard deviations ofOECD (1990)]. These considerations suggest that it is
14 and 10 percentage points, respectively). best to utilise both participation and volume measures to

Simple inspection of Table 3.2 reveals that there ig92uge the level of training, rather that relying solely on

considerable consistency across the surveys concerniffj€ Or the other, since they have different strengths and

international differences in participation rates. Denmark Veaknesses.

Finland, Sweden and the United Kingdom consistently The primary measure of trainingplumeexamined
show above-average training participation, while Greecepere is hours of training averaged over all workers,
Italy, Portugal and Spain have below-average rates of pafyhether they received any training or not. The four
ticipation. However, Ireland illustrates a more mixed pat-sources of harmonised training statistics yield quite differ-
tern, with below-average participation in the IALS and ent estimates of the average hours of training (Table 3.3).
ELFS, but the highest rate in the CVTS. Despite a fewThe major difference is the much lower level reported in
such anomalies, it appears that most of these countries c@fe CVTS, which probably can be explained by the fact
be characterised, with some confidence, as being low, ne@hat the CVTS only reports hours spent in employer-
average or high in the OECD hierarchy of training ratesprovided “courses,” which is narrower than the range of
In this spirit, column 9 of Table 3.2 combines the informa-training activities covered by the other three surveys. Sim-
tion from the four surveys to calculate a summary index ofjjarly, the use of a shorter reference period accounts for
relative participatiorf. The resulting cross-survey index |ower average hours in the ELFS than in the other two
suggests that training participation tends to be high in th@ousehold surveyslt is unclear, however, why training
Nordic countries and the United Kingdom and low in yolume in the IALS is so much higher than in OECD/
southern Europe. The cross-survey index also suggesfRES (42 versus 28 hours per worker). This difference

that international differences in participation are quitemay reflect a greater tendency of the IALS to capture
large, since it ranges from 1.5 standard deviations abovi|atively unstructured training.

the mean to 1.3 standard deviations betow. ) o )
All four surveys confirm that training volume differs

between countries, but this variation ranges from quite
modest in the CVTS to quite high in the IALS (standard
A simple “head count,” such as a participation rate,deviations of 4 and 18 hours, respectively). As has been
provides an incomplete measure of the level of trainingpreviously noted [OECD (199§], some of the cross-
Training is a form of economic investment. This sug-country differences in training hours measured in the
gests that a continuous measure of the resources investBt FS appear to reflect either incompatible definitions or
in training would be more informative than a simple, large measurement errors. In particular, the figure of
yes/no measure of whether any investment was madé.50 hours for the Netherlands is implausibly high.
While from a theoretical standpoint a measure of train-Consistent with measurement error being greater for train-
ing volume is desirable, in practice it is difficult to ing volume than for participation rates, international
gather accurate information of this type. Neither workerscomparisons of volume are less consistent across the four
nor their employers routinely track the magnitudes ofsurveys. Greece provides the most extreme example of
training investments and their attempts to estimate themross-survey inconsistency, being rated very low in the
in a survey interview are likely to be quite inaccurateELFS (15th out of 16 countries) but having the second

The volume of training

4. In order to average a country’s ranking across all of the sources for which data are available, it is first necessary to convert the four sets of partic

pation rates into comparable units. (Recall that differences in questionnaire design, such as different reference periods ainsainttharels

are not comparable across the four sources.) For this purpose, each participation rate was “standardised” into a mean deviation in standard devi:
tion units. For example, the training participation rate for Belgium from the IALS (19.8 per cent) is approximately 1.2 standard deviations below
the cross-country mean value (37.1 per cent) and its standardised value is calculated as (19.8-37.1)/14.2 or —1.23. The cross-survey index is simp
the unweighted mean of these standardised participation rates, where the average for each country is calculated across only the surveys in which
participated. The index has a mean value of zero by construction and is more reliable for the countries participating in a greater number of the
surveys.

The ELFS provides some limited information concerning whether these training rates have changed over time. Between 1988 and 1997, training
participation rose in seven of the twelve European countries for which data are available, while it fell in two and was approximately unchanged in
the remaining three. While there is some overall support for a rising trend in training participation rates across EU countries, there is no evident
trend toward a convergence of national rates.

The use of a 4-week — rather than 12-month — reference period in the ELFS underestimates training volume less strongly than participation for two
reasons. First, thill length of any training courses that were on-going during the reference period is recorded. Second, a short reference period
disproportionately “captures” long training episodes (a statistical phenomenon known as “length bias”).

Two factors heightening the implausibility of these data arenbdutch trainees are recorded as training for fewer than 20 hours per week and
most of this training is attributable to a residual, “other purposes” category, rather than to “continuous vocational training” or “changihg career
As a result, the ELFS data for the Netherlands are not used in any of the analysis of international differences in training volume.
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Table 3.3. Volume of career or job-related training
Average hours of training per employee aged 25 to 54 years in the 1990s

Cross-survey index
IALS ELFS OECD/INES CVTS of volume
(average = 0)°
Volume Rank Volume Rank Volume Rank Volume Rank Mean Rank
1) 2 (©)] 4) ) (6) M ®) ©) (10)
European Union
Austria . . 19.8 6 . . . . 0.3 9
Belgium¢ 17.3 10 8.4 12 . . 10.2 8 -0.9 20
Denmark . . 34.9 1 . . 12.9 5 0.9 4
Finland . . 31.8 2 18.8 6 . . 0.3 8
Franced . .. 6.4 n.a. . .. 20.1 1 1.8 1
Germany 40.5 8 31.6 3 34.9 2 8.2 11 0.2 10
Greece . . 41 15 .. . 18.0 2 0.0 11
Ireland 45.6 6 14.8 9 . . 10.9 7 -0.1 14
Italy .. . 8.0 13 . . 6.1 12 -1.2 23
Luxembourg .. . 34 16 .. . 10.0 10 -1.0 21
Netherlands @ 51.0 4 151.6 n.a. . . 17.2 3 0.8 5
Portugal . . 30.5 4 . . 11.0 6 0.5 7
Spain . . 16.2 7 . . 10.0 9 -0.3 16
Sweden . . 116 11 20.2 5 . . -0.6 18
United Kingdom 52.1 3 216 5 . . 15.8 4 0.6 6
North America
Canada 41.1 7 . . 21.9 3 . . -0.3 15
United States 46.6 5 . . 21.9 4 . . -0.1 12
Pacific area
Australia 61.3 2 . . 48.9 1 . . 14 3
New Zealand 69.0 1 . . . . . . 15 2
Other OECD countries
Hungary .. . 135 10 . . . . -0.4 17
Iceland . . 15.8 8 . . . . -0.1 13
Norway .. . 7.8 14 .. . . . -0.9 19
Poland 20.7 9 . . . . . . -1.1 22
Switzerland 11.3 11 . . . .. . . -1.7 24
Switzerland (French) 8.2 n.a. . . . . . . -1.8 n.a.
Switzerland (German) 124 n.a. . . .. . . . -1.6 n.a.
Unweighted mean 41.5 n.a. 17.1 n.a. 27.8 n.a. 12.5 n.a. 0.0 n.a.
Standard deviation 18.2 n.a. 10.3 n.a. 11.9 n.a. 4.3 n.a. 0.9 n.a.

.. Data not available.

n.a.. Not applicable.

a) Figures in italics are not used in the calculations of the cross-country statistics in Columns 3 and 4 or the cross-survey index in Column 9.

b) The national estimates of training volume in Columns 1, 3, 5 and 7 were standardised to have a zero mean and unit variance. Column 9 reports the
unweighted means of these standardised values which are calculated using all surveys for which estimates are available for that country.

¢) The IALS data for Belgium only cover Flanders.

d) The ELFS data for France measure only current training activity and are not fully comparable to those reported for the other countries. Accordingly, the
French value is not used in the calculations of the cross-country statistics in Columns 3 and 4 or the cross-survey index in Column 9.

e) The ELFS data for the Netherlands are not used in the calculations of the cross-country statistics in Columns 3 and 4 or the cross-survey index in Column 9,
because they appear to be non-comparable (see text).

f)  1ALS values for Switzerland are a weighted average of the values for the French and German-speaking populations.

Source: See Table 3.1.

highest volume in the CVTS. Nonetheless, stable pattern®bustness of international differences. Although its valid-
also emerge: Australia and the Netherlands being consisity appears more open to doubt, column 9 of Table 3.3
ently above average; Germany and Portugal consistentigresents a cross-survey index of training volume, analo-
near the average value; and Belgium and Italy consistentlgous to that previously constructed for participation.
below average. That relatively few countries have voluméustralia, France, the Netherlands and New Zealand have
data for multiple surveys also makes it somewhat difficultthe highest values while Belgium, Italy, Poland and
to come to an overall assessment of the cross-surveSwitzerland have the lowest.
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Chart 3.2. Cross-survey indices of the relative level of training:
participation rates versus volume @

[ Participation rate Volume

Finland |
Sweden ]
United Kingdom ]
Denmark
France I
New Zealand E——
Iceland I
Australia —
Netherlands —
Norway —
Ireland ]
United States =

Austria -
Switzerland —
Luxembourg —
Germany I
Belgium —
Hungary —
Spain —
Canada ——
ltaly ——
Portugal S
Poland .
Greece .

-2 -1 1 2

o

Cross-survey index of training (average = 0)

a) Column 9 of Tables 3.2 and 3.3 respectively.
Source: See Table 3.1.

Another question related to the consistency of interprovides a little training for many workers is emphasising
national comparisons of training levels is whether the trainthe extensive margin and will tend to score higher on the
ing participation and volume measures produce similaparticipation index than on the volume index. These data
country rankings. Chart 3.2 juxtaposes the cross-surveguggest that this pattern may characterise the Nordic
indices of participation and volume. These two measuresountries, Switzerland and the United Kingdom. By con-
provide somewhat different assessments of which countrigsast, there is evidence that countries such as Australia,
invest most in continuing training. The second highest rateéfrance, Germany, Greece, the Netherlands, New Zealand
country, in terms of participation, is below average on train-and Portugal emphasise the intensive margin, providing
ing volume (Sweden), while the lowest participation coun-elatively intensive training to the average, or even below-
try has average training volume (Greece). However, there iaverage, share of workers who receive any training. It is
some positive association between the two measures for tis¢riking that several of the countries that appear to empha-
larger number of countries in the middle ranges of the twasise the intensive margin also have (or recently had) a
distributions, resulting in an overall correlation of 0.50. training levy: Australia, France and New Zealdhthis

pattern may reflect the tendency of a training levy to

The absence of a closer association between a cougncourage a mix of training that favours easily docu-
try’s relative positions in training participation and vol- mented forms of spending, such as employer-sponsored
ume could reflect a trade-off between the extensive angourses, which are heavily weighted by the volume mea-
intensive margins of training investments. A country thatsures in these surveys.

8. The Australian data are for 1995, the year that the training levy was abolished.
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The mggnitude of.this trade-off can be rough'ly. esti- Chart 3.3. Employers’ training costs ~ ———
mated. If trainees received the same hours of training on as a share of total labour costs, 1994 @
average, independent of the participation rate, then the
correlation between participation and volume should be
1.0 in the absence of measurement error. This correlation % %

is 0.50 for the cross-survey indices, but the 0.66 value for 30 30
the IALS data alone is a better indication of the extent to
which training intensity tends to fall as participation rises, - 25

since it is less affected by measurement problems. The

IALS correlation implies that a 10 per cent increase in the

training participation rate is associated with approxi- 4 20
mately a 3 per cent fall in hours per trainee.

The CVTS provides an alternative measure of train-
ing volume, namely, employers’ costs for training courses
as a share of total labour costs (Chart 3.3). By this meas- Unweighted mean
ure, Portuguese and Italian employers rank last, spending 0

less than one per cent of total labour costs on training,
while United Kingdom employers invest most, at
2.7 per cent. Overall, this measure of volume accords I I

15 15

o

5

3

guite closely with the earlier analysis of participation

rates, but less closely with the hours measures of training

volume. In particular, the southern European countries 0

with relatively low participation rated.€. Greece, Italy, 02 00 o
(\Q‘S ?‘a B

Portugal and Spain) also have the lowest cost shares. eé*‘ NG

among the EU Member states, while the two countries™®

with the highest participation rates (the United Kingdom a) Employers’ spending on formal training courses. Countries are ranked

and France) also rate highest in employer spending. Sou e ding Ore. e 004

q\“ ((\a‘ 0\;\ a(\‘)eeo Q@“\,@\ﬂ \)Q;a

Correlation analysis . . . -
y workers being trained and the duration of training

Table 3.4 presents a more formal analysis of thereceived or substantial measurement error in the hours
robustness of cross-country differences in the level ofneasure. This correlation is actually negative in the
training. Cross-country rank correlations were calculatedECD/INES, a pattern which suggests serious measure-
between the various measures of training participation anthent error, since it is difficult to believe that increases in
volume. These correlations provide a quantification of thehe share of workers being trained are associated with
degree of consonance across three types of comparisorggeater than proportional decreases in the average dura-
between different measures of the level of training usindion of training. For the CVTS, the correlations between
the same surveye(g.the 0.79 correlation between the training costs and both the participation and hours meas-
IALS measures of training participation and hours);ures are strongly positive, at 0.89 and 0.51, indicating a
between different surveys using the same measure dfigh degree of agreement.
training (e.g.the 0.83 correlation between the IALS and
ELFS measures of participation); and using dlfferentfrom 0.60 to 0.83, indicating a quite high consistency in
measures and different surveysg the 0.30 correlation ranking countries by this dimension of training. This sug-
between the IALS participation and the ELFS hours meas; ests that it is possible to make qualitatively valid com-
ures). Note that the CroSs-survey correlatlons_ are (_th eaarisons of training participation rates and the cross-
calculated for relatively small numbers of countries, sinc

survey index of participation introduced eatrlier is used for
they can only be calculated over countries for which bOth[hIS purpose latter in this section
estimates are available. '

The cross-survey correlations for participation range

The participation and hours measures are positivelys  The distribution of training
correlated in the IALS, ELFS and CVTS. However, these
correlations are substantially smaller that 1.0, suggesting  Earnings levels and employment security are
either a cross-country trade-off between the number oincreasingly tied to a worker’s skills [OECD (199. If
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Table 3.4. Spearman rank correlations of national measures
of the level of career or job-related training across different data sources
Employees aged 25-54 years in the 1990s

Measures . . . o Comparing Comparing
compared Comparing the IALS with: Comparing the ELFS with: the OECD/INES with: the CVTS with:
First  Second IALS ELFS  OECD/INES  CVTS ELFS OECD/NES CVTS |OECD/INES  CVTS cVTS
survey  survey

T% T% 1.00** 0.83** 0.60 0.60 1.00** 0.80 0.72** 1.00** . 1.00**
Hrs Hrs 1.00** 0.40 0.20 0.80 1.00** -0.50 0.18 1.00** . 1.00**
T% Hrs 0.79** 0.30 -0.70 0.80 0.51** -0.50 0.21 -0.60 . 0.31
Hrs T% 0.79** 0.90** 0.30 0.60 0.51** 0.40 0.20 -0.60 . 0.31
T% C% .. .. .. 0.90** .. .. 0.58* .. .. 0.89**
Hrs C% .. .. .. 0.90** .. .. 0.01 .. .. 0.51*

Data not available.

*  Significant at the 10% level

** Significant at the 5% level.

a) T% denotes the percentage of workers participating in training, Hrs the average hours of training per employee and C% training costs as a percentage
of total labour costs.

Source: See Table 3.1.

certain groups receive little training, this could signifi- surveys. Averaging these gender ratios over all of the
cantly restrict their labour market opportunities and resulcountries covered by a given survey always results in a
in greater economic inequality. An uneven distribution ofmean ratio relatively close to 1.0 (the values range from
training may also lower economic efficiency. There is0.91 for the CVTS to 1.12 for the ELFS), suggesting that
some evidence (see Chapter 4) that recent trends in tectvomen and men participate in training to a roughly
nology and work organisation have increased the imporeomparable extent. The moderately lower CVTS estimate
tance of broad and continuing participation of a firm’s suggests, however, that women participate somewhat less
workforce in training. Despite these equity and efficiencythan men when attention is restricted to employer-
concerns, little is known about whether there are signifiprovided training courses. Consistent with this interpreta-
cant international differences in the distribution of train-tion, the IALS data indicate that women less often receive
ing. This section uses the four sources of harmoniseéinancial support from their employers for job-related
training data to assess international differences in trainingraining than do men [Loewenstein and Spletzer (1994);
participation rates across workers grouped by gender, age’Connell (1998)]. It was argued earlier that the IALS
and educatiof Qualitatively similar results were obtained training measures may tend to pick up more of the rela-
when this analysis was repeated for hours of training, butively unstructured forms of training than measures from the
those results are not reported in detail, due to the loweother two household surveys. The average relative training

quality of the underlying data. rate for women is lower in the IALS than in the ELFS, con-
sistent with men having greater access to informal training.
Gender distribution of training There is significant cross-country variation in the

gender ratios for each of the surveys. For example, the rel-
o S
ative participation of women ranges from 0.75 (the

\L,JVOVU;?S t\;\g::;l ?;etrTelTasz::nrsgrrli:Ptr%?r!li(fj{ngoonalslzlrr([jBﬁgSNetherlands) to 1.32 (Ireland) in the IALS. By casual
P P inspection, there appears to be moderate cross-survey

and Ka.h'? (1996)] sugggsts that equgl access to e.ducat'%gnsistency in the share of training received by women in
and training is of some importance in meeting this goal,

5 ; : . a specific country and how it compares to the international
Overall efficiency is also likely to suffer if a large segment P y P

of the labour force. such as women. have inade uataverage. For example, the gender ratio in Ireland is always
- ! ' q 8reater than 1.0 and frequently among the higher values.
access to training.

Similarly, the Netherlands values are consistently below
Table 3.5 presents ratios of the training participationl.0 for participation. However, there are also examples of
rate for women to that for men, for the four harmonisedrather striking inconsistencies. The IALS participation

Equalising the labour market opportunities o

9. CVTS data are used only for analysing gender differences in participation rates, because it lacks data on training rates by age and education.

OECD
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Table 3.5. Differences in career or job-related training by gender
Ratios of the participation rates for women to those for men

IALS ELFS OECD/INES CVTS Unweighted Rk
Ratio Rank Ratio Rank Ratio Rank Ratio Rank mean ratio
(€3] 2 (©)) 4 5 (6) (M (®) © (10)
European Union
Austria . . 0.97 14 . . . . 0.97 17
Belgiumb 0.83 11 0.93 16 . . 1.12 1 0.96 18
Denmark . . 1.29 3 . . 1.06 3 1.18 2
Finland .. .. 1.28 4 0.99 4 .. .. 1.14 5
France . . 1.13 8 . . 0.85 9 0.99 15
Germany 1.15 2 0.96 15 0.87 6 0.63 12 0.90 21
Greece . . 1.21 5 . . 1.00 5 1.10 6
Ireland 1.32 1 1.12 9 . . 1.05 4 1.16 3
Italy . . 1.46 2 . . 0.69 11 1.07 9
Luxembourg . . 0.85 18 . . 1.08 2 0.97 16
Netherlands 0.75 12 0.93 17 . . 0.89 7 0.85 24
Portugal . . 1.03 11 . .. 0.73 10 0.88 22
Spain . . 1.58 1 . . 0.86 8 1.22 1
Sweden 1.09 3 1.04 10 1.13 2 . . 1.08 7
United Kingdom 1.00 6 1.16 6 . . 0.93 6 1.03 12
North America
Canada 0.94 7 . . 111 3 1.02 13
United States 1.00 5 . . 1.16 1 1.08 8
Pacific area
Australia 0.91 10 . . 0.98 5 . . 0.95 19
New Zealand 1.05 4 . . . . . . 1.05 10
Other OECD countries
Hungary . . 1.15 7 . .. . .. 1.15 4
Iceland . . 1.03 12 . . . . 1.03 11
Norway . . 1.00 13 . . . . 1.00 14
Poland 0.92 9 . . . . . . 0.92 20
Switzerland ¢ 0.93 8 . . 0.81 7 . . 0.87 23
Switzerland (French) 0.79 n.a. . . . . . . 0.79 n.a.
Switzerland (German) 0.98 n.a. . " . . . . 0.98 n.a.
Unweighted mean 0.99 n.a. 1.12 n.a. 1.01 n.a. 0.91 n.a. 1.02 n.a.
Standard deviation 0.15 n.a. 0.19 n.a. 0.13 n.a. 0.16 n.a. 0.10 n.a.

Data not available.
n.a.. Not applicable.
a) Mean calculated using all surveys for which estimates are available for that country.
b) The IALS data for Belgium only cover Flanders.
¢) IALS values for Switzerland are a weighted average of the values for the French and German-speaking populations.
Source: See Table 3.1.
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data for Germany indicate women participating at There is considerable cross-country variation in the
1.15 times the rate of men (substantially above the averagege concentration of training. For example, the age ratio
level for the 12 countries with these data), but at only 0.96¢alculated from IALS data on participation ranges from

0.87 and 0.63 times the rate of men in the other three survey8.93 for Sweden to 1.96 in Cana#faThis variation sug-

gests that countries differ significantly in the extent to

When the robustness of the international comparisonghich their training practices realise the goal of “life-long
of these gender ratios is assessed using correlatiolg,ing”.

between the various measures (Table 3.8, Panel A), the pic- i ,

ture remains rather mixed. There is considerable consis- | €reé appears to be considerable consistency across
tency between the participation measures from the IALShe three data sources and two measures in terms of which
ELFS and OECD/INES. However. the estimates of gen(jegountrles provide older workers with the greatest relative

differences in training based on the CVTS participationACcess to training. Most of the Nordic countries (with Fin-
rates (or hours data from any of the surveys) provide land as a notable exception) and the United States have

rather disparate picture of cross-country differences. consistently among the lowest age ratios, indicating no or
only a weak tendency to concentrate training on younger

workers. By contrast, the ratio tends to be well above
Age distribution of training average in France, Luxembourg and most southern Euro-
) i ) pean countries, indicating a steep fall off in training with
The logic of human capital theory, as well as simpleage Correlations between these measures of age differ-
obse.rvation of life courses, suggest that skill ir?vestment\g‘nces in training (Table 3.8, Panel B) indicate a quite high
are likely to be concentrated in the early portions of anyegree of cross-survey consistency, especially for the par-
individual’s life and career. While basic schooling and i”i'ticipation measures of training. Overall, it appears that a

tial vocational training are everywhere concentrated in the,,mper of reasonably robust comparisons can be made
pre- or early-career years, there may be considerable varkyncerning international differences in the age distribu-
ation in the extent to which workers continue to receive;gp of training.

training in the middle and later portions of their working

lives. Too _rapid a “tailing off” of training with age could Education, literacy and the distribution of training

lead to skill obsolescence and create severe employment

difficulties for some older workers, while also reducing Extensive initial schooling might be complementary

the adaptive capacity of the economy as the workforceavith subsequent participation in continuing training, if the

ages in coming decades [OECD (12948 knowledge base and learning skills acquired in school
facilitate the later acquisition of more specific vocational

~ Table 3.6 compares training participation for rela- gyjis through training. Alternatively, schooling and initial
tively young workers ite. ages 25-29 years) to that for \ocational preparation could be substitutes. Since the

older workers (€. ages 50-54 years). The greater the,yera|| efficiency of the skill development system

value of the age ratio, the more strongly continuing trainyeqyires that continuing training mesh well with other
ing is concentrated in the early stages of the prime work

: A h . forms of human capital investment, it would be valuable
ing years. Since values in excess of 1.0 predominate, thegg know whether complementary or substitution links pre-
four sources of harmonised training data confirm a ténygminate and if there are important international differ-
dency for training to be *front-loaded". ences in these relationships. International differences in

The cross-country averages of these age ratios vafyi® @ssociation of prior human capital investments and
considerably across the different surveys, from 1.10 fof'@ining could also have important implications for equity,
the OECD/INES to 2.76 for the ELFS. The lower valuesSINC€ @ strong complementarity between education and
for the OECD/INES could be a simple artefact of havingschooling would tend to reinforce the labour market dis-
calculated the age ratio using broader age bands. Omittirfgvantages of the least educated workers.
this survey reduces the cross-survey difference in mean  In order to gauge the strength of the association
ratios, but large differences remain. This variation suggedtetween education and training, Table 3.7 presents the
that changes in survey design that affect the types of trairratio of the training participation rate for workers with a
ing captured are not age-neutral and can have a largeniversity degree to that for workers who did not com-
effect on estimates of the age concentration of training. plete upper secondary schooling. These ratios are always

10. It is striking that the concentration of training on younger workers appears to be much stronger in Canada than in the United States (1.96 versu:
0.97 for participation in the IALS).
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Table 3.6. Differences in career or job-related training by age
Ratios of the participation rates for younger to those for older workers

IALS ELFS OECD/INES Unweighted Rk
Ratio Rank Ratio Rank Ratio Rank mean ratio ?
@ ] (©)] 4 O] 6) M ®)
European Union
Austria . . 1.60 11 . . 1.60 11
Belgium¢ 1.25 7 2.19 10 . . 1.72 10
Denmark . . 0.98 16 . . 0.98 21
Finland . . 1.50 13 0.96 5 1.23 17
France . . 5.38 2 . . 5.38 2
Germany 1.79 2 3.32 7 1.25 2 2.12 8
Greece . . 455 4 4.55 4
Ireland 1.20 8 2,51 9 1.86 9
Italy . . 1.14 14 1.14 18
Luxembourg . . 4.54 5 454 5
Netherlands 1.44 5 2.93 8 2.19 7
Portugal . . 6.13 1 6.13 1
Spain . . 4.87 3 . . 4.87 3
Sweden 0.93 12 0.88 18 0.90 7 0.90 23
United Kingdom 1.56 3 1.55 12 1.56 12
North America
Canada 1.96 1 . . 1.14 3 1.55 13
United States 0.97 11 . . 0.94 6 0.96 22
Pacific area
Australia 1.16 9 . . 1.40 1 1.28 16
New Zealand 1.08 10 . . . . 1.08 19
Other OECD countries
Hungary . . 3.67 6 . . 3.67 6
Iceland . . 1.01 15 . . 1.01 20
Norway . . 0.89 17 . . 0.89 24
Poland 1.42 6 . . . . 1.42 14
Switzerland @ 1.47 4 . . 1.13 4 1.30 15
Switzerland (French) 1.70 n.a. . . . . 1.70 n.a.
Switzerland (German) 1.43 n.a. . . . . 143 n.a.
Unweighted mean 1.35 n.a. 2.76 n.a. 1.10 n.a. 2.25 n.a.
Standard deviation 0.32 n.a. 1.73 n.a. 0.18 n.a. 1.63 n.a.

.. Data not available.

n.a.. Not applicable.

a) Younger is defined as ages 25-29 in IALS and ELFS, and as 25-34 in OECD/INES; older is defined as ages 50-54 in IALS and ELFS, and as 45-64 in
OECD/INES.

b) Mean calculated using all surveys for which estimates are available for that country.

¢) The IALS data for Belgium only cover Flanders.

d) IALS values for Switzerland are a weighted average of the values for the French and German-speaking populations.

Source: See Table 3.1.
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Table 3.7. Differences in career or job-related training by education
Ratios of the participation rates for workers with a university degree to those for workers not having finished upper secondary schooling

IALS ELFS OECD/INES Unweighted Rk
Ratio Rank Ratio Rank Ratio Rank mean ratio?
@ (2 (©)] 4 () 6) (M ®)
European Union
Austria . . 2.89 15 . . 2.89 18
Belgium® 5.70 2 14.93 3 .. .. 10.32 5
Denmark . . 3.34 11 . . 3.34 14
Finland . . 3.30 12 211 7 2.70 19
France . . 5.08 9 . . 5.08 8
Germany 1.96 8 5.19 8 6.91 1 4.69 9
Greece . . 22.83 2 .. . 22.83 2
Ireland 2.62 5 3.25 13 . . 2.93 17
Italy . . 8.29 6 . . 8.29 6
Luxembourg . . 4,58 10 . . 4.58 10
Netherlands 1.88 9 1.93 18 . . 1.90 23
Portugal " . 37.29 1 . . 37.29 1
Spain . . 13.80 4 . . 13.80 3
Sweden 1.58 12 2.11 17 2.25 5 1.98 22
United Kingdom 1.70 11 5.55 7 . . 3.63 13
North America
Canada 2.34 6 " . 4.21 3 3.28 15
United States 4.09 3 . . 4.30 2 4,19 11
Pacific area
Australia 2.01 7 . . 2.21 6 211 21
New Zealand 1.80 10 . . . . 1.80 24
Other OECD countries
Hungary . . 12.05 5 . . 12.05 4
Iceland . . 2.26 16 . . 2.26 20
Norway . . 3.02 14 . . 3.02 16
Poland 3.72 4 . . . . 3.72 12
Switzerland ¢ 8.70 1 . . 3.77 4 6.23 7
Switzerland (French) 4.80 n.a. . . . . 4.80 n.a.
Switzerland (German) 12.25 n.a. . . . . 12.25 n.a.
Unweighted mean 3.18 n.a. 8.43 n.a. 3.68 n.a. 6.87 n.a.
Standard deviation 2.14 n.a. 9.17 n.a. 1.72 n.a. 8.12 n.a.

Data not available.
n.a.. Not applicable.
a) Mean calculated using all surveys for which estimates are available for that country.
b) The IALS data for Belgium only cover Flanders.
¢) IALS values for Switzerland are a weighted average of the values for the French and German-speaking populations.
Source: See Table 3.1.
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Table 3.8. Spearman rank correlations of national measures of the distribution
of career or job-related training across different data sources and definitions
Employees aged 25-54 years in the 1990s

Measures . . . . Comparing the
compared? Comparing the IALS with: Comparing the ELFS with: OECD/INES with:

First ~ Second

IALS ELFS OECD/INES CVTS ELFS OECD/INES CVTS OECD/INES
survey  survey

Panel A. Correlations of ratios of the values for women to those for men

T% T% 1.00* 0.60 0.26 0.00 1.00* 0.50 —-0.26 1.00*
Hrs Hrs 1.00* -0.10 -0.40 . 1.00* -0.50 " 1.00*
T% Hrs 0.23 0.09 -0.30 . 0.78* 0.50 . 0.54
Hrs T% 0.23 -0.10 -0.90* . 0.78* -0.50 . 0.54

Panel B. Correlations of ratios of the values for younger to those for older workers?

T% % 1.00* 0.60 0.60 . 1.00* 1.00* . 1.00*
Hrs Hrs 1.00* 0.10 -0.20 . 1.00* -0.50 . 1.00*
T% Hrs 0.44 0.54 0.50 . 0.61* 0.50 . 0.83*
Hrs T% 0.44 0.90* -0.10 . 0.61* 0.50 . 0.83*

Panel C. Correlations of ratios of the values for workers with a university degree to those for workers not having finished secondary schooling

T% T% 1.00* 0.49 0.14 . 1.00* 0.50 . 1.00*
Hrs Hrs 1.00* 0.60 -0.50 . 1.00* -1.00 . 1.00*
T% Hrs 0.71* 0.03 0.60 . 0.85* -1.00 " 0.80
Hrs T% 0.71* 0.70 -0.50 . 0.85* -0.50 " 0.80

Data not available.

*  Significant at the 5% level.

a) T% denotes the percentage of workers participating in training and Hrs the average hours of training per employee.

b) Younger is defined as ages 25-29 in IALS and ELFS, and as 25-34 in OECD/INES; older is defined as ages 50-54 in IALS and ELFS, and as 45-64 in
OECD/INES.

Source: See Table 3.1.

in excess of 1.0. Averaged across countries for a giveschool-based differences in human capital in southern
survey, the mean values range from 3.2 (IALS) to 8.4European countries, Belgium and Hungary. Correlation
(ELFS), confirming that training reinforces the skill dif- analysis confirms strong, cross-survey consistency in
ferences resulting from unequal initial schooling. Thesehese comparisons, except that the results for the
education ratios are consistently larger for the hours mea®©ECD/INES are more dissimilar (Table 3.8, Panel C).

ure (not shown), suggesting that the concentration of .
training on the most educated workers, like that on Chart 3.4 uses IALS data on literacy scores to pro-

younger workers, operates on both the extensive and th‘@de another perspective on the relationship between prior
intensive margins. human capital investments and additional training. In all

11 countries, workers with high levels of literacy receive

The extent of concentration varies considerablymore training than workers with low literacy scores. This
across countries for any given survey. For example, thassociation illustrates an important complementarity

education ratio varies from 1.6 for Sweden to 8.7 forbetween literacy and the ability to benefit from training
Switzerland, using IALS participation data. However, programmes. Such a link could also account for some of
there is considerable consistency in the relative position afhe complementarity between greater initial schooling,
different countries. Training appears to be most evenlyvhich tends to enhance literacy, and subsequent traffing.
distributed across educational attainment levels ifThe strength of the association between training and liter-
Australia, Austria, Ireland, New Zealand, the Netherlandsacy varies markedly across the 11 countries, in a pattern

and the Nordic countries. Training is most reinforcing ofthat roughly parallels international differences in the

11. There is a strong and positive correlation between literacy scores and educational attainment, but considerable variation in literafyuscbres is

at any given level of education [OECD and Statistics Canada (1995)]. Regression analysis of the determinants of training using IALS data indicates

that literacy exercises an important, independent, effect on increasing the probability of training, controlling for the level of education.
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Chart 3.4. Differences in career or job-related training by literacy level
Ratio of values for workers with prose literacy level 4-5 to those with literacy level 17
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a) Level 1 indicates a low level of literacy proficiency while levels 4-5 represent the highest proficiencies. See OECD and Statistics Canada (1995) for
detailed definitions and analysis of the distribution of literacy scores.
Source: International Adult Literacy Survey, 1994-1995.

strength of the association between schooling and trainrsoncentrations of training on younger and the most edu-
ing. However, Germany is an important exception. Thecated workers. Similarly, training tends to be most
literacy-training association is especially strong forconcentrated in the countries with the lowest participa-
Germany, which only has an average level of associatiotion, although some exceptions occur at this end of the
between education and training. spectrum. Canada and Poland have both below-average
participation in training and below-average concentration.

Is there a link between the level and distribution of training? The association between higher training rates and
more equal participation in training suggests that differ-

Chart 3.5 examines whether there is any systematiences in national training systems that affect the overall
association between national differences in the level ofevel of training operate most strongly through their effects
training and differences in how strongly training is on the extent to which older and less-educated workers
concentrated on younger and more educated workers. Theceive training. While it is not clear how to explain this
result is clear-cut: training tends to be more evenly distribrelationship, it suggests that institutions or conditions
uted in the countries with the highest participation ratesaffecting the incentives or resources available to train older
so that the cross-survey index of training participation isand low-educated workers may be of particular importance.
negatively correlated with the indices of the relativeRelatively high and relatively equal training appears to
concentration of training on younger and better-educatedharacterise the Nordic countries, as well as Australia, New
workers (—0.41 and —0.55, respectively). With the excepZealand and the United Kingdom. At the other extreme,
tion of younger workers in France, all twelve countriessouthern, central and eastern European countries tend to
with above-average participation have below-averagéave low and concentrated trainitrg.

12. While no Japanese data are available in the four harmonised surveys, data from the 1997 Survey of Vocational Training in Private Enteranises (Mink
Kunren Jittai Chosa) suggest that Japan should be classified among the countries with high and relatively equal training: 53 per cent of employees i
private establishments with 30 or more regular employees had participated in formal, off-the-job training during the previous year, witlipe partic
tion rate just 20 per cent higher for university graduates than for workers not finishing secondary schooling and workers aged 46-54 years actually
training at a little higher rate than those aged 25-35.
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Life-cycle perspective annual training hours were 92 per cent as high for women
o ) ) ) as for men, but this falls to just 79 per cent for the forty-
~ Newinsights can be gained by adapting a life-cycley e training expectancies. This is due to the typical women
view of training that follows workers from age 25 until being employed fewer years, than men, and when not
64, taken to be the conventional retirement age. Sinc@mpioyed being more likely to be out of the labour force.
many individuals are not continuously employed throughq the same reason, the concentration of training on the
out this forty-year period, realism requires that periods ofyost educated individuals becomes more pronounced when
unemployment and inactivity be incorporated into thegg | working life is considered, a pattern that is very pro-
analysis, even though training while employed is thenqynced for women. It does not appear, however, that
focus of this chapter. The IALS data indicate that trainingpional comparisons of the level or distribution of training

occurs while individuals are not employed (Chart 3.6). Ingre much affected by the shift to a life-cycle perspective.
most countries, training participation is significantly

higher for employees than for the unemployed, but th
two rates are similar in the Netherlands and Switzerlan

and the unemployed actually report more training in Ger-  Tpg following two subsections report cross-country
many. The training rate for persons outside of the labougqre|ations of the level and distribution of training with
force is universally far lower than that for the employed.  gther variables. This exploratory analysis has the limited

Table 3.9 presents estimates of training expectanciegbjective of clarifying the interpretation and economic
defined as the total hours of training received by a “typical”salience of the international comparisons that can be made
individual between the ages of 25 and 64 years. Using thwith the existing data on training. Correlations are
IALS data, age, gender and education-specific rates wergeported with variables that economic theory suggests
calculated for the three labour force states, as were mednay be important determinants or effects of training.
annual training hours conditional on labour force statusNonetheless, these simple associations should not be
These rates are then used to cumulate expected trainifigierpreted as providing rigorous evidence of the causes
time for individuals over this forty-year time span on the and consequences of international differences in training,
assumption that current conditions continue to prédail. ~ because they do not control for other causal factors.
. . . Instead, they are intended to provide an initial survey of

Averagmg over the 11 co.unt.nes with the NEcessarg, tors that are associated with these differences, which
dgta, these training expectancies imply th‘f"t a typical Indl'c:an help to guide more sophisticated multivariate analysis
wdual devotes 1 2.88 hours, or the equwa}lent of OVel ¢ ihase empirical relationships.
thirty weeks of full-time employment, to training after the
period of initial vocational training has concluded. While ) ]
this reflects a considerable investment of time, it is much'raining and overall human capital formation

smaller than that made to initial schoolifgSuch a

comparison probably greatly understates the relat'\.”ﬁonate share of training in all of the countries analysed, it

|mpor:ar:ﬁe gf colntlnumgt tr]:aunlngfand Orl](f}re'Jog eXpde”'need not follow that training and education are similarly
ence fo the development of workioree SkIlis and pro uc'reinforcing at the national level. Training rates might have
tivity, because a large share of informal training and

L . . . "to be higher in a country where initial schooling is less well
experiential learning are not captured by this calculation. developed, if the nation’s business firms are to compete

When the life-cycle perspective is adopted, the vol-successfully® Chart 3.7 shows that there is a tendency for
ume of training received by women is significantly lower higher national training rates to be associated with higher
relative to that received by men than is indicated by singleeducational attainment. In other words, the complementary
year calculations: using the IALS data for employed indi-relationship between initial schooling and training appears
viduals between the ages of 25 and 54 years, averagde be stronger than the relationship of substitution. A con-

E). Bivariate analysis of the associates of training

While the most educated workers receive a dispropor-

13. This method is analogous to that used to calculate life expectancy based on the age-specific mortality rates observed in the population in a givel
year. Note that the results should not be understood as providing forecasts of individual training histories, rather they provide an altécnative opt
for viewing contemporaneous training patterns.

14. These training expectancies are also moderately lower than 40 times the mean annual hours of training for all workers, which were examined ir
Table 3.3, due to training rates being lower for the years spent unemployed and out of the labour force. A second reason for this shortfall is that the
cross-sectional averages for hours of training were calculated for the age span, 25 to 54 years, while these life-time calculations also include age
55 through 64 years, during which training hours tend to be quite low.

15. A survey of multinational employers’ assessments of international differences in the amount of training required suggests that suclip relations
holds for the United Kingdom. Employers report needing to train workers more extensively to compensate for the poorer skills of new recruits
[DfEE and Cabinet Office (1996)].
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Chart 3.5. National differences in the level and concentration
of training participation 2
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a) Countries are ranked in descending order of the cross-survey index of training participation rate.
Source: See Table 3.1.

siderable number of countries with average or below-averschool completion is more closely associated with higher
age training participation, nonetheless, have above-averag@ining than a high rate of university study.
shares of the worki_ng—age population havin_g finished upper Table 3.10, Panel A also reports correlations
secondary schooling. Notable examples include Canad@etween educational attainment and three measures of the
Germany, Poland and the United States. distribution of training. Training is less concentrated on
The associations between continuing training and/0Unger and more educated workers in countries with
other measures of human capital are examined in great8fgher educational attainment. While the presence of a
detail in Table 3.10. Panel A reports correlations betweeR€tter educated workforce appears to encourage employ-
three measures of the level of training and six measures &S 0 invest more in training, this increase affects less
educational attainment and spending on schools. The corréducated workers more strongly than more educated
lations for training participation confirm that the positive WOrkers. This suggests that an increase in the supply of
cross-country association of greater training with greatepKilled workers due to conventional schooling may induce
initial schooling is robust to different measures of educa®MPployers to adopt more skill-intensive production proc-
tional attainment. The relationship is even stronger for mea€SSes that imply a more-than-proportionate increase in
sures of current schooling patterfise. educational Skill demand, which is met —in part - through greater and
expectancies of five-year olds today) and school spendingore broadly distributed training [Acemoglu (1998)].
than for the educational attainment of the working-age pop- Panel B of Table 3.10 reports correlations between
ulation. It also appears that a high rate of upper secondaie training measures and six measures of educational
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Chart 3.6. Participation rate in career or job-related training
by labour force status @
Percentages of persons aged 25 to 54 years
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a) Countries are ranked in descending order of the percentage of training for employed persons.
Source: International Adult Literacy Survey, 1994-1995.

achievement and literacy proficiencies. There is a strongxtent, this correlation reflects an overlapping of the two
positive association between the level of training and botltategories of training. However, the major part of ALMP
the mathematics achievement scores of current eight graéxpenditures are for nonemployed individuals, suggesting
ers and the literacy scores of adults. There is also evidentbat countries providing more training to the unemployed
that training levels are lower where the dispersion of liter-also tend to have higher on-the-job training, which is less
acy scores is higher, suggesting that training may be inhibconcentrated on younger and better educated workers.

ited where the members of the workforce differ greatly in o ) ] .

their “trainability” (e.g.their ability to use instructional Countries investing a higher share of GDP in research
materials). No such effect is evident for the dispersion offnd development (R&D) or having a higher share of
mathematics scoré€ Training tends to be less strongly researchers in the worl'<force alsp Fend to have higher training
concentrated on younger and better educated workers [R{€S, 1€ss concentration of training on younger and better
countries with higher education achievement. Greater diggducated workers, and relatively less training for women.
persion in literacy scores increases the concentration gfOWeVver, the' pattern is very dlﬁgrgnt for th.e association
training on more educated workers, also suggestive of afetween training and investment in fixed capital, with more

inhibiting effect of low literacy proficiencies on trainability. Investment being correlated with lower and more concen-
trated training. This result provides an interesting extension

Schooling and formal training are only two of the of the well-established finding that physical capital and
ways in which economies invest in greater workforce skillsskilled workers are complements in production [Griliches
and future productive capacity. Panel C of Table 3.10 pref1969); Bergstrom and Panas (1992)]. While greater invest-
sents correlations of the training measures with six meaments in physical capital appear to shift recruitment choices
sures of related investments. Training levels among th&ward hiring more educated workers, these correlations sug-
employed are positively correlated with national spendingyest that there is a reduction in overall training which
rates on active labour market policies (ALMPSs). To somebecomes more concentrated on university-educated workers.

16. This may be because mathematical ability is less strongly related to general trainability or it could simply reflect the positive corrglagon bet
the dispersion of test scores and the mean score [OECD [§)]998
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Table 3.9. Training expectancy given current conditions?
Cumulative hours of career or job-related training between the ages of 25 and 64 years

Ratio of training hours for:
Cumulative ; : ;
i . . University educated relative
training hours Years employed relative Women relative
to all years to men to IeSS:CLI:%;rL)J/pper
Australia 1605 . 0.73 3.16
Belgium (Flanders) 478 0.88 0.68 10.75
Canada 2 109 0.48 1.03 3.83
Germany 1833 0.44 1.23 1.13
Ireland 1261 0.64 1.19 1.14
Netherlands 1512 0.66 0.58 1.18
New Zealand 2 627 0.62 0.81 2.73
Poland 391 0.95 0.80 2.58
Switzerland (French) 217 0.92 0.39 247
Switzerland (German) 353 0.96 0.50 3.36
United Kingdom 1 666 0.73 0.75 1.72
United States 1403 0.80 0.80 2.26
Unweighted mean 1288 0.73 0.79 3.03
Standard deviation 739 0.17 0.24 2.48

Data not available.

a) Expected training hours are the cumulation, over five-year age intervals between the ages of 25 and 64, of age and gender-specific estimates of mean
training hours. Mean training hours for a specific age and gender were calculated as weighted averages of the mean hours of training for each of three
labour force states (employed, unemployed and out of the labour force), where population shares were used as weights.

Source: International Adult Literacy Survey, 1994-1995.

Overall, these patterns suggest that schooling anth causing these differences. Similarly, summary indicators
training are complements because a better educated worsf national training investments are correlated with mea-
force encourages firms to specialise in products and sesures of economic outcomes that training might affect.
vices that place a high premium on workforce skills and o
R&D, but are not especially physical capital-intensive. It. ~Among the labour market institutions that are exam-
also appears likely that policies to improve general educdN€d in Table 3.11, Panel A, higher training participation
tional and literacy levels can create a virtuous circle, in'S MOSt strongly associated with greater adoption of flexi-
which greater skill supply induces greater skill demand®!€ Working practices! In large part, this correlation
and, hence, greater incentives for workers to obtain morkeflects the relatively high use of flexible work practices
schooling, as well as for employers and workers to invesi? the Nordic countries which also tend to have the highest
in continuing training. However, a better understanding off@iNiNg rates, but it is consistent with the belief that
these incentives and how they are shaped by policy an@creased trammg. famhtgtes the succe_ssful mplementa-
labour market conditions is needed. The determinants dfon Of these practices. Higher trade union density is also

the incentives for broadly targeted investments in trainingSSOciated with higher training participation, consistent
_ for example, training for less educated and older workWith earlier research [Greest al. (1999)]. However, col-

ers — appear to be of particular importance. Iectlvel bargalmng coverage does npt appear to be gtrpngly
associated with training levels. Finally, formal training

rates are higher in countries with a higher share of the
workforce changing jobs in the previous year, and lower
Can these international differences in the level andn countries with stricter EPL and higher mean job tenure,
distribution of training be explained in terms of the labourtwo indicators of relatively low labour turnover [see
market institutions and conditions that economic theoryChapter 2]. Comparisons of training participatiithin
identifies as potential determinants of training rates? Thisndividual countries €.g across workers, firms or indus-
section uses bivariate associations to provide a first indicaries) have often found that lower turnover is associated
tion of which factors might plausibly play an important role with higher training [OECD (1991, 1993)], a pattern that

Training and the broader economy

17. The index of flexible working practices used here is the mean of adoption rates for fours sets of such practices, as measured in the EPOC survey fc
ten European countries: job rotation, team-based work organisation, involvement of lower-level employees and flattening of management struc-
tures [see Chapter 4 for details].
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Chart 3.7. National differences in training participation
and educational attainment @
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a) Countries are ranked in descending order of the cross-survey index of training participation rate.
Sources: See Table 3.1 and OECD (1998b).

is consistent with greater job stability increasing theers [Acemoglou and Pischke (1998, 1999)]. The partici-
returns to employers of investing in their workers’ skills. pation index of training suggests that greater wage
That the opposite should be true for international compareispersion, higher incidence of low pay and especially a
isons suggest that high priority be assigned to furthesteeper age-earnings profile are a net discouragement to
study of the links between turnover and trainifg. training *° but that the two opposing effects appear to

Correlations between training and seven measure%ancel each other out for increases in the educational

of earnings dispersion suggest that greater wage inequdf!€mum.

ity generally is associated with lower training participa- Table 3.11, Panel C reports correlations between the
tion (Table 3.11, Panel B). However, this effect tends tasummary indicators of training levels and six measures of
be modest and statistically insignificant, suggesting thaeconomic performance. Employment rates are higher, and
larger wage differentials have largely off-setting effectsunemployment rates lower, in countries with higher train-
on the incentives to invest in training: larger wage dis-ing. Similarly, the levels of mean earnings and GDP per
persion increasing the incentives of workers to invest incapita are positively correlated with training, as is trade
training, so as to qualify for better paying jobs, but alsoperformance in “high tech” industries. However, the
reducing the incentives of employers to train their work-growth in labour productivity and GDP per capita over the

18. Several recent studies using data for single countries have also called the link between lower turnover and higher training into questidn [Goux an
Maurin (1997); Vilhuber (1997, 1998)].

19. The negative correlation between training and a larger age premium in earnings is another instance of these cross-country associaions differin
from cross-worker associations within a country. The latter tend to show that workers receiving training have steeper age-earnings profiles.
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Table 3.10. Correlations of national measures of training with other measures
of human capital and related investments

Panel A. Training measures correlated with educational attainment and school spending

Percentage
of population
aged 25-64 years

Educational
expectancy
of five-year-olds
under current

Percentage
of population

Educational
expectancy
of five-year-olds
under current

School spending
as a percentage

School spending

as a percentage

Training measures completing upper ag;;jmzr;falftziln)ée:rs conditions, conditions, of GDP, public Ofaﬁ(?%ri?/:?;ic
secondary AN expected years expected years spending ;
education university degree of full- and part- of full-time spending

time schooling schooling

Level

Participation rate 0.37* 0.20 0.48** 0.29 0.49** 0.54**

Mean hours -0.02 0.14 0.31 0.02 0.01 0.19

Cost share 0.66** 0.35 0.18 -0.33 0.07 0.29
Distribution

Gender ratio, participation -0.14 0.08 -0.10 -0.04 0.13 0.17

Age ratio, participation -0.70** -0.28 -0.29 -0.04 -0.30 -0.33

Education ratio, participation —0.64** -0.31 -0.25 -0.25 -0.23 -0.43*

Panel B. Training measures correlated with educational achievements

Training measures @

Mathematics
achievement
of eight graders,

Mathematics
achievement
of eight graders,
range from

Mathematics
achievement
of eight graders,
25th percentile

Prose literacy
of population

aged 25-54 years, percentage scoring

Prose literacy
of population
aged 25-54 years,

Prose literacy
of population

aged 25-54 years,

range from 75th

mean score 75th to 25th mean score at level 3 or and 25th
score . R .
percentile scores higher percentile scores

Level

Participation rate 0.13 0.10 0.14 0.56* 0.59** -0.13

Mean hours -0.09 -0.13 0.05 0.36 0.36 0.04

Cost share 0.53 0.46 0.47 -0.09 -0.00 0.36
Distribution

Gender ratio, participation -0.23 -0.28 0.03 0.22 0.21 0.50*

Age ratio, participation -0.34 -0.23 —0.58** -0.09 -0.13 -0.37

Education ratio, participation —0.59** —-0.51** —0.59** -0.24 -0.21 0.06

Panel C. Training measures correlated with related investments

Gross fixed capital

ALMP spending R&D spending R&D spending Researchers per Gross ﬁXEd. capital forr_nation,
Training measures @ as a percentage  as a percentage O?SG?DS,E;?:TJZ?ﬁg 10 000 labour as ;oggractelzﬁ?age m:;z:gfr?é:tr,]d
of GDP of GDP, total higher education force of GDP as a percentage
of GDP
Level
Participation rate 0.50** 0.61** 0.61** 0.64** -0.46%* —0.22**
Mean hours 0.16 0.01 0.02 0.05 0.10 0.04
Cost share 0.02 0.67** 0.68** 0.58* —0.60** —0.24**
Distribution
Gender ratio, participation 0.08 -0.13 -0.10 -0.00 —-0.41** -0.60**
Age ratio, participation -0.22 —0.44** —0.41** —0.54** 0.45** 0.27**
Education ratio, participation -0.18 —0.54** —0.53** -0.60** 0.48** 0.28**

ALMP = Active labour market policies.
*  Significant at the 10% level.
**  Significant at the 5% level.

a) Cross-country indices of training from Tables 3.2, 3.3, 3.5, 3.6 and 3.7, except that the cost share estimates are based solely on the CVTS.
Sources: For data on training, see Table 3.1. Other data from OECD, 1998b; OECD (1998), National Accounts;, OECD Main Science and Technology Indicators

Database.
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past decade was actually lower in countries with highe®
training?°

Associations between the distribution of training
and the measures of labour market institutions and eco-
nomic outcomes in Table 3.11 are overall difficult to inter-
pret, but several cases merit comment. The age and
education concentration of training is significantly lower A.
where flexible work practices are more widespread.
Conversely, training is more strongly concentrated on

What is the statistical association between wages
and training? Does the relationship between wages
and training differ by gender and education level?

Do workers get trained more in the presence of com-
pressed wage distributions?

Main features of the datasets

The micro-data used for the analysis are drawn from

younger and better educated workers in countries witlsurveys for Australia, Canada, France, Germany, Great
lower job turnover (and stricter EPL) and greater collec-Britain, Italy and the Netherlands (see Annex 3.B for
tive bargaining coverage and centralisation/co-ordinationdetails). These surveys have the advantage that the sam-
Women receive more training relative to men where flexi-ples drawn are large enough to enable one to make reason-
ble work practices are more widespread, earnings dispeable inferences about the population of origin and the
sion is greater and unemployment rates higher, but loweguestionnaires allow one to investigate the determinants

relative training where the employment to population ratioof training. Another advantage is that information on indi-

is higher. A higher wage premium for education is assocividual (hourly) wages is available so that it is possible to
ated with a greater concentration of training on more eduivestigate the correlation between wages and training.
cated workers, but a higher wage premium for olderSome datasets also ask questions on the permanent or
workers is associated with a greater concentration of traintemporary nature of the work contract. Firm size and sec-

ing on younger workers.

Overall, these international comparisons suggest
that many of the implications of theoretical models of
training, like many of the findings of empirical studies for ®
one or a few countries, do not easily generalise to a broad
cross-section of OECD economies. Clearly, there is much
room for further study of the determinants of the inci-
dence of training and its relationship to earnings and other
economic outcomes. The next section uses detailed micro-
data for select countries to examine several of these issues
in greater depth than is possible with the limited training®
data that are available in the surveys analysed here.

This section seeks to answer the following ques-
tions:

®  Which factors are most important in explaining the ®
probability that a worker gets trained? Does training
accrue mainly to the higher educated? Is there a gen-
der bias in training? Do small firms train less than
larger ones?

tor of industrial activity are also recorded in all surveys.

Other aspects of the datasets include:

They relate to representative national samples of
employed individuals.

Questions about training all relate to formal, off-the-
job, training. This is normally meant to cover
courses or seminars taken either at the firm or out-
side it.

Training is defined as only that paid for or provided
by the employer for Canada, France, Italy and the
Netherlands; but it includes “job-related training”
courses that employees may have paid for them-
selves for Australia, Germany and Great Britain.
However, given that the samples are composed of
individuals in paid employment, the overlap
between job-related training and employer-provided
training is likely to be quite large (see Section II).

The reference period over which training is recorded
is the year preceding the date of the interviéwijth

the exception of the Netherlands, where the question
relates to training courses being undertaken at the
time the survey was carried out.

20. While these associations are consistent with training having important effects on economic performance, it must be emphasised thatathese correl
tions could be “spurious”. For example, the tiegusallink might be between higher educational attainment and higher labour productivity, rather
than from higher training to higher productivity. The interpretation of the negative correlation between training and growth rates in the recent pas
merits particular caution, since training investments may only be reflected in growth with a lag.

21. For France and Germany, the question asks whether any training courses were taken in the past, respectively, five years, for France, ajfidthree year
Germany. However, in these surveys the date of the last training course/s is recorded. This additional information was used to constructat variable th
records training having taken place in the past year. In Great Britain, the reference period is actually slightly more than a year since theegelevant qu
tion asks about any training undertaken since 1 September 1995 and the survey is carried out some time (shortly) after 1 September 1996.



Table 3.11.
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Correlations of national measures of training with measures
of labour market institutions and economic outcomes

Panel A. Training measures correlated with labour market institutions

Index of . Percentage i
Training measures 2 the int_roduction Ez;ggicr?i\rgz Trade u_nion Strictness W?Ihwl(:ersksfotrr‘(l:aen Mtii?lgg ° Tax wedge
of flexible work density of EPL .
practices coverage rate 1 year in years
of tenure
Level
Participation rate 0.83** 0.02 0.44* -0.42* 0.31 -0.39* -0.07
Mean hours -0.02 0.03 -0.21 -0.15 0.37 -0.43* -0.12
Cost share 0.76** -0.38 -0.17 —0.69** 0.08 -0.51* -0.24
Distribution
Gender ratio, participation 0.36 -0.10 0.36 -0.05 0.49** -0.22 0.20
Age ratio, participation -0.52 0.25 —0.48** 0.62** 0.00 0.11 -0.01
Education ratio, participation —-0.65** 0.06 -0.20 0.62** -0.09 0.16 0.07

Panel B. Training measures correlated with earnings dispersion

Full-time weekly earnings

Mean annual earnings

Traini a Ratio Ratio Ratio Low-pay as Ratio Ratio 45-54 un?\fg:git
raining measures f 90th to 10th of 90th to of 50th to  a percentage yearsold Iy
of 90th to 10t 50th 10th of full-time women to 259 ~ degree to less
percentiles percentiles percentiles employment to men years old t:::;:gg;r
Level
Participation rate -0.19 -0.14 -0.11 -0.38 0.02 -0.45* 0.05
Mean hours 0.02 0.03 -0.00 0.03 -0.09 -0.21 0.10
Cost share 0.01 -0.06 0.09 0.85* -0.15 -0.62* 0.21
Distribution
Gender ratio, participation 0.30 0.27 0.31 -0.05 -0.11 0.35 0.12
Age ratio, participation 0.20 0.24 0.05 -0.04 -0.06 0.41* 0.28
Education ratio, participation 0.10 0.18 -0.08 0.11 0.21 0.31 0.28
Panel C. Training measures correlated with economic outcomes
Metin eomlrj)llgt);;nr:ent Mean GDP Growth in Growth Trade coverage
o rafiopfor the unemployment Me_an per capita Iabot_]r_ in GD_P rati_o (exports/
Training measures 2 working age rate for the earnings in PPPs productivity, per capita, imports)
ooulation total labour in PPP 1997 ! annual rate annual rate for_“hlgh _tech"
P eagy | force, 198897 for 1988-97  for 1988-97 industries
Level
Participation rate 0.56** -0.18 0.28 0.33 -0.12 -0.19 0.37
Mean hours 0.06 -0.02 0.30 -0.07 -0.25 -0.15 -0.18
Cost share 0.49 -0.15 0.08 0.23 -0.17 -0.01 0.64**
Distribution
Gender ratio, participation -0.25 0.54** -0.17 -0.16 0.17 0.09 -0.05
Age ratio, participation —0.58** 0.29 -0.29 -0.31 0.07 0.24 -0.09
Education ratio, participation —0.44** 0.04 -0.38 —0.44** 0.06 0.08 -0.34

EPL = Employment protection legislation.

PPP = Purchasing power parities.
*  Significant at the 10% level.
**  Significant at the 5% level.

a) Cross-country indices of training from Tables 3.2, 3.3, 3.5, 3.6 and 3.7, except that the cost share estimates are based solely on the CVTS.
Sources: For data on training, see Table 3.1. Other data from the OECD Earnings Database; OECD (1998), National Accounts; OECD Labour Force Statistics
1987-1997, Part I1l; and Chapters 2 and 4 of this volume.
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B. Results of estimation of models Notwithstanding large cross-countries differences in
of the probability of being trained the amount of training provided, there are common pat-

terns in the allocation of training that emerge from this
The probability of being trained is specified as a d J

dich bl King th | ¢ i K analysis. In particular, the finding that less-educated
Ichotomous variable, taking the value of one If WOrkers,, ., a get less on-the-job training confirms the conclu-

are trained and zero otherwise. A probit model is eStisions of Section Il and raises some policy concerns. Also

m:tecéli byl ma;"fr."”m Irllkehhooq tgchnlqur]es_ Thg |mpacl§ Ofimportant for policy is the conclusion that small firms pro-
individual and firm characteristics on the training proba- ;1o ass (formal) training of workers.

bility is modelled by means of the following explanatory
variables: age; education level; gender; type of contracty
either permanent or temporary; tenure with the current”
employer; hours of work; firm size; public or private sec-
tor; and industrial sector (more details are given in The relationship between wages and training has
Table 3.B.2in Annex 3.B). A quadratic in tenure with the been the focus of a number of empirical and theoretical
current employer is specified to allow for non-linearities studies that have stressed the importance of the wage
in the relationship between job-related training and teneffect as a measure of training gains. Recent work, as
ure. According to the standard theory, employers are moreeviewed in Section | and in Table 3.A.1, has brought up
likely to train workers that will stay longer at the firm. the following issues:

HOWeVer, the training probablllty is bound to be h|gher fore The earnings gains from training are h|gher for some

Results on the relation between training
and wages

a given worker in the first years of employment tenure. categories of workers that are, on the other hand,

Issues of the potential endogeneity of tenure, and also of  |ess Jikely to be trained: the mid-educated workers

hours of work and type of contract, are not taken up in this in the United Kingdom [Blundelkt al. (1996)]

analysis. workers that receive “remedial” training in the
Results of estimation of models of the probability of United States [Bartel (1995)]; and women in (west)

being trained are shown in Table 3.12. The main findings ~ Germany [Pischke (1996)].

are: ° Employers have more incentives to train if the wage

distribution is more compressed because the gains
to be trained in all countries considered exceptthe ~ [T0M training are not passed entirely on to wages
Netherlands. This is important as most policies fail [Acemoglou and Pischke (1998, 1999)].

to affect the distribution of training across different The first group of studies have carefully dealt with
categories of workers. Moreover, the labour markethe potential endogeneity of training variables entered in
situation of less-skilled workers has deteriorated in€arnings regressions, (see Section I). The hypothesis

many OECD countries [OECD (196). abogt the impact of'wage gompression may rgquire one to
. Large establishments are significantly more likely toYS€ mforlm.atlon on |nst|tut|9ns .SUCh as collective bargaln-
- ing or minimum wages legislation to control for possible
train workers. ) . .
) . sources of wage compression. This is outside the scope of
Workers on 't.emporary cqntracts and n part-.tlmethe analysis carried out here that draws on individual-level
jobs are S|'gn|f|c.antly less I|k.er.t0 be.tramed. Thisiis data. Rather, here the analysis investigates the statistical
an especially important finding given the trend yqqqciation of wages and training. Gross hourly wages,
towards the increasing number of these types of CoNgpgeryed at the time of the surveys(at the end of the
tract§ in most OECD countries [Ch.aptle.r 1 period over which training is recorded) are used for this
* Public sector employees are significantly morepurpose. For the Netherlands, these are contemporaneous
likely to be trained. wages as training is recorded at the time of the survey.
®  Workers in finance, insurance and business or com- In Table 3.13, the mean wages of workers trained
munity, social and personal services are more likelyare compared with the mean wages of workers not trained.
to be trained compared with other industries. The earnings “gains” for workers trained are computed as

® Training probabilities decrease significantly with the proportional difference between the two.

age in Germany and the Netherlands; butless soin  \orkers trained have higher mean wages than those
other countries. not trained. However, the proportional earnings differ-
®  The training probability decreases significantly with ences vary considerably in size from country to country.
tenure at an increasing rate in Australia, while it The proportional earnings “gains” for all workers are the
increases with tenure in Italy and Great Britain. largest in Italy. As shown in the preceding section, Italy is

° Less-educated workers are significantly less likely
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one of the countries that rank lowest in terms of the quanterm summarising information obtained from separate
tity of job-related training provided. In addition, univer- estimation of a probit of training. The additional term is
sity graduates reap the least “benefits” from training insignificantly negative, which indicates the presence of
most countries considered. Finally, women get the highestome selection bia&.

wage gains from training compared with men in Australia,
France and Great Britain. In France, it is workers with Ies§hat
than lower secondary schooling that benefit most fron}rairiﬂ
training.

On the basis of these findings, it may be concluded

as argued in recent literature, the earnings gains from

ng are higher for some categories of workers who

are, on the other hand, less likely to be trained. The evi-
However, these earnings differences may bealence gathered also cannot reject the hypothesis that

explained by factors other than training. More light on thisemployers have more incentives to train workers in coun-

issue may be shed by econometric analysis of wages artdes where the wage distribution is more compressed.

training. Results of the estimation of wage regressionglowever, given the limitations of the analysis carried out

using ordinary least squares are shown in Table 3.14. Thieere, more work is needed to draw robust conclusions on

natural logarithm of gross hourly wages is regressed othese issues.

the following explanatory variables: age; gender; job ten-

ure; hours of work; nature of the contract; firm size; pub-

lic sector employee; and industrial sector. Interaction

variables of training and gender, and training and educa-

tion levels have been included in the model to capture the

impact of training on wages.

The estimation results indicate that there is a signifi- From the empirical analysis carried out in Sections Il
cantly positive relationship between training and wagesand Ill some policy concerns arise. The findings that less-
except for the Netherlands, France and Italy. The result foeducated workers; workers on part-time or temporary
the Netherlands may be due to the absence of a time lagpntracts and employees of small firms tend to receive rela-
between the times at which training and wages ardively little training raise not only equity but also efficiency
observed. Previous studies for the Netherlands find a siggoncerns. Lower training participation may worsen the
nificantly positive impact of training on future wages labour market position of already disadvantaged categories
[Groot (1994)]. The results for France and Italy are,of workers. This may lead to considerable costs in terms of
instead, in line with previous findings in the literature, loss of potential output, skill deterioration and future unem-
using the same datasets [Goux and Maurin (1997)ployment. Furthermore, it has emerged that training of
Brunello and Miniaci (1999)]. workers takes place in some countries at a much lower rate
than in others. This may signal some market failure in the

. N o . . allocation of training that may lead to lower productivity,
there is a significant positive relationship between wage g y P Y

. AP orse economic performance and lower economic growth.
and training of less-educated workers. This finding pro- P g

. This is especially important as recent theories stress the
vides some support for the argument that the lower edu- b yimp

cated when trained realise larger wage gains. On the Importance of human capital accumulation for economic
' . ge ge gains. rowth. In particular, it has been argued that lower training
other hand, it may also be a spurious result, driven by th

i X ates may contribute to creating “low-skill-bad-job” traps
correlation of unobservables that determine both the wagg,, o1, ¢ firms have little incentives to upgrade their work-
rate and the probability of being trained.

ers’ skills and to invest in more productive activities [Booth
The interaction between women and training isand Snower (1996)].

insignificant in all countries except for Germany, where it

is significantly positive. This confirms previous findings

for Germany that women who get training realise mor

significant earnings gains than men [Pischke (1996)].

For France, Italy, the Netherlands and Great Britain

Generally, it is very hard to establish whether the
observed rates of training are “optimal” from the perspec-
Give of the individual, the firm and society. This is the

more so as the costs and benefits of training to these dif-

The possible endogeneity of training is controlledferent actors are very difficult to evaluate. Even if it were
for by applying Heckman’s two-stage procedure. Thispossible to conclude that observed training rates are “sub-
consists of including among the explanatory variables aptimal”, this may not imply that government intervention

22. A general problem with any procedure to control for endogeneity of training is that of finding suitable instruments that affect training but not ea
ings. Here, the marital status presence, young children and their interaction with gender were used for this purpose. Functional form differences
may also act as to identify training.
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of being trained?

Table 3.12. Results of estimation of probits of the probability

Australia Canada® France Germany Italy Netherlands ~ Great Britain
Intercept 0.49** -0.27 -1.50** -0.68** —1.47%* -1.27** 0.35**
Woman 0.05* -0.26 0.01 0.11 -0.11* -0.12 0.15**
Age group 35-44 -0.03 -0.06 —0.14** -0.12* -0.04 -0.21** 0.00
Age group 45-54 -0.02 -0.18 —-0.19** —0.45** -0.10 —0.39** 0.04
Tenure -0.03** 0.11** 0.03** -0.00 0.02 -0.01 —0.00**
Tenure squared 0.00** -0.00** -0.00** 0.00* -0.00 -0.00 0.00
Less than upper secondary —0.26** —1.54** —0.45** -1.02** —0.63** 0.01 —0.54**
Upper secondary -0.18** -0.43** -0.12%* —-0.37** -0.08 0.13 -0.33**
Large firm size 0.08** 0.46** 0.48** 0.23** . 0.24** 0.26**
Part-time work —0.08** —0.97** —0.31** —0.34** 0.12 -0.22* —0.39**
Temporary job —0.33** -0.42 —0.34** -0.25 . —0.24**
Public sector 0.11** . 0.02 0.38** . 0.07 0.34**
Married . -0.21 0.15** 0.24** 0.14** 0.08 0.15**
Child less than 6 -0.05 -0.05 -0.04 0.10 0.03
Woman x child less than 6 -0.05 . -0.20** . -0.01 -0.08 -0.27*
Married woman 0.16 . —0.24** . . .
Agriculture . -0.17 -5.49* -0.51* 0.08 -0.09
Electricity, gas and water 0.38** -0.25* 0.38* . -0.07 0.44**
Construction —-0.20** —0.22** -0.24 —-0.52** -0.18* 0.05
Wholesale and retail trade, restaurants 0.08* -0.06 0.02 0.02 -0.26 0.14*
Transport and communication 0.07 0.01 0.15** -0.03 -0.20 0.09
Finance, insurance and business services 0.28** 0.06 0.52** 0.57** 0.18 0.37**
Community, social and personal services 0.13** 0.03 0.28** 0.20** 0.15 0.23**
Number of observations 12 821 1 556 8 286 3442 5229 2 544 3117

.. Data not available.
*  Significant at the 10% level.
** Significant at the 5% level.

a) Figures have been rounded to the second decimal point.

b) Due to the pilot nature of the data, the specification for Canada is different.

Source: See Annex 3.B.

Table 3.13. Proportional mean wage differences for workers trained?

Percentages
Australia Canada France Germany Italy Netherlands ~ Great Britain
All 9.6 26.4 111 18.5 25.0 31 19.3
Men 9.6 32.0 17.2 17.6 29.1 0.0 15.1
Women 11.2 12.2 20.7 16.5 20.0 -2.3 25.0
Less than upper secondary 6.9 . 30.2 16.0 15.7 17.6 20.2
Upper secondary 8.6 16.1 9.5 23.8 0.7 4.3
Non-university tertiary 4.2 2.3 -7.6 " -0.3 19.8
University 1.8 -1.3 17.9 6.8 -15.9 3.0

Data not available.

a) Mean earnings of workers trained minus mean earnings of workers not trained, divided by mean earnings of workers not trained.

Source: See Annex 3.B.
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Table 3.14. Results of estimation of OLS wage regressions with selectiona b
Dependent variable: log of gross hourly wage

Australia Canada® France Germany Italy Netherlands Great Britain
Intercept 2.42%* 1.89 11.57** 3.85** 2.48** 4.31** 1.64**
Woman —-0.13** -0.20** -0.21** —0.23** —0.14** —-0.09** —-0.26**
Age group 35-44 0.04*= . 0.11** 0.12** 0.07** 0.17** 0.05**
Age group 45-54 0.07** . 0.15** 0.25** 0.09** 0.31** 0.02
Tenure -0.00 0.02** 0.01** 0.00** 0.01** 0.02** 0.00**
Tenure squared 0.00* 0.00* -0.00** —0.00** —-0.00** —-0.00** -0.00**
Less than upper secondary —0.48** —0.27** —0.60** 0.10 —0.37** —0.37** —0.13**
Upper secondary —0.33** —0.11** —0.40** -0.07** —0.24** —0.28** -0.04
Large firm size 0.06** 0.20** 0.16** 0.01 . -0.03 0.06*
Part-time work 0.19** —-0.27** -0.16** 0.12** 0.26** 0.12** -0.09*
Temporary job -0.36** 0.01 -0.09** 0.06 " . -0.02
Public sector 0.09** . -0.04** -0.16** " -0.09** 0.08
Agriculture . . -0.28** 2.58** —0.13** —0.17** -0.29**
Electricity, gas and water 0.14** . -0.07** -0.08 " 0.15** 0.07
Construction -0.16** . -0.04* 0.10** —0.04** 0.06 -0.04
Wholesale and retail trade, restaurants -0.08** . 0.04** —0.11** -0.02 0.06 —-0.26**
Transport and communication 0.04** . 0.04* -0.18** 0.06** 0.10** -0.02
Finance, insurance and business services 0.21** . 0.09** -0.16** 0.07** -0.01 0.17**
Community, social and personal services 0.01 . -0.06** -0.11** 0.06** -0.05* -0.10**
Had training 0.05** 0.14** 0.00 0.08** 0.38** -0.04 0.74*=
Training X woman -0.00 -0.02 0.03 0.09** -0.00 -0.02 0.04
Training x less than upper secondary 0.02 0.02 0.16** -0.01 0.26** 0.17** 0.09**
Training x upper secondary -0.01 -0.04 0.07** -0.04 0.22** 0.04 0.03
Selection 0.94** . 0.07 —0.55** —0.23** —0.58** —0.44**
Adjusted R-squared 0.23 0.27 0.37 0.34 0.38 0.32 0.30
Number of observations 12 609 1 556 8 179 3093 5212 2 457 3117

.. Data not available.

*  Significant at the 10% level.

**  Significant at the 5% level.

a) A correction for possible endogeneity of training is made using Heckman'’s two steps method; the selection used is the probit in Table 3.12.

b) Figures have been rounded to the second decimal point.

¢) Due to the pilot nature of the data, the specification for Canada is different; regressors include a polynomial in age, a marital status dummy and the log of
worked hours.

Source: See Annex 3.B.

in this area is desirable, because of the possible further  One strategy is to focus on creating the right envi-
distortions introduced by it in the market that may out-ronment for firms to train their workers, rather than legis-
weigh the benefits. In particular, it may be difficult to lating compulsory spending on training. Governments
intervene effectively in an area which is typically the may act so as to raise the incentives to train for employers
domain of the private sector. Indeed, while all OECDand employees by, for example, improving access to rele-
countries provide public education; very few provide vant information, improving the recognition of skills
public training of workers (an exception here beingacquired through training, and improving flexibility with
Denmark). respect to the capacity to exploit and make use of the

Despite these uncertainties, there is broad poIiticaf;ICqUired skilljs ar}d .Competebncies E]IW(ljJrzhburg (1998)].
support for public support of training and most OECD MOre targeted policies may be needed, however, espe-
countries have policies that affect, either directly or indi-cially to equalise the distribution of training across work-

rectly, the training of workers. These range from tax-©"S and firms of different size.

deductibility of training expenses to training levies that Most countries allow for the immediate and full tax
legislate compulsory spending on training of workers anddeductibility of training expenses incurred by firms. The
to other policies that may indirectly affect training, suchtax rules allowing training costs to be “expenses” rather
as equality of opportunity laws. It is outside the scope ofthan treated as an investment that is amortised over a
this study to review and evaluate such policies especiallperiod of years, lowers the cost of training relative to
given the limited information available on this topic to investments in physical capital. However, the associated
date. Nonetheless, a brief overview is provided of the polaccounting convention may discourage investment in
icies in place. training since firms’ financial statements provide little or
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no indication of the competitive asset that a better trained The levies have generally resulted in an increase in
workforce represents [O’Connor (1998)]. Some countrieghe overall quantity of training and have provided clear
allow individuals to deduct some share of trainingincentives for participating firms to formulate a training

expenses from taxable income, but few, if any, allow allplan [Fraser (1996)]. However, the empirical evidence
expenses to be deducted. suggests that existing levies are not very effective with

T ted. fiscal i i dt threspect to small and medium-sized enterprises that have
_argeted, fiscal Incentives are used 1o encourage Mggq opted to pay the levy rather than provide training

training of specific categories of workers. The Netherland Fraser (1996); Brochieet al. (1997); Gasskov (1998):

have legislated in the 1997 budget larger tax discounts o ' ' ’ '

traini ¢ lI-and-medi yed enterori inistry of Labor, Republic of Korea (19965.They also
raining expenses of small-and-medium-sized enterpriS&g, . affect the distribution of training across different

i‘nd onlant)( tralrfung glrected at old.erwolrlkgs, aliove fortyCategories of workers as most of the training goes to
0 evaluation of stch programme s avaliable yet. higher-educated and more skilled workers, just as it does

Some countries, among them France, Belgium andn countries that do not operate a levy scheme.
Denmark, grant workers a right to paid training leave Denmark and the Netherlands have training funds
[Gasskov (1998)]. This option is interesting especiallythat are run by collective agreements between employers
since it is directed at the individual worker who can and unions and that are also supplemented by government
choose to take-up the scheme. On the other hand, it mgyinds. In Denmark, the programme is more centralised
present the disadvantage that the training initiative isand training is provided by public training institutions
taken by the worker rather than by the employer and mayAMU) to both the employed and the unemployed. These
not correspond to the firm’s needs. Moreover, in Francgrogrammes appear to be quite responsive to the different
beneficiaries of the programme must have an indefiniteraining needs of specific industrial sectors and local
work contract, which implies that temporary workers arelabour markets.
excluded; in Belgium thg scheme. is restriqted to full-time In the EU, training of workers has also been promoted
workers. In Denmark, since the introduction of the pro-, o ogrammes set-up under the activities of the European
gramme in the mid-1990s, participation rate; have b,eegocial Fund to facilitate the adaptation of workers to indus-
quite high. However, the programme was Qe5|gned m"_’“nIYriaI change and to changes in production systems. Another
for the long-term unemp!oyed, that copstlt_uted a seriougych programme is ADAPT, which has focused on the
problem for the country since the Igtg eighties, rather tha’ﬂ)roblems, needs and potential of small firms. However,
as ameans to encourage more training of workers. Genefs st of the burden of setting up training programmes and
ally, itis likely to be the more educated workers that will ¢, ing them has remained with member countries. From
make use of their right to paid training leave. the scant evidence available, it seems that such programmes

Other countries have tax levies that oblige employ-Were perhaps more successful in raising training rates in
ers to spend a certain percentage of their total wage bill opountries where EU funding contribution was more sub-
training. If firms fail to comply, they have to pay the cor- stantial such as Ireland, Portugal and Greece. However, not
responding amount to the government. France was one 6?“9“ evaluation of these programmes has so far been
the first OECD countries to introduce a tax levy policy, available.
back in 1971. The percentage of the wage bill to be spent Policies not explicitly targeted at training may also
on training has been increased several times and it is cuaffect training efforts indirectly. For example, in the
rently set at 1.5 per cent. The threshold wage bill that regUnited States, there is some evidence that Affirmative
ulates participation into the programme is currently set afAction policies have positively affected the training of
a level that corresponds roughly to a firm size of above temvomen and minorities [Holzer and Neumark (1998)]. The
employees. Korea implemented a training levy in theauthors conclude that firms that make use of Affirmative
mid-1970s that was abolished in 1998, after having earlieAction tend to screen more extensively; they hire more
restricted the programme to firms with more than a thouwomen and minority workers and provide more training
sand employees. Australia introduced a training levy ono their employees. In these establishments, the job per-
employers in 1990 to abolish it few years later in 1994 .formance of women and minority workers is as high as
Quebec introduced a training levy in the mid-1990s. that of other comparable workers.

23. The direct and indirect costs of formal training courses may be relatively higher for small and medium sized firms that may find it difficult to
replace workers that undertake a course. Small firms may also require different skills from their workers than those provided by available training
courses.
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economies is that participation in training is more evenly
) i ) distributed across age and educational groups. Policies
Should public policy attempt to expand or redirect gnhancing the incentives and resources for investing in the
the training received by incumbent workers after thecontinuing training of those workers who typically receive
period of initial yocatiopal training? While there is no |jitje training may, thus, be of particular importance.
consensus on this question, Member country governmenis,ogrammes to minimise school failure and early school

pursue a number of policies directed toward these endgyop-outs have received increased attention recently, as a

That the level and distributign c_>f training _differs signifi_— rpart of efforts to protect at-risk youths from a future of eco-
cantly among OECD countries is supportive of the belief,omic marginality and social exclusion [OECD (1995)].

that appropriate policies can create an environment tha§,ccess in bringing all individuals up to a minimum thresh-
encourages employers and workers to invest in continuing|q of general education and literacy might also make an
training. That the typical worker devotes more thanimportant contribution toward a broadening and deepening
1 000 hours to formal training, between the ages of 25 ang enterprise-centred training and higher overall prosperity.
64, is also supportive of the importance of continuingyowever, such an approach will only gradually raise the
training for achieving the goal of life-long learning. gi| jevel of the workforce and policies to expand the train-

Unfortunately, the analysis of the determinants and CONS&ng received by the current adult workforce may also be
quences of training is not yet sufficiently developed togegiraple.

provide policy makers with reliable estimates of the eco-
nomic returns that accrue to any specific policy. . =~ .
approaches. Further harmonisation of training statisticga'nmg_ IS not y(_at_sufﬂm_ently advanced t_o_assess the
could make an important contribution to filling that gap. desirability of policies designed to affect training patterns

Nonetheless, it is possible to draw several tentative Cor{tyor_etdwectly. Opt|?]r_13hhere_w:cluddedrpmlmatlly Interven-
clusions with the limited data currently available. lonist measures, which are intended to create a more sup-

) . portive environment for employers and employees to

~ The strong link between national levels of educa-jnyest in continuing training. For example, the limited evi-
tional attainment and achievement, on the one hand, angbnce available suggests that policies encouraging the dif-
the'lev.el of workforce training, on.the other, 'sug.gests thafsion of flexible working practices [Chapter 4] or
an indirect strategy of strengthening schooling is a potentoviding certification services that facilitate the recogni-
— if slow — means of encouraging continuing training. o of skills acquired through training [OECD (198,
These links also confirm that education and training po“'may indirectly encourage greater training. More interven-
cies should be assessed as an integrated system affectifighist measures, such as mandatory training levies and
learning over the life course [OECD (1988 Itis partic-  gjrect provision of training have also been tried in a
ularly striking that training rates are relatively low in , mber of Member countries. The now extensive evalua-
countries where the literacy scores of the adult populatiogiop, jiterature on active labour market policies suggests
are lower and more unequal. A key step in encouragingp a¢ the effectiveness of any such measures will be
worker training is to ensure that all individuals enter thedependent on good programme design and administration
world of work with the basic knowledge and learning [0EcD (199@)]. Evaluations of a similar rigour would
skills needed to insure their subsequent trainability. be highly desirable for the broader range of policies that

Another finding of potential importance for policy have been used — or proposed — to enhance the training
making is that a key distinguishing feature of high-trainingreceived by the employed workforce.

Internationally comparative research on worker
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Table 3.A.1.

Authors

Country and data sources

An overview of main findings from recent studies
of job-related training

Main findings

Arulampalam and
Booth (1998b)

Bartel (1995)

Black and Lynch (1996)

Blundell et al. (1996)

Boon (1998)

Booth (1991)

Goux and
Maurin (1997)

Loewenstein and
Spletzer (1997)

Loewenstein and

Spletzer (1998)

Pischke (1996)

Regner (1995 and 1997)

Veum (1995)

Vilhuber (1997, 1998)

United Kingdom, British National
Child Development Study of men
only.

Personnel records from a large
American company.

US establishment data.

United Kingdom, British National
Child Development Study.

Netherlands, linked firm-level data,
Central Bureau of Statistics, 1991
and 1993.

United Kingdom, British Social
Attitudes Survey, 1987.

France, matched firm-worker data;
Enquéte sur la Formation

et la Qualification Professionnelle,
1993, and Bénéfices Industriels

et Commerciaux.

United States, National Longitudinal
Survey of Youth, 1988 to 1991.

United States, National Longitudinal
Survey of Youth, 1988 to 1991.

Germany, Socio-economic Panel,
1989, that asked special questions
on continuous training.

Sweden, the Swedish Level of Living
Survey, 1981, 1991.

United States, National Longitudinal
Survey of Youth, 1986 to 1990.

United States, National Longitudinal
Survey of Youth, 1979 to 1993.
Germany, Socio-economic Panel,
1989, 1993.

Training incidence has a significant large positive impact on wage growth, after controlling for its endogeneity.
The number of training courses undertaken has no significant impact on wage growth. There is a strong positive
correlation between the number of training courses and educational qualifications.

A large and significant impact of formal training on employee’s wage growth is found after controlling
for selection bias. The effect is larger for “remedial” training, targeted at individuals that have low relative status
in the job. Significant positive effects of training on job performance.

The duration of off-the-job training has a positive impact on productivity.

Formal off-the-job training especially increases the wages of individuals with intermediate schooling, who are,
on the other hand, less likely to obtain training. More-educated people are more likely to be trained; and men
are more likely to be trained than women. The duration of training courses has a significant positive impact
on wages. Training provided by a previous employer has a positive impact on wages, as well as training with
the current employer.

Investment in training has a positive effect on firm’s value added.

There are significant positive effects of formal job-related training on wages. Men receive more training,
but the positive wage effects are larger for women. Training is treated as exogenous.

Training efforts are concentrated in occupations in the middle of the work hierarchy, i.e. technicians, foremen.
Firms with higher mean wages train their workers more. While a positive impact of formal firm-training on wages
is found, it disappears when firm and individual selection effects are controlled for. A three simultaneous
equations model is estimated that contains a wage equation, a probability of training equation and an equation
for the probability that the worker quits the firm. The impact of training on the probability of quitting

the firm is small and insignificant.

Formal training, beyond the first year of tenure, has a significant positive impact on wages, after controlling
for the endogeneity of training and measurement error. Individuals who received previous training in the current
job are more likely to be trained again in the current year.

Employers seem to pay for most general training, like courses and seminars provided outside of the firm
premises. Completed spells of training with previous employers have a larger positive effect on wages than
completed spells of training with the current employer. This indicates that training is general and employers
share the costs of it.

Returns to training are significantly positive for women, but insignificant for men. Training is mostly provided

by employers. Individuals do not undertake much training at their expense. Training appears to be more general
than firm-specific. Training is distributed very unequally: the more-skilled receive a disproportionate share

of the training.

Training is split into general or specific according to respondents’ subjective answers. Most training is considered
general. The returns to training are large and significant. There is no empirical evidence of a relationship
between training and tenure at the firm.

Company training and seminars outside work have a positive impact on wages. Other forms of training do not
impact on wages. The duration of the training does not affect wages.

Workers mobility patterns indicate that employer-provided training is sector-specific or general rather than
firm-specific.
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Annex 3.B

The data used in Section Ill are drawn from householdMelbourne, Australia; Raffaele Miniaci, Department of
surveys for France, Germany, Great Britain, Italy, theEconomics, University of Padova, Italy; Garnett Picot, Marie
Netherlands, and from the employees’ files from matchedDrolet and Robert Kopersievich at Statistics Canada, Canada.
employer-employee surveys for Australia and Canada. The
Canadian data are drawn from a pilot survey. The datasets used  1he descriptive tabulations and econometric analysis were

and the training questions asked are described in Table 3.B.1. carried out both with and without population weights. For Italy,

. . weights were only available on a household rather than on an
The sample selected for analysis consists of employees

excluding the self-employed and apprentices, aged betwe ihdividual basis, and the unweighted statistics are presented.

. nweighted statistics are also presented for Great Britain,
25 and 54 years. Only wo_rkplaces with more than 20 employeeErance, Italy and the Netherlands. However, weighted statistics
were surveyed for Australia. . -
. . are presented for Germany, and for countries for which the sam-
The analysis has been carried out partly by thepje dataset is drawn from the population of workplaces, rather
OECD Secretariat and partly by the following individuals: Wiji than from the population of individualge. for Australia and

Arulampalam Narendranathan, Department of Economicsganada.
Warwick University, United Kingdom; Jean-David Fermanian

and Marc-Antoine Estrade &tivision Emploj INSEE, Paris,

France; Bill Harley, Department of Management, University of defined in Table 3.B.2.

Table 3.B.1.

Data sources for the analysis in Section 11l

The variables used in the econometrics analysis are

Country Dataset, year Question on training
Australia Australian Workplace Industrial Has your employer provided you with any of the following training over the last
Relations Survey, 1995. 12 months? Include any training which is provided or paid by your employer
and training to help you do your job.
Canada Workplace and Employee Survey, In the past twelve months have you participated in any formal training programmes
1995. related to your job?
France Enquéte sur la Formation et la Have you followed any training course organised and paid for, at least partially,
Qualification Professionnelle, 1993. by your employer, after completing your schooling? Which is the starting and ending
date of the most recent course followed?
Germany Socio-economic Panel, 1993; Have you taken courses for occupational advancement in the last three years?

Great Britain

Italy

Netherlands

special section on employer-
provided training.

British Household Panel, 1996.

Bank of Italy survey, 1991; special
supplement on employer-provided
training.

Socio-economic Panel, 1994.

Please, give the year when the most recent training course started and ended.

Since 1 September 1995, have you taken part in any education or training schemes
or courses, as part of your present employment?

Have you been on a training course organised and paid for by your employer
in 19917

Are you currently following any training or education course that is paid for by your
employer?
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Table 3.B.2.

Variable name

Definitions of variables for the econometric

analysis in Section IlI

Definition

Countries’ specificities

Training dummy
Wage

Age

Woman

Married

Child less than 6

Tenure
Part-time work

ISCED 2

ISCED 3

Large firm
Temporary work
Public sector

Industry dummies

Equal to 1 if trained, 0 otherwise.
Gross hourly wage.

Dummy that takes value 1 for women;
0 otherwise.

Dummy that takes value 1 if individual
is married; 0, otherwise.

Dummy equal to 1 if children younger
than 6 are present and 0 otherwise.

Tenure with current employer.

Dummy equal to 1 if hours less or equal
to 30; 0, otherwise.

Dummy equal to 1, if education level is less
than upper secondary education. Base is higher
education (ISCED =5, 6, 7).

Dummy equal to 1, if education level is upper
secondary education. Base is higher education
(ISCED =5, 6, 7).

Dummy equal to 1 if firm size is larger

than 100 employees.

Dummy equal to 1 if contract is temporary;

0, otherwise.

Dummy equal to 1 if employed in the public
sector.

One-digit SIC industrial sector dummies.

The reference group includes mining

and manufacturing.

Netherlands: only individuals who worked 12 months in the
previous years are selected here, since usual hours of work in the
reference week are asked in the current year survey and wages
and months of work in the following tax year survey. France: the
hourly wage is derived from INSEE computations of equivalent
yearly earnings, since hours of work are not available.

Dummies take the value of 1 when individuals belonging to that
age group are entered. The excluded group is age 25-35.

Australia; marital status is not available.

Germany: the threshold firm size is 200 employees.
Definitions vary across countries.

Germany and the Netherlands: civil servants rather than broad
public sector workers are covered here.

Germany: an additional dummy for other sectors is included;
results not shown in Tables 3.12 and 3.14.
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Chapter 4

Over recent years, the environment in which companies operate has changed considerably. Firms are faced with
need to achieve greater economic efficiency, and to adapt faster to changing conditions. Many commentators have
claimed that these pressures are being reflected in changes in work organisation, towards what are often called “new” o
“flexible” or “high-performance” work practices. This involves changes in the design of jobs, towards greater complex-
ity, higher skill levels and greater use of team-working, as well as increased delegation of responsibility to lower level
staff and improved communications throughout the company.

The aim of this chapter is, first, to examine the evidence for changes in work organisation towards more flexible
types of working, both in terms of job design and the delegation of responsibility. Second, it examines where flexible
practices are most common, in terms of both countries and types of firms. Third, it attempts to evaluate to what extent
changes in working practices have implications for the labour market. It draws on information developed as part of the
recent OECD project on “flexible enterprises”, as well as the EPOC study of the European Foundation for the Improve-
ment of Living and Working Conditions.

The evidence assembled indicates that many managers in all countries report a considerable degree of investme
in flexible working practices. While there is comparatively little evidence about changes over time, what exists points to
the extension of a number of forms of flexible working. Firms in different countries use flexible working practices to a
significantly different extent. The patterns are not easily explained by differences in the types of firms in different coun-
tries, nor by other characteristics of different OECD countries, such as their industrial relations systems.

Within individual countries, two factors which seem to be linked with greater use of flexible working practices are
higher training levels, and industrial relations systems which facilitate negotiations between managers and employees
The analysis in this chapter does not suggest that increased use of flexible working practices necessarily leads to a grov
ing polarisation between “core” and “peripheral” workers.

OECD



Chapter 4

public policy. For example, Betcherman (1997) argues that
education and training policies may need to be modified to
Over recent years, the environment in which compagjevelop the skills that the new methods of work organisa-
nies operate has changed considerably. Firms are faced Wiy require. In addition, there have been concerns that
a need to achieve greater economic efficiency, and to adag{oyes to new working methods may lead to a polarisation
more quickly to changing product market conditions. Manyin the work force within companies. Managers may judge
commentators have claimed that these pressures are beijpgt only some of their existing workers have the capacity
reflected in changes in work organisation, towards what arg, tgke part in more productive, but also more demanding,
often called “new”, “innovative”, “high-performance” or \yorking methods and may employ the remainder on less
“flexible” workplaces. This generally involves changes in theadvantageous conditions. Thus, changes in work organisa-
design of jobs, towards greater complexity, higher skill levelgjon might be connected with labour market outcomes such
and greater use of team-working, as well as increased deleggs rises in part-time and temporary working and, in some
tion of responsibility to lower level staff and improved com- countries, the rise in earnings inequality and the increasing
munications throughout the company. The aim of thi§apour market difficulties of lower-skilled workers.

chapter is, first, to examine the evidence for changes in work The focus of this chapter is on the two broad areas of

T st o st ey oo desig and elegation of responsiity. Supporing
lated with, chan e,s in emolovment practices Iikeﬁ to have uman resources practices, such as compensation, training
implications fort%e labour r%a?ket Th% chapter drav)\:s in arfalnd recruitment, and other areas of employee relations,
ticSIar on information developed és part ofrfthe recent, OEpC[?re not covered directly. Training is the topic of Chapter 3
! : : of this edition of theEmployment Outlogkwhile profit-
project on “flexible enterprises”, as well as the EPOC study ploy 9 P

of the European Foundation for the Improvement of Livin sharing, an element of compensation systems often asso-
op o P Yeiated with “high-performance” workplaces, was covered
and Working Conditions.

in the 1995Employment OutloakOther practices which
Changes in the design of jobs and the way thahave been excluded are downsizing and outsourcing, on
responsibility is delegated are a crucial part of a comthe grounds that their main purposes are to change the
pany’s human resource policies, with implications fortype and quantity of work that is carried out by individual
recruitment, training, compensation, and employee relasgrganisations and sometimes, in the former case, the pace
tions. For example, more job complexity, and a greateobf working, rather than the way in which work is organ-
emphasis on team-working and information sharing, maysed. In acknowledgement of the fact that many of the job
give incentives to firms to recruit workers with higher lev- design and delegation practices under consideration in this
els of qualifications, and greater communications ancchapter have a long history, they will be referred to as
social skills. The same factors, combined with technicalflexible” rather than “new” work organisation practices.
change, are likely to lead to demands for higher levels of

training. To the e)r?er;]t thlat ti|1e nfew forms of V;’]mk'ng”"’“eisation is difficult. The academic and management science
er?nde_nt upfon ig elr evels (|) mot'Va“Cl’_n=_t ere wi ”beliteratures contain many concepts designed to describe, or
implications for employee relations policies. Finally, reqcripe developments. A brief review of some of the most

compensation practices may be modified, both to encoulip,,,tant recent concepts is provided in Box 1, which ends

age the process of change, and provide the best possibigi, 5 |ist of the flexible working practices taken as the
fit” with the new working practices. basis for the empirical evidence presented here. In addition,

In addition, if changes of this kind are widespreadmention is made of quality circles (defined in the box), for
they may have implications for the labour market and forwhich data are relatively plentiful.

Summarising broad changes over time in work organ-
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Box 1. Flexible work organisation practices

While changes in work organisation over recent decades are impossible to summarise adequately, there is a good deal of
agreement that one current of change has been a move away from mass-production in manufacturing, and bureaucratic control in
all sectors, towards more flexible forms of work organisation. Part of the early moves away from conventional mass-production
“Taylorist” techniques were spurred by technical advances in computer-controlled machinery which, according to Piore and
Sabel (1984), led to the possibility of “flexible specialisation” — producing a wide range of different products from the same set
of capital goods at low costs. A second factor was the success of “lean production” methods, which included the elimination of
stockpiling of parts and unfinished goods through the “just-in-time” system. The advent of lean production provided striking evi-
dence for the importance of work organisation methods. Japanese car-firms using lean production were found to achieve consid-
erably higher productivity than American firms with more advanced technology using conventional “Fordist” production
methods [Berggren (1993); Marsden (1996); Womeichl. (1990)].

Employee Involvement (El), a term which became popular in the 1980s, represents a movement which continues earlier
initiatives for worker participation and industrial democracy [Marchington (1995)]. The main principles, drawn particularly from
the results of social science, include greater participation by lower level staff, job enrichment to improve motivation and commit-
ment to the organisation, and willingness to share information with employees, who are counted among the firm's stakeholders.
It has considerable implications for change in work organisation. One current emphasis is on locating decisions lower down in
the hierarchy, in order to take advantage of the detailed knowledge employees have about their own work processes. Manage-
ment adopts an enabling rather than a controlling role. This tends to favour a flatter organisational structure, with considerable
emphasis on lateral work and communication, often through teams [Latdér(1998)].

The Socio-Technical movement, which has taken root particularly strongly in some of the Nordic countries, has a long
history, linked to El. As its name suggests, it seeks to harmonise the technical and social aspects of work. Beginning with
research at the Tavistock Institute in the 1940s, it was developed in the 1960s in the Norwegian “Democracy at Work Project”.
Recent applications were seen in two Volvo car plants in Sweden. The main principles include the use of stable, semi-
autonomous work groups without status differences, in which tasks are interchangeable and interdependent, and workers’ needs
for satisfying and challenging work are given a high level of consideration [Kelly (1978)].

Total Quality Management (TQM) has been a particularly influential management philosophy in many countries in the
past two decades [Hackman and Wageman (1995)]. While originally based on concepts from quality engineering, it encompasses
many of the ideas of both EI and lean production, with distinct emphases on improving quality, satisfying customers and reduc-
ing waste. As with EI, but unlike lean production, it has been applied to all sectors of the economy, notably services and the gov-
ernment sector. Two important features of TQM are team-working and decision-making at relatively low levels in the hierarchy.

In North America and the United Kingdom, TQM has been regarded as the successor to the quality circle movement, which was
modelled on developments in Japan (quality circles are groups of workers from the same work area who meet regularly on a vol-
untary basis to suggest ways of achieving higher productivity and quality). Compared with El, there is more emphasis on the
directing role of top management and there may be rather less emphasis on job enrichment, in the sense of changes in work
design intended to increase the variety of tasks performed and the range of skills that are needed [Hill and Wilkinson (1995)].

Business process re-engineering (BPR) is based on ideas which rapidly achieved popularity after being developed by
management consultants at the beginning of the 1990s [Hammer and Champy (1993)]. BPR makes use of many of the ideas of El
and TQM, but stresses the possibility of cost savings by improving or “re-engineering” the processes taking place in organisa-
tions. This applies particularly to routine transactions, which may be re-organised in order to exploit the possibilities afforded by
micro-electronics. Further cost reductions are advocated by concentrating on the “core competencies” of organisations, and out-
sourcing goods and services that can be obtained more cheaply elsewhere. As with TQM and EIl, BPR involves flatter manage-
ment structures, partly through the use of modern communications systems — work is to be co-ordinated as far as possible by
means of local area networks rather than middle managers. Job enrichment is not necessarily a primary aim, and the explicit
emphasis on cost reduction is often associated with downsizing [Conti and Warner (1994)].

As is obvious from the above, contemporary management has a considerable range of philosophies. This wide choice is
reflected in the somewhat general concepts of “high-performance workplaces”, and “flexible firms” [Kling (1995); OECD
(1996b)]. These may be conceived as incorporating workplace practices from one or a range of management approaches, in a
self-reinforcing way, so as to align the organisation of the workplace with its objectives.

Betcherman (1997) lists the following practices as being some of the main features of work organisation in “high-
performance” workplaces. Each is a characteristic of one or several of the “models” mentioned above.

« Job design involving multi-skilling, or multi-tasking.

» Extensive use of team working.

* Reduced hierarchical levels.

» Delegation of responsibility to individuals and teams.

The focus of this chapter is on the spread and development of these broad types of work organisation practices. For
convenience, they will be referred to generically as “flexible practices” and divided into two broad categories, job design and
delegation of responsibility, corresponding to the first and second pairs of the four tirets above, respectively.
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The following sections provide empirical evidence

to address the following questions:

tices bring financial benefits to firms, especially when used®
in combination. This proposition is an important part of the

argument that they are not simply “fads” and that more enter-
prises will find it expedient to use them, and to do so more
intensively.

National differences in patterns of flexible working

able about the incidence and change in flexible workin
practices in different countries. They refer to workplace
with 50 or more employees (unless otherwise stated).

What is the incidence of flexible work organisation
practices in different countries and what is the evi-
dence for ongoing change?

In what types of firms are flexible practices most
common? .
What evidence is there that flexible practices tend to
be found in combination and which combinations
are most frequent?

What are the implications of flexible practices, in
terms of other types of employment practices? For
example, is there any evidence that the development
of flexible working practices tends to be associated
with higher levels of training, or with a larger
“peripheral” workforce?

Box 2 reviews the evidence that flexible working prac-

considerably lower. There is comparatively little vari-
ation across European countries regarding recent
management initiatives to promote team-working.
Firms in Sweden, the Netherlands, France and the
United Kingdom report the most recent management
initiatives to increase employee involvement, while
figures for Germany and Denmark are lower than
average.

In Australia, the proportion of workplaces with vari-
ous forms of employee involvement practices rose
substantially between 1990 and 1995. Quality circles
were the exception. For Fortune 1000 companies in
the United States, there is also evidence of declines in
the use of quality circles from 1993 onwards but,
steady increases since 1987 in other forms of
employee participation including a very sharp
increase in semi-autonomous work groups. In addi-
tion, there was an increase in the incidence of
schemes for job enrichment and redesign.

While most firms using flexible working practices
appear to have introduced them only in a limited way,
it appears from the American Society for Training and
Development 1998 “benchmarking” survey that many
large firms in North America, Europe, and Japan have
adopted flexible working practices to a substantial
(and, on average, roughly similar) extent.

Overall, the available data on flexible working prac-
tices reveal substantial variations between countries even
The following points summarise the evidence avajl-Where there are similarities between their national gnd

orkplace IR systems. None of the usual ways of classify-
ng countries according to their IR systems are capable of
explaining the pattern that emerges.

The incidence of job rotation appears to be high in . .

. .. In what kinds of workplaces are the practices most
Germany and Japan relative to France, the Unlte%';ommon’P What are their labour-market implications?
Kingdom and the United States, and may be particu- ' '
larly high in Sweden and some other Nordic coun- An examination of the incidence of practices across
tries. Teamworking is again particularly high in countries suggests that larger workplaces are more likely to
Sweden. Measures to delegate responsibility thave adopted the flexible practices than their smaller coun-
lower level employees appear to be relativelyterparts, though the relationship varies by country and by
uncommon in the Southern European countries. Irpractice. Workplaces in manufacturing tend to have an
Northern Europe, the highest incidence is found inabove-average incidence rate. Establishments with other
the Nordic countries and the Netherlands. In Northforms of worker representation, such as through trade unions
America, the use of quality circles appears to beand works councils, are more apt to have taken initiatives in
above the European average. the area of flexible work organisation practices. Moreover,
In Sweden and Denmark, firms report a particularlyemployers with incentive compensation schemes, particu-
high level of recent management initiatives to intro-larly profit sharing and pay linked to skill, tend to have
duce or extend the use of job rotation. Figures forhigher incidence rates as well, consistent with the view that
France, Germany, the Netherlands and Portugal aréhere are complementarities among such practices.
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Box 2. Flexible work organisation practices — real and important
changes or management “fads”?

Despite the substantial academic and management interest in flexible working practices, there are concerns that they rep-
resent, not the culmination of many decades of research and experimentation in search of improved economic performance but,
rather, the influence of changing management fashion, driven by the pervasive influence of management literature. Some
commentators have argued that it is not management practices and work organisation that have changed, but simply the words
used to describe them. A variant of this argument is that, to the extent that there have been changes, they are no more than pendu-
lum swings from management philosophies based on the idea of control to ones based on employee commitment, and back again
[Ramsay (1996); Abrahamson (1996)].

These concerns are not entirely groundless. Quality circles were adopted by large numbers of firms in the 1980s without
making changes in management structures to accommodate them. As a result, there was widespread disillusionment and many
systems of quality circles were abandoned. The high figures reported for the existence of TQM (Total Quality Management) in
several countries surely exaggerate the changes in work organisation that are taking place. United States surveys tend find a
higher reported incidence of TQM than the team working and quality circles which are generally considered to be an integral part
of it [Osterman (1994); Gittlemaet al. (1998); Hackman and Wageman (1995)].

On the other hand, there is now a certain amount of evidence to suggest that flexible working practices can improve
firms’ financial performance. This would be difficult to understand if reports of the adoption of flexible working practices were
illusory or if the practices had been introduced in a capricious fashion. In addition, while managerial fashion might tend to swing
to and fro over the medium-term, there can be no doubt about the influence of important long-term factors on managerial behav-
iour, such as those identified by Chandler (1962, 1990) and Porter (1980, 1985), factors which at least some commentators have
suggested are leading firms in the direction of flexible working practices.

Flexible practices and firm performance

The question of whether flexible working practices tend to produce higher firm performance is not straightforward to
answer. Formidable empirical questions need to be resolved [Ichni@uvski(1996)]. For example, when studies are based
purely on cross-sectional information, it is difficult to control for the reasons why the practices were introduced in the first place.
If firms only began to experiment with new forms of working practices when they faced dire trouble, the existence of practices
might be associated with poorer performance, at least over the short-term. On the other hand, if flexible practices were intro-
duced mainly into firms with more highly skilled workforces, there is the danger that higher performance may be attributed to the
working practices rather than the higher skills. Another difficulty is that many studies, such as the careful analysis of the effects
of human resource management practices on the productivity of steel finishing lines by Ichrevakki997), cover only a
small part of the economy.

Despite these caveats, the recent reviews of Becker and Huselid (1998), Delery and Doty (1996), Ichetiavski
(1996), Kling (1995) and Nordflex (forthcoming), even though based mainly on United States and Nordic analyses, provide sub-
stantial evidence that:

¢ Firms that report the use of “flexible working practices” tend to enjoy better financial performance and higher levels of

productivity, than those that do not.

< This beneficial effect is stronger when flexible practices are used in combination both with each other and with support

from other human resource practices, such as training and appropriate compensation policies.

It should be stressed that these broad conclusions do not apply to all of the studies reviewed, some of which produced
mixed results, [this was also the case for the study of France carried out by Coutroa)1@9@ddition, many studies do not
investigate the direction of causality, and are open to the objection that, rather than flexible practices being the cause of good firm
performance, it is good firm performance which allows firms the luxury of introducing flexible working practices. However, at
least three studies do address this issue on the basis of longitudinal information: eaall€1998); Nordflex (forthcoming)
and Pattersont al. (1997). All find evidence of causality running from the introduction of flexible working practices to superior
financial performance.

The association of flexible working practices with better economic performance may encourage more firms to use them.
In addition, the fact that combinations of practices often yield stronger performance should provide reasons for using them more
intensively. However, both these conclusions depend upon appropriate conditions being fulfilled [Icheioats{di996)]. It is
not obvious that firms that have not yet introduced flexible working practices are as well placed as those that have already done
so. This applies not only to existing types of enterprises, but also to some new developments, such as the rapid growth in call-
centres. Here, Fernie (1999) has found, for the United Kingdom, that work organisation in the more successful centres involves
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Box 2. Flexible work organisation practices — real and important
changes or management “fads”Zcont.)

elements of both team-working and Taylorism. In addition, firms may experiment with the introduction of one or two flexible
working practices, only to abandon them as unsatisfactory rather than introducing more [Kochan and Dyer (1995)]. Successful
introduction may depend upon the presence of the specific management expertise required, or upon the workforce already pos-
sessing a certain level of skills or having the ability to acquire them relatively easily [Betcherman (1997)]. Worker attitudes, and
the industrial relations framework in which the firm operates are also likely to be important [Levine (1995); dt@tkd 995)].

Flexible practices and firm structure and strategy

Over the last century, the strategy and structure of firms in the industrialised world has changed substantially. Chandler
(1962, 1990) describes how large businesses evolved from the typical owner-managed firm of the nineteenth century to more
complex organisations, with professional managers, and a functional organisational structure (separate departments for produc-
tion, sales, finance, and accounting, and so forth). As the twentieth century advanced, these companies found that their adminis-
trative complexity was incompatible with innovation and product diversification. One response was the evolution of the
divisional structure, in which a number of divisions, linked together at the corporate level, are each made responsible for a partic-
ular market or product. While still successful, the divisional form is now being challenged by mixed organisational forms which
embody less vertical integration, and looser coupling throughout the system, while retaining tight central financial control.

Miles and Snow (1984) argue that these changes have been reflected in human resource policies. Personnel departments
first arose in functional organisations, where they developed a tradition of acquiring, training and maintaining the various types
of specialists that functional organisations required. Within divisionalised companies, they found additional roles in devising
more elaborate compensation packages, management development programmes, staffing plans and job rotation, as well as train-
ing plans, employee relations, and specialised, centralised recruitment centres. The most recent forms of work organisation
require more advanced human resources practices, such as job enrichment, team building, and job rotation, in order to develop
the necessary range of skills and functional flexibility.

Chandler’s account is complemented by Porter (1980, 1985), who identified three typical strategies that firms can use to
gain competitive advantage: innovation through the development of new products or services, quality enhancement, and cost
reduction. Over time, the competitive strategies of firms in OECD countries have tended to shift in the direction of quality
enhancement and innovation. While the linkage between each of these types of strategy and human resource policies is not
straightforward, Schuler and Jackson (1987) argue that the innovation strategy requires close interaction within groups of indi-
viduals, and a special emphasis on multi-skilling.

Despite assertions by some that flexible practiceses to rotate between different jobs, may produce flexibility

will vastly improve job quality and by others that they will in a number of ways. By ensuring that all members of a
serve to increase job instability for at least a portion of thework group can carry out a range of tasks, it can increase
workforce, it proves difficult to find evidence of strong the flexibility of response to different and unpredictable
links between the presence of the practices and labouwtemands. In addition, it may provide skill development for
market outcomes. The most robust finding is that employindividual workers. Team working achieves flexibility
ers with flexible practices in place are also more likely topartly by pooling the skills of a number of workers. It usu-
provide job training. There is no clear relationship ally involves some change in job design as well as a delega-
between the existence of the flexible practices and the uséon of responsibility to the team. The indicators of
of various kinds of “contingent” workers. delegation of responsibility include information on the lev-

A.

els at which various types of responsibilities are discharged,
as well as evidence of flattening of management structures.
Data on quality circles will also be presented.

Statistics on the incidence of flexible practices must
be treated with considerable caution. Even for the same
country, different surveys give widely differing estimates.
For example, the nationally representative 1993 Survey of
The main indicators of job design used in this chapteEmployer-Provided Training (SEPT) carried out by the

Indicators of work organisation

are the extent of job rotation and team working. Job rotalUS Bureau of Labor Statistics by means of mailed ques-
tion, defined as a work design system that allows employtionnaires provides estimates, reported by Gittlersal.
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(1998), which are much lower than those found by aranking of countries on the basis of a number of bilateral
survey with many similar characteristics carried out bystudies, including Mauricet al. (1986) for France and
Osterman (1994). There are suggestions that, in som@ermany; Sorge and Warner (1986) for Germany and the
domains, interview surveys give higher estimates thatJnited Kingdom; Lam (1994 and 1997) and Whittaker
postal surveys. One reason may be that interviews tend {d993) for Japan and the United Kingdom; and Cole
focus managers’ attention more closely on the question§1979), Koike and Inoki (1993) and Lincoln and
making it more likely that they will report practices which Kalleberg (1990) for Japan and the United States.

are present at low levels of intensity. In addition, faced

with a human interlocutor, rather than a piece of paper The general conclusion is that the incidence of job

managers may feel more inducement to sav the haVrotation is higher in Japan and Germany than it is in the
ado tgd more ‘)‘/advanced” management techniy uesy Onited States, the United Kingdom or France. In France
P 9 ques. and the United States, where work organisation is focused

International comparisons based on survey data cagyongly on the job or the “work post”, job rotation is seen
thus, only be made on the basis of identical or near-identical g incompatible with the primary responsibility for one

questions, administered as part of similar surveys, carried opt, icyar job. No information is available to compare the
in similar ways. The results must always be treated with cony,cigence of job rotation in Germany and Japan. However,
siderable caution, as it is not possible to translate termgyarsdgen (forthcoming) argues that it has a somewhat dif-
exactly from one country to another, owing to differences interont function in the two countries. In both Japan and
national institutions and traditions. The evidence presenteéermany, job rotation is seen as part of the process of
below is based partly on two international surveys: first, th%n—the-job training. However, in Japan, the intention is
survey of ten EU countries carried out by the EPOC Project, develop broad, enterprise-specific skills, while in
(Employee Direct Participation in Organisational Change) otsermany job rotation is seen as part of the process of skill

the European Foundation for the Improvement of Living andsnhancement and progression within an occupation. The
Working Conditions and, second, the similar, but not ide”ti'occupational dimension is also seen as important in

cal, surveys of four Nordic countries whose results have beeg;itain. but job rotation is limited as compared with
brought together under the Nordflex project (see the Anne¥ermany;, in order to respect occupational demarcations.

for descriptions of these surveysi addition, a number of o mnaring job rotation practices for engineers in Japan and
countries have recently develop_ed nationally representatii@ (nited Kingdom, Lam (1994) suggests that in Britain
workplace-based surveys. While these surveys are by N@are is a strong emphasis on building up the employee’s

means identical, they do contain some common questiongyn specific area of expertise, while in Japan the stress is
allowing some cautious international comparisons. Thesg, systematic sharing and diffusion of expertise.
surveys may be supplemented by two non-representative

commercial surveys, designed to enable firms to “bench-  Figures available from selected national surveys are
mark” their use of training and workplaces practices againstonsistent with these conclusions and suggest that some of
those of other firms. Finally, reference is made to academithe Nordic countries also have high levels of job rotation.
studies of particularly industries in pairs of countries. Thesdor France, the 1992 REPONSE survey suggests that
are able to go into greater depth than surveys, and circumved# per cent of workplaces use job rotation, the same figure
some of the problems that arise when terms that are current @b the 1993 SEPT survey for the United States [Coutrot
one country have no exact equivalent in another. (19960); Gittlemanet al. (1998)]. However, the 1996

As the incidence of practices is found to vary someFlexible Enterprise Survey of German workplaces carried

what by size of workplace (see below), and the information iUt Py the University of Kassel [data provided by Bernard
very sparse for small workplaces, the statistics presented f}998)] provides a considerably higher figure of around
this section refer to those with 50 or more employees. It mustC Per cent of workplaces, of which, roughly one-half

be stressed that the data generally refer to the existence iPorted that job rotation was used for personnel develop-

practices in workplaces, rather than the intensity of their useMent: For the Nordic countries, the representative national

surveys co-ordinated by the Nordflex group have produced

B. Comparisons of indicators of work organisation estimates of the reported incidence of job rotation varying

from 65 per cent for Sweden and 80 per cent for Finland, to

50 per cent for Denmark and 40 per cent for Norway
While there is no international survey of the inci- Nordflex (forthcoming)]. A quarter of Swedish and a fifth

dence of job rotation, Marsden (forthcoming) deduces af Finnish workplaces reported that over 50 per cent of

Job rotation

1. The EPOC results must be treated with some caution because a large portion of the sample did not return their questionnaires, with the size of thi
share varying across countries. Details on the response rates can be found in the Annex to this chapter.
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their employees were involved in job-rotation, as opposeanodel. According to Fréhlich and Pekruhl (1996), the

to a figure of under 10 per cent in Denmark. Scandinavian model may be distinguished by voluntary
(as opposed to compulsory) membership, group (as
Team working opposed to management) selection of the membership and

the leader, mixed (as opposed to uniform) qualifications,
skill dependent (as opposed to seniority dependent)
X . ' rewards, relatively complex tasks, pace of work independ-
Marsden (forthcoming) quotes Jlrgeesal. (1993) as ent of technology, wide autonomy and voluntary internal

arguing that, in the automobile industry (one of the pio'division of labour. The opposite applies to the Toyota

neers of team working) the United States tends to use rel{?ﬁodel. While the EPOC questionnaire was not designed

tively narrow, job-based teams, Qapan useslhomqgeneo%scapture all of these characteristics, on the basis of the
teams based on on-the-job training, the United KIngdorTlype of approach described above, Bendairal. (1998)
employs tga_ms ofIS|m|IarIy—sk|IIed workers, (.jevempedconcluded that the Scandinavian model was very rare. The
around eX|st.|n.g sk|II_s, while Ge.rmany uses mixed team?‘najori'[y of workplaces with team working tended to fol-
based on existing skills, but at different skill levels. low a model closer to the Toyota one. This is consistent
There is little comparative information on team with findings from the 1998 U.K. Workplace and
working for the economy as a whole. However, BenderEmployee Relations Survey (WERS98), that 65 per cent
et al. (1998) present indicative data derived from theof managers reported that most employees in the largest
EPOC survey on the assumption that team working isccupational group at their workplace worked in formally
likely to occur when managers report a high degree of deldesignated teams. However, out of this 65 per cent, only
egation of responsibility for important issues to groups.5 per cent said that team members had to work together to
More precisely, two conditions were applied — that groupshe extent of being given responsibility for specific prod-
were given rights to make decisions over at least one-halicts or services, jointly deciding how work was to be done
of a set of eight important issues relating to their workand appointing their own team leaders [Culyal.
and working conditions, and that at least 70 per cent 0{1998)].
the largest occupational group in the workforce was
involved? For the eight countries which could be Covered'DeIegation of responsibility
team working was found to be most prevalent in Sweden.
The United Kingdom, France and the Netherlands were  Table 4.1 provides a number of indicators of the
also above average, while Ireland, Germany, Denmarldegree to which responsibility for a range of different
and Italy were below it. tasks is delegated to individuals and groups within work-
The Nordflex co-ordinated surveys indicate that,Places. The data are taken from the EPOC survey and the

within the four Nordic countries covered, Sweden has byl 992 Price Waterhouse Cranfield survey [Brewster and
far the highest proportion of employees working in teamsHegewisch (1994)]. They have been arranged in rough
Ninety-one per cent of Swedish workplaces reported th@eographic groupings. The EPOC data are based on
use of team-working as opposed to 75, 74 and 69 per ce@sSwers to questions which first ask managers if individu-
in Denmark, Finland and Norway, respectively. Fifty- als and groups are given the right to make decisions on
eight per cent of Swedish workplaces reported thahow their work is performed, and then, if the response is
60 per cent or more of the workforce were Working in pOSitive, ask which of a number of pOSSibIe domains are
teams, while in Finland and Denmark the Corresponding:overed. Delegation is taken to occur Only if at least one
figures (but relating to 50 per cent or more of the work-domain is mentioned.
force) were 30 and 10 per cent, respectively. As noted by EPOC (1997), there seems to be a
One of the more hotly debated issues in Europeailistinct southern European pattern — the incidence of indi-
works organisation is the extent to which team workingvidual and group delegation is relatively low in Italy,
corresponds to the “Scandinavian” model or the “Toyota"Portugal and Spain. There is, however, no uniform “north-

Even more than job rotation, team working takes
different forms in different countries. For example

2. The issues were allocation of work, scheduling of work, quality of work, time keeping, attendance and absence control, job rotation, co-ordinatio
of work with other internal groups, and improving work processes. See Beetalr§1998) for further details. The method ignores questions of

co-operation and pooling of skills, generally considered to be essential features of team-working. However, the argument is presumably that it

would be impossible for groups of workers to be responsible for important issues without them.

3. Without the application of this criterion, the results would be much higher. For individual delegation, the domains in question are: scheduling of
work; quality of product or service; improving work processes; dealing with “internal” customers; dealing with external clients; time keeping;
attendance; and working conditions. For group delegation, they are: allocation of work; scheduling of work; quality of work; time keeping; attend-
ance and absence control; job rotation; co-ordination of work with other internal groups; and improving work processes.

OECD



186— OECD Employment Outlook

Table 4.1. Indicators of delegation of responsibility
Percentage of workplaces reporting presence of practice

Individual delegation, Group delegation, Quality circles,

1996 1996 1992
Sweden 69 56 9
Denmark 57 30 10
Netherlands 59 48 15
Germany 64 31 19
France 54 40 20
United Kingdom 53 37 18
Ireland 62 42 11
Italy @ 44 28 "
Spain 40 10 17
Portugal 26 26 11
Unweighted average 55 36 14

Data not available.
a) Data for Italy from the EPOC survey refers to the three months prior to the survey in 1996 and for the other countries to the three years prior to the survey.
Sources: Data on individual and group delegation are from the EPOC survey. Data on quality circles are from the Price Waterhouse Cranfield survey.

ern” European pattern, nor indeed a uniform Nordic pathand, suggest figures very close to the European average
tern. While Sweden is in first place, Denmark is relativelyshown above [Moreheagt al. (1997)].

low for group delegatiof.Another interesting feature is

the difference between the Netherlands and Germany, ..
despite the fact that both countries have rather S'm'la{:overed. A substantial proportion of workplaces in

workplace industrial relations systems, and (according t%weden, Denmark and Finland report the delegation of

the results of another question on the EPOC quesuonda”y planning to individuals (57 per cent, 62 per cent and

naire) attach a similar level of priority to quality-of- ;
A . . 40 per cent, respectively) as opposed to only 20 per cent
working life issues. According to the Price Waterhouse. i ;
. . . Lo n Norway. A roughly similar, though slightly lower, pat-
Cranfield survey, which confirms indications from the ! way ughty sim tgh SIgntly ‘ower, p

tern of results was obtained for quality control. Sweden

Nordflex study, the influence of the “quality circle move- - - ;
ment” in Sweden and Denmark has been limited. no doubgas the highest reported level of delegation of purchasing,

L . t around 14 per cent.
because quality circles are not a part of the Socio-techni-
cal approach which has been influential in the Nordic
countries.

The Nordflex (forthcoming) project provides
led data on delegation for the four Nordic countries

Evidence from non-representative samples

A further source of information comes from surveys
esigned to allow firms to “benchmark” the incidence of
eir training, work organisation and other practices
gainst the average for similar firms. Surveys of this kind,
oth with an international dimension, were carried out in

For Canada, data from the Pilot Workplace and
Employment Survey (WES) supplied by Statistics Canad
suggest a considerably higher incidence of quality circle§
than for European countries — 34 per cent of workplace

with 50 employees and over reported their presence (ov . . _
Ploy D P ( 1998 by the American Society for Training and Develop-

the 12 months to April 1996), compared with only . o
14 per cent on average for the 10 EU countries ipment (ASTD) and the Centre for Effective Organizations

Table 4.1° United States data also suggest higher IeveléCEo)'

than the European average, though not necessarily higher  The ASTD survey, described in Bassi and Van Buren
than the European leaders — 16 per cent according to tH&999), provides information not only for US-based firms,
1993 SEPT survey [Gittlemant al. (1998)] and but also for firms in Canada, Japan and Eurégee

27 per cent on the basis of the 1995 SEPT survey [Frazisesults shown in Table 4.2 apply only to those size catego-
et al. (1998)]. Data from the 1995 Australian Workplace ries for which relatively large numbers of firms were
Industrial Relations Survey (AWIRS95), on the otheravailable. They are generally much higher than the nation-

4. 1t should be noted, however, that, although the overall level of delegation in Denmark is much lower than in Sweden, for those workplaces with

delegation Denmark compares well in terms of the number of issues delegated to groups.
5. See Statistics Canada (1998) for a description of this survey and a review of its results.
6. The survey also covered a relatively small number of firms in Asia and the Pacific.
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ally representative survey data reported above. Examind&uropean countries, with relatively high numbers in
tion of the full range of figures available shows this is notlreland, Germany, Austria and Hungary. They cannot be
simply because of the size of the firms shown in the tableegarded as in any sense representative of the population
— high incidence of these work practices were alsoof large European firms. However, it is interesting to note
reported for smaller firms. Rather, it probably relates tothe similarity in the pattern of results for Europe and those
the use of the survey for benchmarking. Firms respondindpr the other countries. This suggests that there is a group
are clearly interested in the topic and may well beof large firms in Europe which use flexible working
concerned to ensure they score well against the averaggractices to a roughly similar extent to large firms in
However, the figures are internally consistent. They showNorth America.

the expected drop from the numbers of firms reporting that
the practice is present at all, to the numbers indicating that

at least 50 per cent of the workforce is affected. The Center for Effective Organizations (CEO)

. ~__ study, reported by Lawlest al. (1998), provides informa-

Canada and the United States have very similar figyjon about Fortune 1 000 corporations in the United States
ures. The main differences relate to task forces, probler(nTame 4.3). Overall, bearing in mind the differences in
solving teams or quality circles and TQM, for which therequestion wording, and the larger average size of the
is a suggestion of greater depth of use in Canada. Fqtgrtune 1 000 firms, the results for the United States
Japan, where comparisons have been confined to thgynear broadly consistent with those provided by the
1 000 employees and over group, the reported incidencRsTD for the 1 000+ category. In addition, the table
of practices is broadly similar to those for Canada and thgnows similar results from Spain, where the bulk of the
United States. However, results for “job rotation or crossyyestionnaire was administered to larger industrial corpo-
training” are comparatively low. This is in contradiction rations. Overall, the United States firms report higher lev-
to the two-country study of Japan and the United States by|s of use of the various practices than their Spanish
Lincoln and Kalleberg (1990). However, as noted by Colecoynterparts (with the exception of quality circles). How-
(1979), survey evidence of job rotation in Japan requiregyer, the differences are much less for firms reporting that
careful interpretation — job rotation is so much a part ofyq per cent or more of their workforce are covered by the
Japanese employee management systems that some Mapyctice. This latter result suggests that, while a smaller
agers may not regard it as representing anything oth&§yoportion of larger, industrial Spanish firms have intro-
than standard working practice. duced flexible working practices, many that have done so

The results available for Europe apply only to a tiny have moved to a similar intensity of use as large firms in
sample of firms, spread roughly evenly across the largethe United States.

Table 4.2. Percentage of workplaces reporting the use
of selected work organisation practices, by firm size, 1998

Canada Japan United States Europe
Firm size (number of employees) 100-999 1000+ | 1000+ | 100-999 1000+ | 100-999 1 000+
At least some workers involved in the practice
Job rotation or cross-training @ 92 88 70 85 89 95 97
Self-directed work teams? 48 54 . 43 56 67 72
Task forces, problem solving teams or quality circles 87 85 83 88 92 95 100
Employee involvement with management in business decisions 74 87 83 72 76 81 66
Total quality management 68 73 76 69 74 76 83
At least 50 per cent of workforce involved in the practice
Job rotation or cross-training @ 27 13 28 20 18 38 17
Self-directed work teams? 15 8 . 11 4 33 14
Task forces, problem solving teams or quality circles 31 13 37 16 20 29 10
Employee involvement with management in business decisions 19 10 13 20 17 33 7
Total quality management 39 25 24 27 31 38 21
Number of firms in sample 62 52 54 149 133 21 22

Data not available (the question was not asked in Japan).

a) Cross-training is defined as training workers for jobs other than those they are currently doing.

b) Self-directed work teams are small groups of workers whose members have the authority to handle a wide range of issues relating to the team as they see
fit, in order to fulfil its objectives.

Source: Calculations by the Secretariat on the basis of data supplied by the American Society for Training and Development.
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—— Table 4.3. Incidence of selected workplace practices in the United States and Spain —

Percentages
United States 2 Spain ®
At least 40% At least 40%
At least some of employees AL least some of employees
em_ployees |nv_olved involved em_ployees lnvplved involved
in the practice in the practice in the practice in the practice
Job enrichment or redesign 1987 61 11
1990 75 9
1993 83 18
1996 87 25 . ..
1997 . . 70 27
Self-managing work teams 1987 27 1
1990 47 1
1993 69 5
1996 78 9 . ..
1997 . . 30 8
Quiality circles 1987 60 10
1990 68 13
1993 66 15
1996 60 12 . ..
1997 . . 62 28
Employment participation groups other 1987 69 15
than quality circles 1990 87 22
1993 92 35
1996 94 38 . ..
1997 . . 74 27

Data not available.
a) Fortune 1 000 firms.
b) Large industrial companies.
Sources: United States: Lawler et al. (1998); Spain: data supplied by Professor Juan Antonio Marin Garcia, Universidad Politécnica de Valencia.

— Table 4.4. Percentage of workplaces in 1996 reporting selected management initiatives —
over the past three years?

. Installation of team-based  Greater involvement of lower  Flattening of management
Job rotation

work organisation level employees structures
Sweden 38 29 60 46
Denmark 28 40 10 42
Netherlands 9 9 46 47
Germany 7 20 19 30
France 6 30 44 21
United Kingdom 13 33 48 45
Ireland 10 27 32 23
Italy 13 28 24 10
Spain 14 34 33 .
Portugal 9 22 9 3
Unweighted average 15 27 33 29

Data not available (question asked was different).
a) Data for Italy refer to the three months prior to the survey.
Source: Secretariat calculations based on data from the EPOC survey, referring to workplaces with 50 or more employees.
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Table 4.5. Methods of employee involvement, Australia?
Percentage of firms reporting existence of practices

1990 1995
Quality circles 16 16
Joint consultative committees 20 44
Task forces or ad hoc joint committees 33 47
Employee representatives on board of managing directors 9 16
a) Data refer to workplaces with 50 or more employees.
Source: Morehead et al. (1997).
C. Comparisons of change frequently in Denmark, Sweden and the United Kingdom.

Figures for Italy and Portugal are a good deal lower.
Information on the extent of recent initiatives to . L
. ) ) : . For Australia, changes over time in the number of
extend the use of flexible working practices is available,

from the EPOC survey, which asked managers to reporlpdlcators related to the delegation of responsibility to

initiatives undertaken over the previous three year lower Ievel.employees are availaple from.comparisons of
(Table 4.4) in four areas, each of which correspond%he Australian Workplace Industrial Relations Surveys of
. ' ' . . ONAS1 990 and 1995 (Table 4.5). Over this period, while there
fairly closely to the four categories of flexible working was no change for quality circles, there was a substantial
practices set out in the introduction to this chapter. It ’

should be stressed that this information relates both to inir—Ise in the proportion of Australian workplaces reporting

L . . . . three other forms of employee involvement: joint consult-

tiatives to introduce flexible working practices as well as_ . . ] - ; )
. : ative committees; task forces ad hocjoint committees;

to extend the use of already-existing practites.

and employee representatives on board of managing
According to the EPOC data shown in Table 4.4, thedirectors. Increased use of a range of flexible working
highest figures for management initiatives in the area opractices, again with the exception of quality circles, can
job rotation are to be found in Sweden and Denmarkbe seen in Table 4.3, referring to Fortune 1 000 companies
While Germany was assessed above as likely to displajp the United States. The strongest increase is apparent for
comparatively high rates of job rotation compared withself-managing work teams, where the proportion of work-
France and the United Kingdom, this does not appear téorces reporting their use almost tripled between 1987
be the case for initiatives to introduce or extend the pracand 1996. However, the proportion of firms applying
tice. Here, both Germany and France, together with théhem to 40 per cent or more of their workforces remains
Netherlands and Portugal, have figures well below thosemall.
of the United Kingdom, which are close to the average for
the 10 countries. Most countries show lower figures forD. Summary of national patterns
the introduction or extension of job rotation than for team
working, where there is also comparatively little variation
overall.

There has been considerable debate as to the extent
to which national systems of workplace industrial rela-
tions and corporate governance are conducive to the

Despite its already very high figures for individual and spread of flexible working practices. Regalia (1995) has
group delegation, Sweden reports the highest level of initiaargued that two important dimensions of workplace indus-
tives for the involvement of lower level employees, followedtrial relations are, first, whether there is a normative
by France, the Netherlands and the United Kingdom. Théramework to support co-operative relationships between
countries with the lowest figures are Denmark and Portugakocial partners in workplaces and, second, the source of
with Germany also well below average. Recent initiatives taany such framework. The source may be located within
flatten management structures are reported comparativethe enterprise itself, or it may flow from a higher level,

7. In addition to information on initiatives to extend the use of flexible working practices, it is important to consider to what extent practaes are p
tially, or wholly abandoned. However, such information is sparse and must be treated with caution. Managers may be more reluctant to talk about
initiatives which have failed. This might be why many studies which have investigated this issue by direct questioning, such as those reported by
Wood and Albanese (1995), Storey (1995) and Bernard (1998), tend to find little evidence of the abandonment of most forms of flexible practices.
However, there is evidence, in addition to that from the CEO study cited below, of the abandonment of many quality circle schemes [see for exam-
ple, Boje and Winsor (1993); Hill (1995)]. It is possible that this issue will be clarified by means of the longitudinal workplace surveys which will
soon be available for analysis in a number of countries, including France and the United Kingdom.
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being based on legislation, general agreements betweémdustry, and whether or not a trade union is present —
the social partners, or some combination of the two. Aundoubtedly play a role in determining whether or not
refinement of this classification is to consider whether orparticular practices are adopted.

not there are institutional arrangements for works coun- The type of characteristics that can be examined as
cils. In addition, aspects of corporate governance might bgotential correlates of flexible work organisation practices
relevant.. In some countr'ies, such as Germany, quker réiinges on the research design. As Osterman (1995) has
resentatives may have rights to board membership, as pa{bted, studies of the prevalence of flexible workplace
of a “stakeholder” system of corporate governance. Inyractices generally fall into one of three areas, depending
other countries, such as the United Kingdom and th&, the main source of information. Case studies examin-
United States, which combine a “voluntarist” system ofinq in great detail the work organisation of one or a hand-
industrial relations with a “shareholder” approach to cor-,| of firms are at one end of the spectrum and, at the
porate governance, they have no such rights. opposite end, are nationally representative surveys asking
A close examination of the indicators used in thisa relatively small number of questions that are straightfor-
section suggests that none of these ways of classifyingard enough for the answers to be easily converted into
countries is capable of explaining the distribution of flexi- quantitative or qualitative variables. In between these two
ble working practices. For example, despite the similari-are studies examining a range of firms within a particular
ties in the workplace industrial relations systems inindustry or industries.
Germany and the Netherlands (both of which are subject |t is evident that there are advantages and disadvan-
to statutory regulation, and have works councils with cotages to each type of research, with the ability to general-
determination rights) the indicators show different pat-ise the results to a large portion of the economy coming at
terns — Germany displays more evidence of job rotationhe cost of richness of detail. As nationally representative
and the Netherlands, team working. However, both ofjatasets are the main sources used in this section to assess
these countries along with France, report comparativelyhe characteristics of establishments with flexible work
few management initiatives for either of these elements ofractices in place, the focus will be primarily on the kinds
job design. of variables that are available in such sources and these

A number of geographical patterns suggest themfactors are discussed below.
selves. There are some similarities in patterns within the
Nordic countries and the Southern European countries, fopize of the workplace

example. However, these similarities are not very deep. In. The size of a workplace is a dimension that has
general, for the Nordic countries, reports of flexible work- . -cived considerable attention in the economics and
ing in Sweden and Finland are substantially higher than igyanagement literature. It is likely to play a role in the
Denmark and Norway. Again, despite the similarities ingqoption of flexible practices, though the direction of the
the results for the Southern European countries of ltalyeffect is not cleara priori. If there are economies of scale

Portugal and Spain, there are considerable differenceg,yolved in implementing and maintaining the new prac-
such as the comparatively high figures for managemenices, |arger firms will be more likely to employ them.

initiatives to introduce team working in Spain. Larger employers may also possess advantages in terms of
In order to take the analysis further, the next sectiorhaving the resources available to make costly organisa-

examines the types of establishments in which initiativegional changes or in gathering information about the latest

for flexible working practices are most common. developments in management philosophy. Many of the
flexible practices stress the importance of improving
communication among employees. Such concerns may be
less pressing at smaller workplaces, where informal
contact among employees may be more frequent. Relat-
edly, (very) small employers are almost necessarily less
hierarchical than larger ones, lessening the need to take
measures to “flatten” the organisational structure.

A. Theory

Section | established the existence of substantial dif!ndUStry and ownership

ferences across countries in the incidence of flexible work The industry of a workplace may have an important
organisation practices. The characteristics of the workrelationship to human resources practices. Certain prod-
places themselves e.g.the size of the employer, the ucts and services may be better suited than others to the
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production styles to which the newer practices are comerganisation, though this may be more likely when the
plementary. Similarly, the technology in use and capitakource of the problem is considered to be internal [Pil and
intensity are also apt to be linked to human resourceMacDuffie (1996)]. Finally, the extent of foreign competi-
management. tion may have an effect distinct from that of domestic
Whether or not a workplace is privately-owned andcompetition, as the process of selling goods or s_ervices
whether or not it operates for profit also may influence thee}broad may increase the company’s exposure to innova-
types of work practices in place. As with size, however, it isions abroad, including those in the human resources
difficult to predict in advance the direction of these rela-aréna. But, as Osterman (1994) notes, the causality may
tionships. While the private sector is presumably the driv/Un in the opposite direction, with an improved perform-
ing force in OECD economies, not all private firms are on@Nc€ made possible by the new practices now enabling a
the cutting edge. Private firms have pressure to improv&fm to compete internationally.
their performance to maintain profitability, but public enti-
ties can face such pressures as well [Marsden (1996)]. Féndustrial relations
state-owned companies, moreover, additional resources

may be available to invest in the workforce. Such firms,, q Hur(;]antlresfo'zjhrcetp;actlfc_e(sj catn_ntl)t blet_cons_ld?rr]ed
government agencies, and, perhaps, non-profit firms ggaepenaently of the stale ot industrial relations in the
orkplace. The presence of works councils and trade

well, may be more apt to take measures that improve th¥° . e R
work environment for their employees, rather than only taKunions can foster or impede the likelihood of taking initia-

ing measures thought to improve performance directly. t'_VeS' For some e_mployegs, a works_ council may _be
viewed as a substitute for increased direct participation

[Addisonet al. (1997)]. In addition, in an atmosphere
where workers are highly suspicious of the motives of

A number of facets of the competition a workplace managers, unions may consider as threatening mecha-
faces are also likely to influence the human resourcegisms that encourage communication between managers
practices in place. Many of the innovative practices areand employees while bypassing the unions. In North
often viewed as less compatible with businesses thahmerica, where unions have been intertwined with an
compete to provide a simple product at the lowest possiblaternal labour market system under which the wage scale
cost and more compatible with competition on the basis ofs closely tied to a specific, narrowly-defined job rather
guality or variety, where businesses must differentiatehan to a worker’s skills and qualifications and where pro-
their products and modify them to meet specific customegression up the job ladder is often tied to seniority, a
needs. It is frequently assumed that stiff product markemovement toward more flexible ways of assigning work-
competition raises the rate of innovation, as managers arets requires, at a minimum, a major reorientation of union
workers are forced to work harder and smarter in order tahinking [Bélanger and Dumas (1998)]. In a climate of
stay in business. But, for taking initiatives with respect totrust between labour and management, however, trade
work organisation practices as with any innovations, sigunions may help rally workers to co-operate with manage-
nificant resources are required for successful implementanent’s efforts to improve the productivity of the work-
tion, suggesting that firms with above-average profits willplace. In fact, there are examples, such as in the steel and
find it easier to finance these types of organisationatextile industries in the United States, where unions have
changes. Companies that have recently lost ground ttaken a proactive approach to the reorganisation of work
their competitors may also consider adjustments to workAppelbaum and Berg (1997)].

Competition
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Characteristics of work Barriers to adoption

Bailey (1993) states three conditions that must hold  The discussion above suggests that whether and how
in order for alternative work practices to be able tomuch flexible work organisation practices improve the
improve the performance of the establishment: employeggserformance of a firm depend on various characteristics of
should possess knowledge or skills that the managers d@ie employer as well as the business environment. One
not have; employees are motivated to apply this skill andxplanation for why the use of these practices is not more
knowledge through what he terms “discretionary effort”; widespread, therefore, is that any benefits are highly
and the organisation is structured in such a way that thigependent on particular market and product characteris-
discretionary effort can be used in order to bring aboutics and thus in a substantial number of cases the gains
better performance. These considerations argue that, if thgill be small or non-existent [Bailey (1993)]. There is,
work is more complex, more variable and requires highehowever, a belief among some observers, particularly of
levels of skill, the innovative practices are more likely to the American scene, that the rate of adoption is lower than
be adopted.Some care must be taken, however, in examwhat would be predicted on the basis of where such prac-
ining this relationship, as the requirements of jobs mayices are likely to be profitable. This perceived failure to
not be something dictated by the technology or producthange organisationally when it would be beneficial to do
market conditions, but by a conscious human resourcgo has given rise to a literature seeking to explain this
strategy, of which the innovative work organisation prac-hehaviour [Levine and Tyson (1990); Appelbaum and

tices may be a part. Batt (1994); Levine (1995)]. One explanation focuses on
the reluctance on the part of managers to cede control and
Supporting human resource management practices responsibility to lower-level workers. Another, only appli-

- . . _cable in countries where equity markets play a dominant
The conditions laid out by Bailey (1993) also sug role and have a short-term focus, is that the financial mar-

gest that firms with human resource practices in place thq} i . : .
o . ets tend to view more favourably investments in physical
serve to recruit highly-skilled workers, ensure that such

) L S capital than harder-to-monitor, less tangible investments
workers continue to develop their skills via training and. : . . .
contribute to the motivation of these workers, will also be'" human qap|tal required to implement flexible work-
: . : .__place practices.
more likely to have adopted the innovative work organisa-
tion practices. For flexible work organisation practices to These arguments have been taken a step further to
have a positive impact on firm performance, a “bundle” ofsuggest that, owing to various market failures, the level of
complementary practices may need to be in place, whichdoption that would result if all firms chose the practices
will include both those practices that directly affect howthat maximise profits is still below that which is optimal
work is carried out, as well as supporting practices such afr society as a whole. For instance, it may be the case that
the existence of training, selective recruiting proceduresa traditionally-managed firm has lower productivity than
and contingent compensation practiceg(profit-sharing  its more flexible counterpart but may still earn higher
and skill-based pay) that serve to motivate workergrofits because its workers are in a weaker bargaining
[MacDuffie (1995)]. It is also important to bear in mind position and thus earn less. As a result, managers have an
that firms who have made substantial investments in theimcentive to resist adoption, even though the combined
workers and are looking for a strong commitment fromgains to the firm and the workers would be greater with
them, are likely to take steps to encourage a long-terrflexible practices in place. Another argument concerns the
employment relationship. Here, too, caution must be exerpossibility of market failure related to employee training,
cised in inferring that the pre-existence of complementarwhich many have argued causes firms in countries such as
resource practices facilitated adoption of new work organthe United States and the United Kingdom to train their
isation practices, rather than vice versa. workers too little [Lynch (1994)]. Assuming that

8. The research of Finegold and Wagner (1997), comparing the United States and Germany pump industries, provides an example of how the influ:
ence of the skill levels of jobs on the move toward work reorganisation may be mediated by a range of labour market institutions. Skilled American
workers were found to be less likely than their German counterparts to resist the movement toward teams, as most of the former did not come
through an apprenticeship programme and, partly as a result, identified themselves less with a particular craft and the accompanying dpecialised s
of skills.

9. Asthe relationship between skill requirements of jobs and work organisation indicates, difficult issues are raised in terms of which vauilables sh
be treated as exogenous and which as endogenous. The practice used here is to regard as exogenous those characteristics that are presum
beyond the control — at least over the short-term — of the managers who decide on human resources practices. These variables include the indust
and size of employer, the presence of trade unions and work councils, and whether or not a workplace is for-profit or state-owned. Characteristics
that measure some of the dimensions of work and human resource practices other than those of work organisation, though they will be used as inde
pendent variables, will be considered separately.
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Table 4.6. Flexible work organisation practices by workplace size
Percentages

A. EPOC: initiatives taken in the three years prior to the 1996 survey?2

Workplace size Flattening Greater involvement Installation At least one Average number
(numrt))er of employees) of management of lower level of team-based work Job rotation of the four initiatives of initiatives

ploy structures employees organisation (not percentage)
All 26.5 30.9 254 10.8 56.3 0.94
1-49 247 254 19.5 12.3 50.9 0.82
50-99 23.6 29.3 24.8 9.3 54.0 0.87
100-499 28.3 34.9 29.0 10.0 60.3 1.03
500-999 39.8 37.7 28.5 13.1 67.4 1.19
1 000+ 40.9 39.0 334 12.9 66.5 1.26

B. Australia: presence of practices, 1995

(anrrﬁf)learczfsg:wployees) Autonomous work groups Quality circles Team building Total quality management
All 43.0 13.2 47.2 36.6
20-49 415 10.6 43.3 30.5
50-99 45.4 13.7 45.8 37.2
100-199 41.2 18.4 55.4 44.0
200-499 47.1 16.4 60.9 53.5
500+ 48.2 224 61.7 69.2

C. Sweden: presence of practices, 1994

Workplace size

i b
(number of employees) Job rotation Teams
All 65.8 91.3
1-49 58.6 90.8
50-99 62.0 88.4
100-199 64.6 90.4
200-499 75.1 9.3
200+ 858 100.0

a) For ltaly, the three months prior to the survey in 1996.

b) The question pertains to whether any employees involved in direct production are organised in work teams. See Annex 4.A for the definition of direct
production.

Source: See Annex 4.A.

employers with the flexible practices need workers withvey will pick up those who have either recently introduced
higher levels of problem-solving and interpersonal skills,a practice or have made changes in the way this practice is
such firms may be put at a competitive disadvantage bymplemented, but may miss cases where a long-standing
the need to devote substantial resources to recruitment apdactice has not changed recently.

skill development to redress the “under-training” that has

occurred [Levine and Tyson (1990); Levine (1995)]. Size and industry

Table 4.6 shows by establishment size the tendency
of initiatives in the area of flexible workplace practices to

The new evidence presented in this subsectiomave been recently taken in the ten EU countries and, for
derives from an analysis of the EPOC survey of 10 EuroAustralia and Sweden, the prevalence of these practices.
pean nations as well as of data from national surveys oAmong the EU countries overall, it is apparent that the
Australia and Sweden (see Annex 4.A). As noted above, ibdds of having taken at least one initiative as well as the
is important to keep in mind the caveat that the EPOC suraverage number of initiatives tends to increase with size,
vey measures whether initiatives have been recently takehough not dramatically so. For instance, the proportion of
in the area of flexible work organisation practices, whileestablishments with at least one of the four practices being
other surveys note whether or not a practice is currently ironsidered here, ranges from 51 per cent for establish-
use. Of those workplaces with any such practice in placenents with fewer than 50 employees to 67 per cent for
at the time the questionnaire was filled out, the EPOC surthose with 1 000 or more workers. The likelihood of

B. Empirical evidence
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having each of the four individual practices tends to riseéndependent variable tend to be more likely to have a par-
with size class, though, in the case of job rotation, thdicular practice in place. The situation is analogous for the
relationship is quite weak. For Australia and Sweden, th@rdered logit, though, in that case, one can calculate the
likelihood of a practice already being in place tends to risempact of an independent variable with respect to the
with size, though the strength of this relationship variegprobability of having each possible number of practices.
with the practice. The EPOC data for all countries are pooled together for

Table 4.7 indicates that there is not much variationthis analysis.

across sectors in the EPOC countries in terms of the aver-  Table 4.8 shows the results for the “structural” char-
age number of initiatives taken, with the exception ofacteristics, which here include those relating to country,
construction (see Annex 4.A for definitions of sectors).size, industry, the existence of a collective bargaining
Though flexible practices tend to be more strongly associagreement, the presence of a works council, ownership,
ated in the business press with manufacturing than witlprofit status, and the presence of foreign competition (see
other industries, only for job rotation is the sector contain-Annex 4.A for a definition of these variables). Certain
ing manufacturing the one that has most frequently takeaspects of the industrial relations system in place are sig-
initiatives1° For Sweden, manufacturing is the clear nificantly associated with whether or not initiatives have
leader in the prevalence of job rotation and constructiomecently been taken. Establishments with works councils —
lags furthest behind, while for teams, construction is actumore precisely, those employers who have representatives
ally in the forefront, while the incidence rate for manufac- of the employees in the largest occupation group recog-
turing is about average for the economy as a whole. Fonised for consultation or joint decision-making at the
Australia, manufacturing has an above average prevaleneeorkplace — are more likely to have taken initiatives in all
rate in three out of four cases, while construction is actupractice areas, except for teams. These relationships lead
ally the leader in terms of the incidence of quality circlesto a similarly positive relationship with the variables for

and TQM. “any initiative” and the average number of initiatives. The
presence of a collective bargaining agreement also has a
Multivariate analysis significant relationship with these two summary variables,

with unionised workplaces more likely to have flattened

In order to incorporate the effects of more than onéy,qir management structure and to have installed téams.
set of independent variables at a time, logit analysis is

used to assess which factors are correlates of having taken 1 "€ €xistence of foreign competition does not
initiatives with respect to work practices in the past three?/Ways have a significant positive relationship with the
years. A standard dichotomous logit is run for each of thdaking of |n|t!at|ves; it is associated with a greater likeli-
four practices and for any of the practices, while anhood of having taken measures tp flatten management
ordered logit is used in the case where the dependent vagiructures and to enhance the involvement of non-
able is the number of practices where initiatives have beeRUP€rvisory employees, but the relationships with the
taken. Logit analysis is used in cases where the dependedt€" two initiatives are insignificant. Overall, though,
variable can take on only a small number of values. In th&Stablishments with foreign competitors were more likely
dichotomous logit used in this section, the value is 0 wheri® have taken any one initiative as well as to have taken a
no practice is in place and 1 when it is. For the orderedgr_eater number of initiatives, a finding that is consistent
logit, the values range from 0 to 4, representing theVith that of Osterman (1994).

number of practices in place. The coefficients for the Whether or not a workplace is private or state-
dichotomous logit indicate, all else equal, how a change imwned does not appear to have a strong effect on the exist-
one of the independent variables affects the likelihood of &nce of any of the four individual initiatives, though it
practice being observed, with a positive coefficient indi-does have a significant positive relationship with whether
cating that those workplaces with a higher value of theor not any initiative occurreé? Workplaces in the for-

10. Given that retail trade has a reputation for being behind in terms of innovative practices, it may seem surprising that the industry grodping inclu
ing it has an above-average rate for taking initatives. This grouping does, however, include other industries such as wholesale trade, which pas
research has shown has a relatively high incidence rate for the presence of these practices [@it#br(i098)].

11. The results are in contrast to those from the United States, with both Osterman (1994) and Gétlam@®98) having found no evidence of a
significant overall relationship between trade union presence and whether or not an employer had at least one of the practices under consideratior
though the latter did find that the presence of a labour union was positively related to some of the individual practices. One explanation for why the
American results differ is that American managers may employ certain human resource strategies in order to lessen the attraction of unions
[Kochanet al. (1986)].

12. This is driven by the fact that the variable for whether a workplace is a private one has a positive, though not statistically significashipelation
with whether or not there is a greater involvement of lower level employees, which is the most prevalent of all the initiatives.
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Table 4.7. Flexible work organisation practices by industry
Percentages

A. EPOC: initiatives taken in the three years prior to the 1996 survey @

. Average
. Greater Installation
| b Flattening of involvement  of team-based : At least one number
ndustry management £l level K Job rotation of the four of initiatives
structures or Jower feve work initiatives (not
employees organisation
percentage)
All 26.5 30.9 254 10.8 56.3 0.94
Mining and quarrying; manufacturing 27.3 33.0 24.9 13.8 57.5 0.99
Transport, storage and communication; electricity,
gas and water 313 29.1 21.8 124 62.2 0.95
Finance, insurance, real estate and business
services 225 29.1 26.4 7.6 56.3 0.86
Community, social and personal services 21.3 30.7 255 7.8 55.6 0.85
Wholesale and retail trade, restaurants and hotels 31.6 339 30.0 11.4 58.6 1.07
Construction 19.8 15.1 155 3.6 389 0.54
B. Australia: presence of practices, 1995
Autonomous R . Total quality
work groups Quiality circles Team building management
All 43 13 47 37
Mining; manufacturing 47 21 40 39
Transport and storage; communication services; electricity,
gas and water supply 40 18 51 44
Finance and insurance; property and business services 49 16 48 45
Health and community services; education; cultural
and recreational services; personal and other services;
government administration 51 9 49 33
Wholesale and retail trade; accommodation, cafes, restaurants 28 9 49 32
Construction 45 25 41 55
C. Sweden: presence of practices, 1994
Job rotation Teams®
All 66.0 90.8
Manufacturing 79.9 90.5
Communication 53.1 89.5
Finance 47.7 91.0
Trade 61.5 88.4
Construction 435 97.6

a) For Italy, the three months prior to the survey in 1996.

b) Differences in terminology are due to differences in national classifications.

¢) The question pertains to whether any employees involved in direct production are organised in work teams. See Annex 4.A for the definition of direct
production.

Source: See Annex 4.A.
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Table 4.8. Correlates of initiatives in flexible work organisation practices?

Structural variables

Flexible work organisation practice

Flattening of Greater Installation of
9 involvement  team-based . At least Number
management Job rotation - .
structures b of lower level W(_)rk ) one practice of practices
employees organisation
Private company 0.028 0.096 -0.169 -0.125 0.258** 0.012
0.148 0.127 0.127 0.185 0.118 0.105
Workplace active in the profit sector 0.164 -0.092 —0.387*** 0.269 0.108 -0.069
0.151 0.133 0.136 0.194 0.125 0.109
Collective labour agreement binding 0.228** 0.167 0.269** -0.039 0.170* 0.185**
in the workplace 0.101 0.102 0.107 0.146 0.094 0.082
Foreign competition for workplace products 0.572*** 0.281*** 0.005 0.181 0.183** 0.299***
0.089 0.082 0.083 0.116 0.075 0.067
Works council representation 0.179** 0.319*** 0.021 0.355*** 0.195*** 0.240%***
0.086 0.078 0.080 0.112 0.071 0.064
Number of observations¢ 4 244 4 640 4 640 4 640 4 640 4 640

a) Estimates in the last column are based on the ordered logit model and in the other columns, on a standard dichotomous logit model.
Structural variables also include controls for country, establishment size and economic sector.
*** ** and * indicate significance at the 1%, 5% and 10% levels respectively, asymptotic standard errors are in italics.
For each model, the likelihood ratio test indicated that the explanatory variables are jointly significant at the 1% level.

b) Spain was excluded from the regression.

¢) Because of non-responses to some questions, the number of observations varies and is less than the sample size of 5 786.

Source: Secretariat estimates based on the EPOC survey 1996, see Annex 4.A.

Flattening of
management
structures?

Greater
involvement of
lower level
employees

Installation of
team-based
work
organisation

Job
rotation

Chart 4.1. Effect of changes in structural variables on the probability
of having taken initiatives in flexible work organisation practices a

15.8
19.1

18.3

[ Benchmark
[ Collective labour agreement binding in the workplace
Works council representation

25.0 Foreign competition for workplace products

215
24.5

27.4
26.7

a) Probabilities were calculated using the coefficients and, except for the
three structural variables shown in the chart, the means of the variables
from the regressions reported in Table 4.8. In the benchmark probability,
the three structural variables are set at zero and in the other cases, the
appropriate variable is set to one. So, for example, the probability that
a workplace introduced flattening of management structures is: 15.8%
for workplaces with no collective labour agreement binding, no works
council representation and no foreign competition for products (the
benchmark); 19.1% for workplaces with a collective labour agreement
binding but no works council representation and no foreign competition;
18.3% for workplaces with works council representation but no binding
collective agreement and no foreign competition; 25% for workplaces
with foreign competition for products but no binding collective agreement
and no works council representation.

b) Spain was excluded from the regression.

30 40 Source: Secretariat estimates based on the EPOC survey 1996, see
% Annex 4.A.

25.5
211
20.9

7.9
7.6

o
=
1S
n
S



New Enterprise Work Practices and their Labour Market Implicatiod9+

profit sector do not appear to be significantly differentexplaining the adoption of flexible practicéslt is evi-
than their non-profit counterparts in taking initiatives in dent as well, given the large variation across countries,
work practices. This finding is also apparent from a morethat a range of nation-wide factors also play a major role,
detailed investigation of the ASTD data presented insuch as differences in management culture, industrial rela-
Table 4.2. tions systems, labour law and public policy.

Chart 4.1 illustrates the quantitative relationship Does the kind of work being performed affect the
between the probability of having taken an initiative andlikelihood of observing recent initiatives? To test this
the three structural variables found to be most importantotion, the specifications summarised in Table 4.8 are
in the regressions of Table 4.8, those relating to tradeugmented by a set of variables describing the characteris-
unions, works councils and foreign competition. For eacttics of work. The results are shown in Table 4.10 (see
initiative, the chart shows, as a benchmark, the predictediso Chart 4.2 for an indication of the quantitative impact
probability for a hypothetical workplace that has averageof these variables). When the largest group of non-
values for all characteristics other than these three variananagerial employees is production employees, the work-
bles, but is not bound by a collective labour agreementplace is more likely to have taken initiatives to flatten the
has no works council representation and faces no foreighierarchical structure and to enhance lower level involve-
competition. This probability is then recalculated threement, but this is not the case for measures related to teams
times, in each case changing one of these three dichotand job rotation. This finding is slightly at odds with that
mous variables to its opposite, but leaving the other®f Osterman (1994) for the United States, who found that
unchanged. in workplaces where “blue-collar” employees are the
Ij‘core“ employee group, establishments were less likely to

As an example, the chart indicates that the probabi . i i )
have teams in place, but more likely to have job rotation.

ity that this hypothetical employer will have taken an initi-
ative to flatten the management structure is 0.16. The One of the conditions noted above for innovative

corresponding probability for a workplace with the samework practices to be effective — that workers should have
characteristics except that a collective labour agreement lsnowledge and skills that managers do not have — sug-
in effect is 0.19. gests that the practices are more likely to be in place when

A key issue is whether the influence of these struc—the work is complex. Some support for this notion is

tural characteristics is important in explaining thefound. Two variables that are suggestive of the complexity

observed differences in the prevalence of initiatives acrosgf a job —whether yvork involves a range of dlffere.nt t.a.sks
countries discussed in Section I. Table 4.9 shows for eacﬂnd whether recruits need to be trained — have significant

of the four initiatives, the probability for workplaces in associations with both the number of initiatives and

each country of having taken an initiative, before and aﬁeyvhether or not any initiatives at all have been taken. Both

the inclusion of the other structural variables. In other®€ mportant predictors of whether workplaces have

words, the first column of each pair shows the “raw” recently taken initiatives to flatten the management struc-

probability of having taken an initiative, while the secondturte atndcto |.n\€ol\f[e I'(t)r\:vtehr' level I((arrllployees to ? greater
estimates what these probabilities would be if the charac>XteNt. onsistent with this, workpiaces where 1ew or no
ualifications are required are less likely to have flattened

teristics of the workplaces for each country were the samé ™", i struct dtoh installed t
as the average for all countries combined. What is strikin%e'r management structure and o have instafied team-

is that the structural variables, even though in many cas f;gef work lorga;'tiatt'otﬂ' Inkr_a"rlelattlad f:cr!drg, Osterma_m
important predictors of the initiatives, explain very little ) conclude at the skill Ievels ot Jobs were posi-

with respect to the cross-country differences. Owing in'uvely related to the presence of the innovative practices.

part to a broad similarity in the distribution of workplace Finally, it is of interest to examine the relationship
characteristics across nations, the probabilities changeetween various supporting human resources practices
very slightly and there are few changes in rank. In generaland the initiatives concerning work organisation. EPOC
despite the presence of a number of significant relationasks a number of questions about the availability for the
ships, the explanatory power of the regressions in theskargest occupational group of incentive compensation
sections are very low, indicating the potential importanceschemes that are thought to motivate workers: whether
of factors not measured in the datag.a workplace’s components of pay reflect skill; whether bonuses are
business strategy or the type of technology in place, imelated to individual attitude; whether bonuses are related

13. As an example, using a linear probability model, where the measure of fit is more easily interpretable than for the logit models, the adjusted R-
squared for the probability of having taken an initiative to flatten the management structure rises from 0.065 with country dummies being the only
explanatory variables to 0.105, when controls for size, sector, private ownership, for profit, works councils and trade unions are included.
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— Table 4.9. Cross-country differences in the probability of having taken an initiative ——
in flexible work organisation practices?
Percentages

Flexible work organisation practice

Flattening of management | Greater involvement of lower Installation of team-based Job rotation
structures ® level employees work organisation
Country only¢ \?;:il;)t;g‘lj Country only¢ 3;:?;;;;?!, Country only¢ 5;:?;;;;?2 Country only¢ \?at;?;;;gld
Denmark 44 45 10 11 43 45 24 23
France 20 19 40 39 26 24 6 6
Germany 31 30 18 17 18 17 7 6
Ireland 18 18 31 36 22 25 7 7
Italy 9 7 25 22 29 28 13 12
Netherlands 38 40 46 52 8 8 7 7
Portugal 3 3 10 12 22 23 11 11
Spain . . 35 31 40 38 17 15
Sweden 41 41 58 62 24 24 34 33
United Kingdom 48 51 51 54 39 42 16 16
Number of observations € 4 244 4 244 4 640 4 640 4 640 4 640 4 640 4 640

.. Data not available.

a) Probabilities have been calculated using the estimated coefficients from the dichotomous logit model and the means of the explanatory variables, other
than the country dummies. Italy was included in the regressions but results are not presented since the time frame was only three months instead of
three years.

b) Spain was excluded from the regressions.

¢) Explanatory variables are country dummies only.

d) Explanatory variables are those in Table 4.8.

e) Because of non-responses to some questions, the number of observations varies and is less than the sample size of 5 786.

Source: Secretariat estimates based on the EPOC survey 1996, see Annex 4.A.

to individual volume of output; whether bonuses aretionship with flattening, but a negative one with job rota-
related to team volume of output; whether profit-sharingtion. In general, the results for large-scale surveys from
schemes are available; and whether share-ownershtpe United States are consistent with these results. Both
schemes exist. To examine these relationships, variabl€3sterman (1994) and Gittlemat al. (1998) found a pos-
summarising compensation schemes are added to thitéve relationship between pay for skill and profit-sharing
specifications and the set describing characteristics ofith the presence of flexible workplace practices.

work is removed. Though the cross-sectional data do not |, g, the results of this section suggest that size,
allow mfgrence§ about causat!on, a f'”O,"”g that the Pres; dustry and the kind of industrial relations system present
ence of incentive Compgnsatlon pI’aCtIF:ES'IS correllate the workplace all are related to whether or not an
with the presence of flexible work organisation practices,

Id b . ith th . hat th mployer will adopt particular work organisation prac-
\;I)vlztrjnentzg/onSIStent with the notion that the two are comy;eqg |y addition, those workplaces with certain types of

incentive compensation schemes in place also tend to
In general, this hypothesis is supported by the EPO®dave higher incidence rates. Much remains unexplained,

data (see Table 4.11 and Chart 4.3). The compensatiofowever, suggesting the need to supplement the examina-

practices that have the most consistent relationship ttion of nationally-representative datasets with that of more

work practice initiatives are profit-sharing and the linkagenarrowly focused, but more detailed industry and case

of pay to skills. The variable for team bonuses is posi-studies.

tively related to initiatives for teams and employee

involvement. Perhaps reflecting that bonuses for individ-

ual output may not be consistent with the more co-

operative atmosphere desired under the new practices,

however, the coefficient for the existence of such bonuses

is not significant in any of the regressions for the individ- Are there certain combinations of flexible work

ual initiatives. Finally, the results for employee sharepractices that are frequently observed or do they tend to be

ownership are mixed, having a significant positive rela-implemented in isolation? Two variants of this question
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Table 4.10. Correlates of initiatives in flexible work organisation practices?
Structural variables and characteristics of work

Flexible work organisation practice

Greater

Flattening Installation

of management involvement of team-based Job rotation At Ieast_ Numb_er
of lower level one practice of practices
structures employees work organisation P P
Production workers 0.284** 0.305** -0.010 0.250 0.082 0.210**
0.139 0.129 0.134 0.185 0.118 0.104
Range of tasks 0.567*** 0.293*** 0.082 -0.121 0.273*** 0.316***
0.106 0.099 0.102 0.135 0.090 0.080
Technology independent —-0.082 0.079 0.239*** -0.117 -0.124 0.007
0.096 0.087 0.090 0.124 0.081 0.072
Team activity 0.041 0.172** 0.463*** 0.273** 0.290*** 0.318***
0.094 0.086 0.090 0.123 0.081 0.071
Low qualifications -0.278** -0.111 —0.340*** -0.067 -0.141 —0.255***
0.120 0.107 0.114 0.153 0.098 0.087
Recruits need training 0.196** 0.511*** 0.154 0.141 0.173** 0.319***
0.096 0.092 0.094 0.131 0.082 0.073
Number of observations¢ 2977 3190 3190 3190 3190 3190

a) Estimates in the last column are based on the ordered logit model and in the other columns, on the dichotomous logit model.
All regressions include the structural variables in Table 4.8.
**% ** and * indicate significance at the 1%, 5% and 10% levels respectively, asymptotic standard errors are in italics.
For each model, the likelihood ratio test indicated that the explanatory variables are jointly significant at the 1% level.
b) Spain was excluded from the regression.
¢) Because of non-responses to some questions, the number of observations varies and is less than the sample size of 5 786.
Source: Secretariat estimates based on the EPOC survey 1996, see Annex 4.A.

have been addressed in the literature. The first considers  This search for combinations is also motivated by the
work organisation practices separately from other humansiew in the management literature that the “organisational
resource management practices and is motivated in paldgic” of a firm and, thus, its optimal “bundle” of human
by an attempt to make more precise the definition of aesource practices will depend on the type of production sys-
“transformed” or “high-performance” workplace tem in place é.g.mass versus flexible production in manu-
[Osterman (1994)]. That is, is the presence of a singldacturing), and by a theoretical literature in economics on the
alternative practice sufficient to be considered a membecomplementarities that may result when certain practices are
of these categories, or are a certain number or combinatsed in combination [MacDuffie (1995); Ichniowski al.
tion of practices required? (1997)]. Similar notions are sometimes expressed in terms of
the importance of both “internal fit”, where various elements
a?f the HRM system reinforce each other, and “external fit”,
ere the HRM system is appropriate for a firm’s overall
only combinations of work organisation practices, putStrategy [Becker and Huselid (19.9.8)]' Asa simple example
also how these fit with related policies for compensationmc acase whe_,re complementarmes do not_ exist or where
there is poor “internal fit”, Becker and Huselid (1998) offer

recruitment, training and job security. Analysts have here iob struct based on but i
sought to determine whether employers can be groupeta]e case where Job structures are based on teams, but incen-

based on whether these work systems as a whole are} € ;ystems and career opportunities are linked solely to
accord with the stylised models found in the literature. FOImd'VIdual performance.

instance, Appelbaum and Batt (1994) enumerate the sets  An examination of Table 4.12 provides some evi-
of workplace policies that correspond to the “Americandence relating to the first variant of the question, whether
Human Resource, the Swedish Sociotechnical Systemsertain combinations of work organisation practices are
the Japanese Lean Production, the Italian Flexiblelominant. While the idea that there may be complementa-
Specialization and the German Diversified Qualityrities among such policies is implicit in some of the litera-
Production Models”. ture, this notion probably is more meaningful when

The second takes a more comprehensive look
human resource management systems, examining n
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Chart 4.2. Effect of changes in characteristics of work on the probability
of having taken initiatives in flexible work organisation practices a

B Benchmark

16.6 I Range of tasks
Flattening of
19

25.9
management 4 Recruits need training
structures? ’
13.1 Low qualifications
m
Greater
involvement of 258
lower level 30.2
employees 18.8
Installation of 226
llse:ma-lblgge% 24.1 a) Probabilities were calculated using the coefficients and, except for the
work 254 three work characteristics shown in the chart, the means of the variables

from the regressions reported in Table 4.10. In the benchmark probability,
17.2 the three work characteristics variables are set at zero and in the other
cases, the appropriate variable is set to one. So, for example, the
probability that a workplace introduced flattening of management structures

05 is: 16.6% for workplaces with no range of tasks, no recruits who need
- ) training and where qualifications are not low (the benchmark); 25.9% for
8.5
10.8

organisation

workplaces with a range of tasks, but no recruits who need training and
where qualifications are not low; 19.4% for workplaces where recruits
need training but there is no range of tasks and qualifications are not
9.0 low; 13.1% for workplaces where qualifications are low but there is no
range of tasks and no recruits who need training.
b) Spain was excluded from the regression.
10 20 30 40 Source: Secretariat estimates based on the EPOC survey 1996, see
% Annex 4.A.

Job
rotation

o

considering human resource systems as a whole, wherestance, it is more common to have a two-practice com-
complementarities may exist both among the varioudination of TQM and teams and a three-practice combina-
component HRM practices and between the system astan of TQM, teams and autonomous work groups than it
whole and the firm’s business strategy. Though certains to have TQM by itself. And even though quality circles
work organisation practices may be complements in somappear in only 13 per cent of the workplaces, they too are
settings, they may be substitutes in others. For instance, ihore likely to be present in various combinations than by
employees work together in teams, there may be littlehemselves. Even so, as the most prevalent “combinations
need to exchange ideas via quality circles. of practices” are work groups and teams on their own, and
The second column of Table 4.12 making use ofneither is present in more than 13 per cent of the establish-

EPOC data, indicates that, if establishments have takeéRents, one would be hard-pressed to speak of a particular
recent initiatives in the area of work organisation, it isS€t Of practices as being characteristic of the “trans-
likely that they have done so in only one or at most twoformed” workplace. Osterman (1994) and Gittlenearal.
areas. That is, of the 56 per cent of workplaces that hat998) found a similar lack of dominant combinations in
taken any initiative at all in the past three years,the” .exammatlon of flexible work practices used by
46 per cent took only one or two initiatives, while only American employers.

about 2 per cent took steps in all four areas. Partly as a

result, an examination of the prevalence of different

combinations of practices reveals no obvious patterns.

The data for Australia, in the third column of
Table 4.12, focus on combinations of practices in place,
rather than on initiatives recently taken. In part because A thorough-going reorganisation of work can lead to
nearly three-quarters of the sample had at least one praeddespread changes affecting numerous dimensions of
tice in place, it is easier to find significant numbers of work —e.g.compensation, skill requirements, degree of
workplaces with particular combinations of practices. Forautonomy, the pace of work, and the extent of job
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Table 4.11. Correlates of initiatives in flexible work organisation practices? ——
Structural and compensation variables

Flexible work organisation practice

Greater

Flattening involvement Installation At least Number
of management of lower level of team-based Job rotation one practice of practices
structures ® employees work organisation P P
Pay for skill 0.203** 0.134* 0.260*** 0.434*** 0.207*** 0.327***
0.086 0.079 0.082 0112 0.075 0.065
Attitude bonus 0.145 0.186* 0.066 0.423*** 0.195** 0.244***
0.103 0.100 0.103 0.134 0.094 0.081
Individual volume bonus 0.145 -0.069 0.053 -0.144 0.164* 0.067
0.097 0.093 0.093 0.131 0.086 0.074
Team volume bonus 0.003 0.356*** 0.424*** 0.204 0.457*** 0.370***
0.103 0.093 0.093 0.125 0.093 0.077
Profit sharing 0.237** 0.656*** 0.435*** 0.266* 0.367*** 0.561***
0.102 0.096 0.101 0.138 0.099 0.083
Share ownership 0.377*** 0.208 0.090 -0.410** 0.218 0.257**
0.141 0.132 0.134 0.198 0.144 0113
Number of observations® 3 826 4182 4182 4182 4182 4182

a) Estimates in the last column are based on the ordered logit model and in the other columns, on the dichotomous logit model.
All regressions include the structural variables in Table 4.8 and control for whether production workers are the largest occupational group.
*** ** and * indicate significance at the 1%, 5% and 10% levels respectively, asymptotic standard errors are in italics.
For each model, the likelihood ratio test indicated that the explanatory variables are jointly significant at the 1% level.

b) Spain was excluded from the regression.

¢) Because of non-responses to some questions, the number of observations varies and is less than the sample size of 5 786.

Source: Secretariat estimates based on the EPOC survey 1996, see Annex 4.A.

security — which may cause changes in job satisfactionyorkers. Other rationales for paying higher wages in the
the rate of absenteeism, the extent of friction betweempresence of flexible work organisation practices are
managers and workers, the rate of job turnover and thelosely linked to those stressed in the “efficiency wage”
like. On balance, the evidence suggests that firms caliterature, where wage premia are justified in terms of
improve their performance with the introduction of flexi- boosting worker effort, reducing turnover, attracting the
ble work organisation practices, though the question obest workers and improving morale [Groshen (1991)].
whether workers also benefit has been little studied. The
need for more evidence on this issue is all the more Presss requirements of jobs
ing in light of the divergent views on the impact that these
practices will have on the workforce. In this section, . .
hypotheses about the potential impacts of these practices Another channel through which compensation may
B affected by flexible work practices is through the influ-

on workers are discussed and then the empirical EMdenceence of the latter on the skills required of workers. If the

is examined. . ) ) . .
introduction of new practices increases the skills
demanded, this may lead to higher productivity and higher

A. Theory .
wages. The new work systems are also predicted by many

. to lead to jobs with a greater variety of tasks; greater indi-

Compensation

vidual autonomy; and jobs with higher levels of empower-
Do workers benefit financially from the presence of ment as non-managerial employees make decisions which
innovative human resource practices? If these practicesere previously the prerogative of managers [Handel
actually raise the productivity of a firm and if this (1998); Cappelli and Rogovsky (1994)]. In order to raise
improvement is not matched by its competitors, the prothe level of skills, additional training is thought to be
ductivity gains will be translated into higher profits and needed, an example of a supporting human resource prac-
higher employee compensation, with the share going ttice. It is, of course, possible that significant numbers of
each depending in part on the bargaining power of théhe new, more highly skilled jobs will go to workers who
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Chart 4.3. Effect of changes in compensation variables on the probability
of having taken initiatives in flexible work organisation practices a

[ Benchmark
21.6 I Pay for skill

Flattening of 225:9 [ Profit sharing
masr;ﬁlgc?migz 7 Team volume bonus
24.2 Attitude bonus
24.1
Greater 26.7
involvement of 38.0
fover v
ploy 27.7
Installation of 19.8 a) Probabilities were calculated using the coefficients and, except for the
team-based 24.2 four compensation variables shown in the chart, the means of the
work 27.6 variables from the regressions reported in Table 4.11. In the benchmark
organisation 27.4 probability, the four compensation variables are set at zero and in the
20.8 other cases, the appropriate variable is set to one. So, for example, the

probability that a workplace introduced flattening of management structures
is: 21.6% for workplaces with no pay for skill, no profit sharing, no team
6.6 volume bonus and no attitude bonus (the benchmark); 25.2% for
i workplaces with pay for skill, but no profit sharing, no team volume bonus
- 9.9 and no attitude bonus; 25.9% for workplaces with profit sharing but no
8.5 pay for skill, no team volume bonus and no attitude bonus; 21.7% for
8.0 workplaces with a team volume bonus but no pay for skill, no profit
9.8 sharing and no attitude bonus; 24.2% for workplaces with an attitude
bonus but no pay for skill, no profit sharing and no team volume bonus.
b) Spain was excluded from the regression.
10 20 30 40 Source: Secretariat estimates based on the EPOC survey 1996, see
% Annex 4.A.
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had been employed elsewhere rather than to retrainddvel workers — either individually or as teams — implies
incumbent workers. that their jobs may be lost or their status downgratfed.

' As !s the case with predicting the impact; of theJob satisfaction

introduction of new technologies, however, there is ample

reason to be cautious about predicting that the adoption of ~ Proponents of flexible workplace practices assert
the flexible practices will raise skill levels across thethat workers will achieve greater satisfaction on the job,
board and that most or all workers will benefit. Cappelliand that this will help to reduce absenteeism and turnover.
(1996) suggests that the expectations that skill demand3ne prominent model speaks of five core task attributes
will be increased may be more appropriate for productiorthat are linked to job satisfaction: that the job requires a
workers than for their supervisors. Supervisors may serveariety of skills; that the job involves completion of an
as teachers and monitors of employees, on the one hanidentifiable piece of work; that the job has a significant
and also as “lead workers”, functioning alongside producimpact on others; that the job provides the worker with
tion workers. If the new practices raise the skill levels ofautonomy; and that the worker receives feedback about
production workers, supervisors will face fewer demandgerformance [Appelbaum and Berg (1997)]. Increased
for monitoring, but may find themselves facing increasedlexibility of work organisation has the potential to move
demands in their function as lead workers, as the skillshe worker towards greater satisfaction along many, if not
and abilities of the workers being supervised increase. Faill, of these dimensions. There are reasons to suspect,
other supervisors, the shifting of additional tasks to lowerhowever, that the changes in work life resulting from

14. Cappelli and Rogovsky (1994) offer a concrete example for scepticism about the extent to which the skill requirements of jobs are raised by
changes in work organisation. In the New United Motors (NUMMI) joint venture between Toyota and General Motors, some of the tasks previ-
ously performed by industrial engineers were relegated to production teams. But, using the example of statistical process control tecteiques, thes
authors argue that it is not necessary for every worker to understand every aspect of the technique: “If one person understands the notion of confi
dence limits in making statistical inferences, another can read the charts, and a third knows the machine tools well enough to troubleshoot when the
problems have been identified, together they have a team that can make the technique work” (pp. 212-213).
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— Table 4.12. Percentage distribution of number of flexible work organisation practices —

Initiatives taken in the 3 years prior to the 1996

Number of practices survey, EPOC countries 2

Practices present, Australia, 1995

0 43.6 24.3
1 29.4 32.8
2 16.5 255
3 8.5 13.4
4 1.9 4.0

a) Spain is excluded because of a mistranslation in the question about flattening of management structures. Italy is excluded because the time frame is three
months rather than three years. Initiatives under consideration are those relating to a flattening of management structures, greater involvement of lower
level employees, installing of team-based work organisation and job rotation.

b) Practices under consideration are autonomous work groups, quality circles, team building and total quality management.

Source: See Annex 4.A.

these practices may not be universally positive. For soming considerations [Kruse (1998)]. One hypothesis is that
workers, the increased responsibility may be unwanted. Ifiexible workplace practices will help slow any movement
addition, some of the innovations connected with “leantowards a “contingent” workforce, as the increased “func-
production”, such as “just-in-time” inventory systems, tional flexibility” implied by teams, job rotation, flexible
which are designed to eliminate the buffers or intermedijob design and other practices, enables workers to shift
ate products between work groups, may also lead tito different tasks and lessens reliance on “numerical”
increased stress and faster work pace as work groups se&xibility, i.e. changes in the numbers of employees
to ensure that their performance does not delay the workincluding sub-contracted and temporary workers) and
of other groups downstream [Cappelli and Rogovskytheir hours.

(1994); Parker and Slaughter (1993)]. However, there may be little reason to expect that

the need for increased employment stability will encom-
pass all workers. Instead, this relationship may only be

In a number of OECD countries. there has beed’mportant for a group of selected workers, suggesting that
much discussion about the extent to \,/vhich firms havé'nnovative practices may not reduce the need for reliance

shifted away from reliance on permanent workers an®n “numerical” flexibility or, in fact, could increase it, as

moved in the direction of part-time, temporary, contingent!'MS Seek to protect the core group of workers in whom
and contract workers [see Chapter 1; OECD (1Pén they have made large investments [Marsden (1996)].

the United States, analysis has centred around the ques- N .

tion of whether internal labour markétsare in decline B. Empirical evidence

and being replaced by market-mediated arrangements
with workers outside the firm [Abraham (1990)]. In
Britain, there has been an active debate about the extent

Functional and numerical flexibility

Here, new evidence on the relationship between

{Ict)axible work practices and selected labour market out-

. W X R . comes is presented, using the EPOC survey as well as data

which a “core-periphery” model of employment is rele- ; . :

vant [Atkinson and Meager (1986)]. from surveys represenFatNe of single nat|on$. Among the

latter, the 1995 Australian Workplace Industrial Relations

Though the question of movement toward a moresurvey (AWIRS95) and the US Survey of Employer-Pro-

contingent and insecure workforce is hotly debated, it is/ided Training (SEPT95) contain components addressed

also of considerable interest to examine the controversiajoth to employers and to employees (see Annex 4.A). The

question of what, if any, influence a movement to moreresults derived from the employer and employee surveys

flexible workplace practices might have on the stability ofare presented separately in Tables 4.13 and 4.14.

employment relationships. It should be noted that hypoth-

eses in these areas tend to have a weaker theoretic@bmpensation

foundation than those connecting profit-sharing to

employment stability, for instance, where the structure of As a first cut, mean earnings were calculated by

the compensation package itself may affect hiring and firworkplace (Australia and the United States) and by

15. Groshen and Levine (1998) define internal labour markets as being characterised by: “long-term commitments between employers and employee
defined career paths, limited ports of entry for each career path, wages tied to job (rather than personal) characteristics, and pay structures the
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Table 4.13. Mean values for labour market outcomes by presence
of flexible work organisation practices
Australia, 1995

Autonomous Quality circles Team building Total quality Any practices
work groups management
No Yes No Yes No Yes No Yes No Yes

Workplace survey
Full-time average workplace weekly earnings (A$) 650* 682 665 655 659 668 665 660 646 669

Voluntary labour turnover (%) 21* 15 20 13 18 20 17 21 19 19
Absenteeism (%) 2.6 2.6 2.6 25 2.6 2.6 2.6 2.6 25 2.6
Formal training provided (%) 62** 75 66** 79 62** 75 62** 78 55%* 72
Employment growth (%) 5.1 3.8 4.7 3.6 3.8 5.4 4.0 55 11 5.7
Part-time employees (%) 31+ 21 29*%* 21 28 29 30 26 32* 27
Non-core workers (%) 25** 20 24* 18 23 23 24* 21 27%* 22
Dismissals (%) 2.4* 1.7 2.1 2.3 2.2 2.0 2.0 2.3 18 2.2
Employee survey
Job is satisfying@ 151 1.49 1.50** 1.54 1.50 1.51 1.50 151 1.52 1.50
Lot of effort required? 1.86** 1.88 1.87 1.87 1.87 1.87 1.87 1.87 1.86 1.87
Job is stressful 2 1.14** 1.17 1.15 1.18 1.16 1.14 1.14 1.17 1.11** 1.16
Post-secondary education (%) 48** 54 50* 53 52* 50 50** 52 46** 52
Received job training over last 12 months (%) 64** 67 65* 67 61** 68 63** 67 59** 66
Do different tasks? 1.75** 1.78 1.76* 1.78 1.76 1.76 1.76 1.77 174  1.77
Feel insecure about job? 0.86* 0.89 0.86** 0.91 0.87 0.87 0.85** 0.89 0.84* 0.88
Job tenure (years) 6.0 6.1 6.0* 6.1 6.0 6.1 5.6** 6.5 5.9 6.1
Part-time (%) 25** 20 24** 20 23 23 26** 19 27** 22

*  Differences are significant at the 5 per cent level.

** Differences are significant at the 1 per cent level.

a) Theoretically, scores may range from 0 to 2, with 0 meaning that all respondents disagreed with the statement and 2 meaning that all respondents agreed.
Source and definitions of labour market outcomes: See Annex 4.A.

worker (United States only), by whether or not the work-when one of the flexible work organisation practices is in
place has adopted a particular work practice. In Australiaplace than when it is not.

average WeeI.<Iy earnings for. full-time employees are not Two studies by Cappelli (1996, 1998) also consider
significantly different depending on whether or not a prac+ne jmplications of the use of innovative work practices on

tice is in place, except in the case of autonomous workyaqes. His analysis make use of a representative sample
groups. In the United States, average establishmenjs ihe ynited States’ establishments with 20 or more
monthly wages are significantly different for f|\{e of the employees, which contains several measures of work
seven practices. Of the former, the wages are higher in & anisation (the percentage of non-managerial and non-
cases, except for that of job rotation. The Ame”ca”supervisory employees in self-managed teams, the num-
results from Table 4.14 also suggest that hourly wages fQfq of jevels between a first-line supervisor and the top

workers tend to be higher in establishments where flexiblesiia| the presence of a formal TQM program and the

practices are in placg. employee/supervisor ratio or span of control). After
On the other hand, Handel and Gittleman (forthcom-controlling for industry, size and other firm characteris-
ing) have examined the relationship between practices artits, employee attributes, and the importance of various
wages of American employers using this SEPT95 datatraits in hiring, Cappelli (1998) finds that TQM is associ-
base and find, after controlling for other factors that mayated with higher average annual salaries for supervisors,
influence wages, that very few significant differencesproduction workers, managers, and technicians, though
remain. That is, neither average wages by establishmenbt for clerical workers. Self-managed teams is the only
nor hourly wages for individuals are consistently higherother work organisation variable to have a significant rela-

16. As with any cross-sectional relationship, the finding of a significant correlation is consistent with the practices having raised wagesgeigher
having encouraged the adoption of the practices, or both the practices and wages being correlated with a third factor. Perhaps even more importan
many other factors influence wages on both the establishmentesgi¢he size and industry of the workplace) and the individual sédg ¢échool-
ing and job tenure) and these variables have not been taken into account.
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Table 4.14.

of flexible work organisation practices

Workplace survey

Employee involvement in firm’'s technology
and equipment decisions

Job redesign or re-engineering

Job rotation

Co-worker review of employee performance

Quiality circles

Total quality management

Self-directed work teams

At least one of the above practices

Employee survey

Employee involvement in firm’s technology
and equipment decisions

Job redesign or re-engineering

Job rotation

Co-worker review of employee performance

Quiality circles

Total quality management

Self-directed work teams

At least one of the above practices

Formal training
provided in last

United States, 1995

Share of workforce
which is part-time

Mean values for labour market outcomes by presence

Share of workforce
which is contract/

Average monthly
establishment wage,

12 months % temporary 4th quarter 1993
(%) ) (%) ®)
Practice
is present?
No 87.7** 26.9** 25.2* 2 007**
Yes 98.6 16.8 32.2 2 393
No 89.6** 25.1** 23.9%* 2 102*
Yes 98.8 16.7 38.0 2 342
No 90.4** 214 29.1 2 259*
Yes 96.5 24.4 26.8 2 020
No 91.2** 225 27.6 2 101**
Yes 98.7 22.2 31.6 2 526
No 90.5** 234 274 2 163
Yes 98.1 19.8 30.8 2 217
No 89.4** 22.6 22.8** 2 080*
Yes 96.5 22.2 35.3 2 302
No 90.6** 23.6** 26.3** 2 127
Yes 100.0 17.8 36.4 2 377
No 80.3** 25.2 22.5* 1 993*
Yes 96.4 21.6 30.1 2 237
Formal training of vsg:(rfirce Tenure With post- Average
provided in last which with current secondary hourly
12 months is part-time employer education wage
%) ) (vears) ) ®
Practice
is present?
No 68.9 18.3** 7.3* 56.9* 12.35**
Yes 70.5 6.6 8.4 63.8 14.50
No 62.5** 16.4** 6.4** 58.3 12.58**
Yes 78.3 6.5 9.6 63.5 14.65
No 73.7%* 10.0 8.1 65.4** 13.54
Yes 65.6 13.8 7.7 55.7 13.52
No 66.0** 13.6** 7.3%* 57.6** 12.83**
Yes 835 5.4 9.9 71.9 16.10
No 65.8** 13.5* 7.4* 57.0*%* 12.20**
Yes 75.6 9.4 8.5 66.1 15.50
No 61.4** 14.1* 6.3** 58.5 13.03*
Yes 75.9 10.2 9.0 62.2 13.89
No 64.8** 14.1%* 7.0%* 56.6** 12.45%*
Yes 815 6.5 10.0 70.4 16.07
No 58.6** 13.0 6** 53.8 12.19*
Yes 715 11.7 8.2 61.7 13.74

*

*%

Differences are significant at the 5 per cent level.
Differences are significant at the 1 per cent level.

Source: See Annex 4.A.
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Table 4.15. Mean percentages for labour market outcomes
by presence of flexible work organisation practices
Sweden, 1994

Job rotation Teams?@
No Yes No Yes
Workers with above median level of post-secondary schooling? 62.2 44.7 56.9 47.7
Staff turnover¢ 34.1 415 47.0 39.3
Time in skill development for direct production workers 9 6.0 8.0 7.0 7.6

a) The question pertains to whether any employees involved in direct production are organised in work teams.

b) Workplaces were ranked in terms of the proportion of the workforce with education beyond secondary school.

¢) Turnover rate is defined as [2(hires+quits)/(employment in 1993 + employment in 1994)].

d) Respondents were asked to provide the “percentage of the work task [that] can be regarded as organised skill improvement”.
Source: See Annex 4.A.

tionship with salaries, having a positive relationship forpost-secondary education is significantly higher for three
supervisors, production workers and clerical workersof the practices, but is significantly lower in the case of
Cappelli concludes that the higher wages are paid nateam building. In the United States, the differences are
because workers in establishments with TQM or thastatistically significant in five out of seven cases. Job rota-
make greater use of teams actually have greater levels ¢&ibn stands out, as it did in the case of wages, as the only
human capital, but because they are being paid apractice where education levels are significantly lower
“efficiency-wage-type premium” to compensate them forwhen the practice is not in place than otherwise. In
the increased effort that these practices require. Sweden, however, the results of Table 4.15 suggest, for
Osterman (1998) examines the links between innoj—Ob rotqtion and teams, that the p.ropgrtic.m of the work
force with post-secondary schooling is higher at work-

vative work practices and compensation gains. He is una_Iaces without the practice than at their counterparts with
ble to detect a significant relationship between whether aﬁ1e oractice® P P

establishment was a “high performance work organisa-
tion” in 1992 and whether its workers received a wage These results contrast the average educational
increase five years latéf.Bailey and Bernhardt (1997) attainments of workers at establishments with and without
conclude from their case studies of retail firms that work-the practices, but reveal less about how skill levels of
place innqvations have QOne little in this sector to rais§ygrkers actually participating in a practice compare with
wages or improve benefits. Osterman (1994), moreovegnpse who do not, a distinction not possible with these
did not find any significant differences, on the basis of theqata. Freeman, Kleiner and Ostroff’s (1997) study of US
presence of flexible work practices, as to whether or nopyivate-sector firms contains information on both the pres-
workplaces operated an “efficiency wage” polieg. the  ence of a practice, as well as on whether a given employee
payment of higher wages than in other establishments fogctyally participates. They find not only that the likeli-
comparable workers in the same industry and geographiggod of being at a firm with employee involveméht
area. increases with education, but also that the probability of
participating in such a program does as well.
Skill requirements of jobs
Cappelli and Rogovsky (1994) report the result of

Does the presence of flexible practices affect thetheir study of the connection between the practices and
skill requirements of jobs? Examining Tables 4.13, 4.14 skill requirements themselves (rather than between the
and 4.15, one can see whether workplaces with the pradermer and the educational attainment of the workforce),
tices have more educated workforces than those withoutsing a sample of 561 workers employed in ten US public
them. In Australia, the percentage of the workplace with autilities and holding 15 common job titles covering jobs

17. An establishment was considered to be a “high establishment work organisation” if it had two or more practices in place (among quality circles, job
rotations, teams and TQM) affecting 50 per cent or more of “core” employees.

18. As with compensation, however, caution is warranted in interpreting the relationships, as other factors that may influence skill reqsireiments,
as the kind of technology in use, are not taken into account in these comparisons.

19. The definition of employee involvement (El) used in this study encompasses a broader range of practices than considered in the chapter. It include
self-managed work teams, worker involvement in the design of El programs, TQM, committees on productivity, worker involvement in work pro-
cesses, formal suggestion systems, formal information-sharing with employees and surveys of workers regarding their satisfaction.
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ranging from production to managerial work. The designJob satisfaction
of the study allows a comparison of the demand for skills

. o : Some of the information about Australian work-
between establishments that are divided into two groups . : . L .
; ; places in Table 4.13 provides direct and indirect evidence
on the basis of the extent to which they used work prac:

. . . . about whether workers are more satisfied with their jobs
tices associated with high-performance work systems.

Skills are divided into three areas: foundation skills (basicWhen flexible work organisation practices have been

reading and mathematical skills, communication ano|ntr0duced. When questioned directly, only in the case of

thinking skills, responsibility and management) interper-quality circles were Work§r§ significantly. more Iikel){ to
sonal skills ar’ld various workplace competenci;as. Genefd'c€ that they were satisfied, but the size of the differ-

ally, the skills demanded in the groups employing the nevEnce is quite small. Only in the case of autonomous work

practices more intensively are greater in all three areagroups did workers in estaphshmentg with the flexible
though the differences are not large practices face somewhat higher requirements for effort

and greater levels of stress. Surprisingly, however, and
Cappelli (1996) tests the proposition that innovativereflecting that these factors did not have a large impact on
practices have changed skill requirements in the Unite®/0rk satisfaction, this is the only case as well where
States. Establishments were asked whether skill requirdvorkers were significantly less likely to leave their jobs.
ments for production jobs have risen in the past thredndicating that employee involvement improves satisfac-
years, and this measure is correlated with the four meadlon, Freeman, Kleiner and Ostroff (1997) found in their
ures of work organisation noted above. The analysis als§urvey of American workers that elimination of the El
controls for other factors that might also affect skill Program would have “bad” or “very bad” effects on them.
requirements, such as capital intensity, research anfy review by Appelbaum and Berg (1997), however, finds
development, the use of computers, the education anigat, historically, the evidence in this area has been mixed.
experience of the employees, and the presence of a union.
The results suggest that the presence of TQM, teanf-unctional and numerical flexibility
working qnd a flatter or_gan_isation arg gssocigted to _some Hypotheses about the impact of flexible work organ-
extent with a greater likelihood of rising skill require- jgation suggest effects, often contradictory, on many
ments. measures of the employment relationship, including the

share of part-time workers, the use of temporary help and

As noted above, the new practices may change th .
variety of tasks in which skills are used. Table 4.13 shows{ihe extent of sub-contracting. Table 4.16 shows the results

that, in Australia, workers are significantly more likely to of a regression analysis on the relationship between the

. ) measures related to numerical flexibility that can be
agree with a statement that they perform different tasks 'gbserved in the EPOC data and having recently taken the

th.ey are ina _vvorkplace with agtonomous work groups %our initiatives that have been discussed throughout the
with quality circles than otherwise, though, even for these : : L .
two cases, the differences are not large. chapter. Evidence on these rglatlonshlps is a]so .a\'/allable
from cross-tabulations derived from the individual
There does appear to be a strong relation betweehational surveys of Australia, Sweden and the United
training and the presence of flexible work practices.States (Tables 4.13, 4.14 and 4.15).
For both the United States and Australia (Tables 4.13 In the analysis of the EPOC data, the “structural”
and 4.14), almost without exception, workplaces with onecharacteristics discussed in Section Il are included as
of the practices are more likely to have a formal trainingindependent variables to take into account other factors
programme in place and workers at such establishmenthat may influence these relationships. The country of the
are more likely to receive training. In Sweden establishment is included in light of cross-national differ-
(Table 4.15), the portion of time spent in skill develop- ences that may affect the various dependent variables such
ment is higher in workplaces with the practices in placeas the stage of the business cycle, rates of gross job crea-
than in those without. These results tend to be consistenton and job destruction, the tendency to adjust for
with those elsewhere in the literature [Lund and Gjerdingchanges in demand via changes in employment levels and
(1996); Osterman (1995); Lynch and Black (1998);changes in hours, and in the use of “flexible” working
Fraziset al. (1998)]2° arrangements.

20. Interestingly, Coutrot (1996 finds a negative relationship between training and just-in-time inventory in establishments in France, though a posi-
tive association with other forms of organisational innovation.
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Table 4.16. Labour market outcomes and initiatives
in flexible work organisation practices?

Dependent variable

Rise Rise
Working time ~ Working time . . in proportion  in proportion  Rise in sub- Change in
reduction flexibility Downsizing®  Outsourcing ¢ working of temporary contracting  employment @
part-time contracts
Flattening of management 0.165 0.260*** 0.760*** 0.704*** 0.318*** 0.253** 0.295***  —-0.386***
structures® 0.116 0.080 0.084 0.104 0.108 0.103 0112 0.072
Number of observations’ 4 431 4431 4 055 3790 3234 3321 4431 4 326
Greater involvement of lower -0.022 0.530*** 0.176** 0.230** 0.196** 0.006 0.042 0.305***
level employees 0.111 0.075 0.084 0.103 0.099 0.089 0.106 0.065
Number of observations’ 4431 4 431 4 055 3790 3234 3321 4 431 4 326
Installation of team-based 0.167 0.592*** 0.326*** 0.509*** 0.217** 0.083 -0.074 0.129*
work organisation 0111 0.077 0.086 0.104 0.103 0.092 0.110 0.067
Number of observations’ 4 431 4431 4 055 3790 3234 3321 4431 4 326
Job rotation 0.816***  0.595*** 0.060 0.474*** 0.382*** 0.593*** 0.089 -0.192**
0.135 0.104 0.120 0.139 0.143 0.124 0.145 0.091
Number of observations’ 4 431 4431 4 055 3790 3234 3321 4431 4 326
At least one practice 0.353*** 0.398*** 0.449%** 0.593*** 0.348*** 0.131 -0.038 0.031
0.104 0.072 0.082 0.102 0.100 0.087 0.097 0.060
Number of observations’ 4 431 4431 4 055 3790 3234 3321 4431 4 326
One practice 0.406*** 0.106 0.299*** 0.484*** 0.305*** 0.075 -0.119 -0.075
0.117 0.083 0.093 0.115 0.113 0.100 0.113 0.069
Two practices 0.226 0.446*** 0.556*** 0.570*** 0.286** 0.165 -0.043 0.384***
0.145 0.099 0.111 0.137 0.135 0.115 0.138 0.085
Three practices 0.214 1.602%** 0.791*** 0.811*** 0.653*** 0.071 0.178 -0.200*
0.201 0.136 0.141 0.178 0.172 0.173 0.184 0.117
Four practices 1.004*** 0.569** 0.751*** 1.818*** 0.489 0.914%*** 0.566** —-0.534**
0.291 0.233 0.242 0.271 0.321 0.266 0.278 0.208
Number of observationsf 4 431 4431 4 055 3790 3234 3321 4431 4 326

a) Estimates in the last column are based on the ordered logit model and in the other columns, on a standard dichotomous logit model.
All regressions include the structural variables in Table 4.8 and control for whether production workers are the largest occupational group.
**% ** and * indicate significance at the 1%, 5% and 10% levels respectively, asymptotic standard errors are in italics.

For each model, the likelihood ratio test indicated that the explanatory variables are jointly significant at the 1% level.

b) Spain was excluded from the regressions.

¢) Sweden was excluded from the regressions.

d) Change in employment comprises the three groups: an increase, about the same and a reduction.

e) This variable takes the value one if the response was flattening, in any country other than Spain, and zero otherwise.

f) Because of non-responses to some questions, the number of observations varies and is less than the sample size of 5 786.

Source: Secretariat estimates based on the EPOC survey 1996, see Annex 4.A.

An increase in working-time flexibility is consist- have rethought their business philosophy or to improve
ently associated with the presence of the different workhe morale of the remaining workets.
organisation initiatives that have been taken in the past  |s there evidence of any relationship between the
three years. Working-time flexibility evidently comple- fiexible work practices and the use of contingent workers?
ments a less rigid functional use of the workforce. Initia-For the EPOC countries, having taken one of the four
tives in the areas of outsourcing and downsizing are alsgork organisation initiatives does not tend to have an
consistently associated with the work organisation initiajmportant impact on the probability of a rise in the propor-
tives as well. Further research is needed to see if thfon of temporary contracts nor a rise in the use of subcon-
forces that have led to a downsizing cause firms to moveyacting (Table 4.16). In Australia, the use of non-core
to a more participatory workplace — either because theyorkers tends to be higher where the practices are not

21. Some evidence on this score is provided by Osterman (1998). He finds that restructuring, as measured by layoffs, does not significantly affect the
likelihood of adopting innovative practices nor of abandoning those already in place. However, those with flexible practices in place in 1992 were
more likely to have layoffs in subsequent years.
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present, whereas in the United States, the situation is the  In response to most workplace surveys, managers
opposite. The evidence on the use of part-time workerdend to report quite high levels of initiatives in favour of
another aspect of numerical flexibility, is mixed as well. flexible working. For example, in response to the 1996
In the EPOC data, those workplaces taking initiatives irEPOC survey, covering ten European countries, on aver-
the area of work organisation were also more likely toage 27 per cent of managers reported initiatives in favour
have increased the proportion working part-time. Forof the introduction or extension of team working in their
Australia and the United States, however, the bulk of thevorkplaces in the previous three years, with virtually all
evidence suggests that workplaces with the practices hawmuntries in the range from 20 to 40 per cent (these figures
a higher proportion of full-timers. refer to workplaces with 50 or more employees). Figures

Do establishments with flexible organisation prac_relating to already-existing schemes to encourage employ-

tices in place have a better record in terms of job creatiof"€Nt involvement are even higher. Overall, managers
than their counterparts? Some have speculated tha@\ppear_to be repqrtmg acor_15|derable degree_oflnvestment
employers may introduce flexible practices at a time of N flexible working practices. However, it must be
worsening economic conditions and layoffs, partly as arfcknowledged that there is almost no evidence on the rate
effort to improve morale among the remaining workers.t Which flexible working practices are being abandoned,
Such a relationship could make it more likely that work- and little about the intensity of use of such practices.

places taking initiatives have experienced employment  The limited evidence pertaining to changes over
declines in the recent past. Somewhat strangely, howevefme in the incidence of flexible working practices tends
the establishments that recently took initiatives Withto indicate an increase. This app“es to a number of
regard to flattening the management structure and joemployee involvement practices in Australia over the
rotation are more likely to have increased employmenperiod 1990 to 1995, and to a wide range of flexible
in the largest occupation, while for the other two initia- Working practices in Fortune 1000 Companies in the

tives, the opposite is true. For Australia, the differences inynited States from 1987 to 1998 (in both cases, quality
net employment growth rates are never statisticallytircles were an exception).

significant. o )
It appears that both the reported incidence of flexi-

Finally, the data from individual countries can be o \yorking practices and the indications of change differ
used to shed some light on whether employment relations ,ngjgeraply from country to country. These national dif-
ships are, indeed, more stable in workplaces where the, o ceq persist even where there are similarities between
flexible practices are in place. In Australia, as Shown iy, ir national and workplace industrial relations systems.

Table 4.13, the dismissal rate is significantly lower atnone of the usual ways of classifying countries, for exam-
workplaces with autonomous work groups (1.7 per centys - 4ccording to their industrial relations systems, seem

than at those without (2.4 per cent), but this is not the casgy, jape of explaining the patterns that are observed. There
with the other practices. In three out of four cases, hows

are some similarities between neighbouring countries,

ever, employees at workplaces with the practices in placg, ., 45 the Nordic countries and the southern European
feel more insecure about their jobs. In Sweden, the tUrnoz o intries. However they are matched by significant

ver rate, which includes all categories of workers jomingdifferences.
and leaving a firm, is higher among establishments mak-
ing use of job rotation and lower where teams are in use,  The differences by type of firm are much less clear-
relative to their counterparts without these practicescut than the differences by country. Indeed, the currently
Though it is difficult to draw inferences about job stability available data show only a limited indication of patterns.
from tabulations of average tenure, it is of interest toLarger establishments are generally more likely than
know that in the United States and to a lesser extent ismaller ones to have adopted flexible practices, though
Australia, average tenure tends to be greater at firmthe strength of this relationship seems to differ by country
where the practices are in place. and by practice. Manufacturing workplaces tend to have
above-average prevalence rates, but despite the strong
association many of the practices have with this sector, it
does not always appear to be the leading sector in this
This chapter has provided an assessment of the curespect. Another finding is that, in general, the existence
rent state of evidence about the incidence of “flexibleof various incentive compensation schemes, particularly
working practices” across countries. It has also attemptegrofit-sharing and pay linked to skills, are positively cor-
to uncover relationships between flexible working prac-related with the presence of (or initiatives towards) flexi-
tices in firms and the wider labour market. ble practices. Initiatives to promote flexibility in working-
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time practices tend to be associated with all of the flexibleresource practices, that the performance of more “flexi-
working practices discussed here. ble” firms hinges substantially on the technology in use
and product market conditions, and that workers do not

Recent years have seen a good deal of interest in tH€Ceive a large share of any gains that do accrue to the
interaction between the rate of introduction of flexible firm. Itis not possible, however, to distinguish among the
working practices and workplace industrial relations sys€ompeting explanations with the data at hand.
tems. For example, it has been argued that initiatives for ) o
teamworking might be less frequent in countries with well- The most robust relationship discovered was that
established systems of works councils, for two reasondvorkplaces with flexible practices tend_to train more than
First, they might not be perceived to be necessary, if cotNoSe who do not have them. Regarding education level
operative working is indeed assured by the works councildwhere evidence is limited to a number of national surveys),

Second, they might not be as easy to introduce, to the extelft Australia and the United States, workplaces with flexible
that these same bodies have to give their approval. work organisation practices tend to have higher proportions
of workers who have gone beyond secondary school. How-

. : ver, that does not seem to be the case for Sweden.
The evidence available suggests that managers d%

indeed tend to report fewer initiatives on average for job The evidence presented in this chapter provides little

rotation and team working in two cquntrleg, Germ'any andsupport for the oft-asserted proposition that greater
the Netherlands, where workplace industrial relations sySz, .. rse to flexible working practices will lead to a grow-
tems are partlpularly WeII-deveIoped, .and where emplpying polarisation between “core” and “peripheral” workers.
ees have_‘:_hhe; ”th to wr?rks cgur}cﬂr'ls with CO'?IEtermmatfrbonsistent positive relationships were not found between
powers. This is not t €endo t e story, OWEVET. ASpe presence of flexible working practices and the num-
noted, overall, establishments with works council reprey . .< of workers on various types of “non-standard” work

sentation are more likely to have flattened managemeniyacts. including part-time and temporary working.
structures, enhanced the involvement of lower-level

employees, and introduced or extended job rotation. The ¢ st be stressed that the available data do not permit
seeming contradiction is resolved by the fact that, withingny analysis of other aspects of the “polarisation” thesis. It
countries, those firms with works councils have a highef, ¢ not, for example, been possible to study the effects of
rate of taking initiatives than their counterparts. The chapyeiple working practices on the distribution of earnings
ter also presented evidence of a positive correlationyiihin firms. Here, some commentators have suggested that
between the presence of trade unions and both the flattef;q pay-for-performance schemes, which seem to be associ-
ing of management structures and the installation ofeq \ith the introduction of flexible working practices, are
teams. Here, the explanation seems to involve “betweenely 1o lead to somewhat greater inequality. Again, there is
country” effects. That is, countries such as Sweden thalg, jntormation here on the effects on career progression, or
have higher rates of unionisation also have higher inCigmpioyment tenure, for different types of workers, particu-
dence rates for the initiatives under consideration. larly those who may be considered less able to work in the
more demanding conditions which appear to be associated
Few strong relationships could be found betweernwith some forms of flexible working.
flexible working practices in firms and variables likely to
be associated with conditions in the wider labour market. Overall, despite the progress that has been made in
Admittedly, this result could well be a function of the developing survey instruments, it must be admitted that is
weaknesses inherent in this type of data. In addition, irstill very difficult to assess the degree to which there have
some cases, such as the relationship between numeridaten changes in work organisation, and harder still to
and functional flexibility, the absence of a consistent assoevaluate their impact on the different types of firms and
ciation may not be surprising, given that arguments can bgroups of workers. There are a number of ways of making
adduced for both a positive and negative correlation. Irprogress: case studies to examine changes in work organi-
light of the tendency noted in the literature for the innova-sation practices in detail in a small number of firms;
tive practices to raise productivity and profits, however, ithationally representative surveys to provide linked
is harder to explain the absence of solid evidence that thegmployer-employee data, preferably with a longitudinal
are associated with higher wages as well. There areapability; and, in between these two extremes, studies of
numerous plausible explanations for this, including thata range of firms within a particular industry. Experience
many of the workplaces with innovative work organisa-gathered so far appears to highlight the importance of
tion practices do not have adequate supporting humauasing all these instruments in a concerted way.
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Annex 4.A

flattening of management structures; greater involvement of
lower level employees; installing of team-based work organisa-
tion; and job rotation. In addition, the following other initiatives

fh the list were used as dependent variables describing outcomes

The Survey of Employee Direct Participation in Organisa-
tional Change is part of a major investigation by the Europea
Foundation for the Improvement of Living and Working Condi-

. ) for workers: working-time reduction; working-time flexibility;
tions, an autonomous body of the European Union. Conducteé) 9 9 y

during 1996. thi tal f kol D X ownsizing; and outsourcing. For all dependent variables
uring (IS Was a postal SUrvey of Workpiaces In Denmarkye e from this question, the variable was coded as “1” if the
France, Germany, Ireland, Italy, the Netherlands, Portugal

initiative was checked and “0” if it was not.
Spain, Sweden and the United Kingdom. A standard question-

naire was used, translations being made from the English origi-  Rise in proportion working part-time: 1 = if largest occu-
nal. The respondent was the general manager of the workpladtional group has been affected in last three years by increase in
or the person he or she felt was most appropriate. proportion of people working part-time; O = otherwise.

Throughout the survey, the time frame of reference is the Rise in proportion of temporary contracts: 1 = if largest
three years up to 1996, so the initiatives taken in the area of workccupational group has been affected in last three years by
organisation, as well as the labour market outcomes discussed increase in proportion of people working on temporary con-
the chapter, occurred in this period. As will be detailed below,tracts; 0 = otherwise.

many of the survey questions requested information about the Rise in sub-contracting: 1 = if largest occupational group

largest occupational group, defined as the occupational categofy,s heen affected in last three years by increase in subcontract-
selected by the respondent as having the largest number of NORYg of their activities; 0 = otherwise.

managerial employees at the workplace. )
Change in employment: Respondents were asked how the

number of employees in the largest occupational group com-

pares with the situation three years earlier: 2 = “there has been
The sample was designed to be representative of workan increase”; 1 = “about the same”; 0 = “there has been a

places with 20 or more employees for the smaller and mediumreduction”.

sized countries and 50 or more employees for the larger coun-

tries (France, Germany, Italy, Spain and the United Kingdom)siryctural variables

Names and addresses of workplaces were selected at random

from national business registers. Response rates ranged from  Private: 1 = workplace is a private company; 0 = state or

9 per cent for Spain to 38 per cent for Ireland, and averagegemi-state-owned company/institution.

21 per cent. While caution in interpreting the results is warranted For profit: 1 = profit sector; 0 = non-profit sector.

given the high levels of non-response, it should be noted that ) .

these response rates are typical of those from mail surveys sent  Collective agreement: 1 = workplace is bound by a collec-

to enterprises by research institutes and are comparable #y€ labour agreement; 0 = no collective labour agreement.

response rates for similar, strictly national surveys. Appropriate Foreign competition: 1 = competition for goods and/or

weights were assigned to each establishment on the basis of tkervices described as facing “domestic competition with little

probability of sampling and an adjustment for non-responseforeign competition” or “both domestic and foreign competi-

Survey sample

Sample distributions are given in Table 4.A.1. tion”; 0 = “no competition” or “only domestic competition”.
) o Works council: 1 = representatives of the employees in the
Variable definitions largest occupational group elected to a work council are recog-
) nised for the purposes of consultation/negotiation and or joint
Dependent variables decision making at the workplace; 0 = otherwise.
Many of the dependent variables in the logit analysis were Size: Four dummy variables are used to represent estab-

derived from the survey’s question 9, which asked “Which of thelishments divided into five size classes: 49 or fewer employees;
following initiatives have been taken by the management of thi0 to 99 employees; 100 to 499 employees; 500 to 999 employ-
workplace in the last three years?” Possible responses includedes; and 1 000+ employees.
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— Table 4.A.1. EPOC survey 1996: gross, actual and weighted samples by country, ——
ranked by weighted share

Percentages
Gross Actual Weighted
Germany 15 14 27
United Kingdom 15 14 19
France 15 10 16
Italy 12 9 15
Spain 15 8 9
Netherlands 7 9 5
Portugal 3 5 3
Sweden 7 13 3
Denmark 8 12 2
Ireland 3 7 1
Total 100 100 100
Sample size 33 427 5 786 5 786

Source: EPOC survey.

Table 4.A.2. Economic sectors used in the analysis

Sector EPOC survey: sector in which workplace is most active

Mining and quarrying; manufacturing Mining
Manufacturing industry
Process industry

Transport, storage and communication; electricity, gas and water Transport, warehousing and communications
Public utilities

Finance, insurance, real estate and business services Banking/insurances
Professional services

Community, social and personal services Public administration
Education

(Public) health and social welfare
Culture and recreation/leisure

Wholesale and retail trade, restaurants and hotels Wholesale
Retail trade
Catering, hotels

Construction Construction and installation

Source: EPOC survey.
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Industry: Five dummy variables are used to represent the Italy: 3 years to 1996 was translated as 3 months to 1996.

six industry groupings described below.
Y9 p 9 . Spain both “flattening of management structures” and
Country: Nine dummy variables are used to represent thedownsizing" were translated incorrectly

10 countries.
Sweden“outsourcing” was omitted from the list of

Characteristics of work choices.
Production workers: 1 = largest number of non-managerial In addition, the format of the questionnaire made it impos-
employees are “production; operational”; 0 = otherwise. sible to distinguish between cases where there was non-response

For the other characteristics of work, respondents werénd those where management did not take any of the initiatives.
asked to answer on a scale from 1 to 5, where 1 means tot&light per cent of the questionnaires fell into this category.
agreement with a statement given and 5 indicates total agree-

ment with the statement's oppasite Question 18 asked, among other things, whether there had

been an increase in sub-contracting. Again, the format of the
Range of tasks: 1 = answered with 1 or 2 to “work gyestion does not enable distinction between those who were not
involves range of different tasks”; 0 = otherwise; affected by any of the changes mentioned and those who did not
Technology independent: 1 = answered with 1 or 2 toanswer the question. Approximately one-third of respondents
“pace of work is independent of technology”; 0 = otherwise. left all boxes blank for this question.

- Team acti\./iFyznl = answered with 1 or 2 to “work is essen- Question 21 addresses employee representation by a trade
tially a team activity”; 0 = otherwise. union, works council or advisory committee established by man-
Low qualifications: 1 = answered with 4 or 5 to “a high agement. In the French questionnaire, the box for works council
level of qualification is required”; O = otherwise. option was omitted but, nevertheless, about one quarter of
Recruits need training: 1 = answered with 1 or 2 tofespondents indicated that there was employee representation by
“recruits have to be trained to do the job”; 0 = otherwise. a works council.
. . In addition, for many of the questions, the level of unam-
Compensation variables biguous non-response is not insignificant, leading to a substan-
All questions refer to largest occupational group. tial reduction in the sample size available for the regressions.

Details on how these data constraints were taken into account are

Pay for skill: 1 = “components reflecting skill/qualifica- provided below.

tions” are part of wages; 0 = otherwise.

Attitude bonus: 1 = “bonuses related to individual atti- ) )
tude” are part of wages; 0 = otherwise. Estimation of models

Individual volume bonus: 1 = “bonuses for individual vol-

i All estimations use weighted data. To take into account
ume of output” are part of wages; 0 = otherwise.

the problems with question 9 noted above, Spain was excluded
Team volume bonus: 1 = “bonuses for team volume ofwhen flattening of management structure and downsizing were

output” are part of wages; 0 = otherwise. dependent variables and Sweden when outsourcing was the
Profit-sharing: 1 = employees of largest occupationaldependent variable. Italy was included in all regressions, how-

group are eligible for profit-sharing schemes; 0 = otherwise. ~ ever, under the assumption that the impact of the difference in
Share-ownership: 1 = employees of largest occupationatllme frame will be absorbed into its dummy variable. As noted

group are eligible for share-ownership schemes: 0 = otherwise.above' for some questions it is impossible to distinguish between
' cases where the respondent did not check any boxes because

he/she skipped the question and cases where no boxes were
checked because none of the choices applied. The results
Sectors used in the EPOC Survey have been grouped a@eported in this chapter assume that, in such cases, no choice
shown in Table 4.A.2 in order to yield industry groupings largeapplied. Extensive testing was done, however, to see if the
enough to obtain sufficiently precise estimates of variables represults are sensitive to this decision. In general, they were not, as
resenting these sectors in the regression analysis. coefficients almost always had the same sign under alternative
The EPOC sector manufacturing industry accounts fofreatment, and effects that were statistically significant tended

30 per cent of the weighted sample, while the predominant occ 1ot to become insignificant and vice versa. There are a handful

pation group is production/operational (40 per cent of the totaP' ¢@S€s where previously significant coefficients do become
sample). insignificant, partly owing to the reduction in sample size that

results from treating the ambiguous cases as non-responses. In
addition to the assessment of the impact alternative treatments of
individual question non-response have on the estimates, exten-

Responses regarding the variables derived from question Sive testing was also done to determine if the results are sensitive
were affected by the following: to changes in regression specification.

Economic sectors used in the analysis

Data constraints imposed by the questionnaire
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The dichotomous logit results presented in Tables 4.8each group and multiplied by the number of employees in that
4.10, 4.11 and 4.16 are coefficients,tb b,, from an estimated group. These amounts were then summed over the groups and

model of the form divided by the number of full-time employees.
Probability Voluntary labour turnover (%): voluntary resignations
(y; = 1) = F (a+ byx;+ byxy;+ ..+ bx) or divided by number of permanent employees.
P, = F(Z) Absenteeism (%): the share of all employees who are

away from work or on sick leave without leave having been
approved in advance.

- For example_, in Table 4.8 the first_ (_:olumn presents coeffi- Formal training provided (%): proportion who answered
cients from an estimation of the probability that a workplace hadyes” to the question whether or not the organisation provided in

taken an initiative to flatten its management structures, using thghe |ast year “any formal program of instruction for employees
structural characteristics as explanatory variables. designed to develop their skills.

The pI’ObabilitieS in Table 4.9 and Charts 4.1 to 4.3 were Net emp|oyment gro\N‘th (%) growth in emp|oyment in the

calculated using the appropriate estimated model. For examplgear through the pay period ending on or before 18 August 1995.

the coefficients in Table 4.8 were used to calculate the probabili- . . .

L . Part-time (%): the number of part-time employees as a

ties in Chart 4.1. For the benchmark probability, it is assumed . ,
. S - share of the establishment’s total workforce.

that there is no binding collective labour agreement, no works

council representation and no foreign competition, so these vari- Non-core (%): the sum of non-core workers (casual

ables are set to zero. All other variables are set to the corre2Mployees, agency workers, home or outworkers and contractors

the regressiorP, is then calculated using the formula above. To Workplace.

show the impact of the variable indicating the presence of a col- Dismissals (%): the number of dismissals in the 12 months

lective labour agreement, the same procedure is used except ti@tceding the survey as a share of the total number of employees.

its variable is set to 1, while leaving set to zero the variables

relating to works councils and foreign competition. Analogouspefinitions of variables in Table 4.13 derived

calculations are then made to estimate the impact of the variablggom employee responses

for works council representation and foreign competition.

where F is the logistic function.

Post-secondary education (%): share whose highest level
of education is beyond “completed secondary”.

Received job training in the last 12 months (%): portion of

those who said that employer provided “training to help do [...]
The 1995 Australian Workplace Industrial Relations Sur-ciobn in last 12 months.

vey (AWIRS95) was conducted between August 1995 an
January 1996 for the Department of Employment, Workplace
Relations and Small Business (previously the Department of ~ Part-time: those whose usual hours fell below 35 hours a
Industrial Relations). The components of AWIRS95 used heraveek were considered to be part-time employees.

are designed to be representative of workplaces with 20 or more The responses to a number of subjective questions were
employees in all States and Territories of Australia, excludingalso used. With the exception of the job satisfaction question,
those in agriculture, forestry and fishing, and defence. In addiemployees could respond to these questions by disagreeing, by
tion to surveying employers, an employee questionnaire was disieither disagreeing nor agreeing, or by agreeing with a particular
tributed to a random sample of employees at those workplaces istatement. In calculating the average scores shown in Table 4.13,
the employer sample where the senior manager agreed thiéiese three responses were coded as 0, 1 and 2, respectively. In
employees could participate. The workplace survey had @ach case, if all respondents agreed with a statement, the average
response rate of 80 per cent, while that for the employees wascore would be 2. A similar scale, indicated below, was used for
64 per cent. For the existence of workplace practices, answethe job satisfaction question.

were taken from two questions about practices currently in place Job is satisfying: respondents were asked “Are you satis-

at the workplace. Calculations using AWIRS95 were providedsq  \ith the following aspects of your job?" Responses to the
by Bill Harley, Department of Management, University of Mel- aspect “Your job overall’ were coded as 0 (dissatisfied), 1 (nei-

bourne. ther satisfied nor dissatisfied) or 2 (satisfied).
Lot of effort required: “I put a lot of effort into my job”.

Job tenure: length of time at the workplace.

Definitions of variables in Table 4.13 derived , T
from employer responses Job is stressful: “My job is very stressful”.

. . Do different tasks: “I do lots of different tasks in my job”.
Full-time average workplace weekly earnings: for each of

eight occupational groups, managers were asked to assigna Feel insecure about job: “I feel insecure about my future
range (usually of A$50) for the earnings of “most” full-time here”.
employees. The midpoint of the range was then assigned for See Moreheadt al. (1997) for additional details.
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with at least 50 employees. The sample covered the following

. . industries: mining and manufacturing; construction; retail,
In Denmark, a survey of flexibility was performed within -\ hqjesale, hotels and restaurants; transport and communica-

the DISKO project in 1996. DISKO is an acronym for “The o and other business activities including financial and real
Danish Innovation System in a Comparative Perspective”. Th@gstate. The total number of workplaces registered with Statis-
purpose of the project was to study the Danish innovation sysgcq Sweden and meeting these criteria was 6 038. A stratified
tems and |d.ent|fy ;allent future challenges. The survey vaeregample of 2 064 workplaces was taken, and 707 usable ques-
private business firms with 20 or more employees within thejonnaires were returned. There was a slight bias in response
goods production sector and with 10 or more employees withiRq,yards the manufacturing sector at the expense of the others

the service sector. A questio_nnaire was admin?stered by mail i specially within the less densely populated regions). The pos-
May 1996, covering the period 1993-1995. Nineteen hundredy e pias resulting from this was assessed by means of follow-

firms responded to it, representing a response rate of 52 per cenb telephone surveys and it was concluded that the effects

for goods production and 45 per cent for services. Full detailspight pe to slightly underestimate both labour productivity and
are to be found iben fleksible virksomhed, Omstillingspres 09 e extent of flexible work organisation. NUTEK's Department

fornyelse i dansk erhvervsliRISKO-Projektet: Rapport nr. 1, o |nqustrial Policy Analyses performed the NUTEK calcula-
Erhvervsudviklingsradet, September 1997 and Gjerding (1998)4inns used in this chapter.

While the indicator used in this chapter for whether job
rotation exists refers to all employees, that for teams is for work-
The Finnish survey was carried out for the Ministry of ers involved in what is termed “direct production”. “Direct pro-
Labour in co-operation with the University of Helsinki. Both a duction” is defined in manufacturing as the employees who
mail and telephone questionnaire were used. The mail questiofroduce, in construction as those who do the construction work,
naire was sent out in November 1996 to private sector workin trade as the personnel who arwolved in sales and stock-
places with 10 or more employees. Responses were obtaindgeping work, in transportation as those who are working with
from 830 workplaces, representing a response rate oflirect transportation, loading and unloading and customer con-
63 per cent. The telephone survey received responses frofacts, and in the financial sector as the personnel working with
1 384 workplaces, a response rate of 83 per cent. The telephofi@ancial services and customer services.
interviews were carried out durin.g November and Degember The NUTEK survey has been co-ordinated with three
1996 and the complementary mail survey followed during theyher syrveys in the Nordflex project. These surveys cover
perlqd January to Mgrch 1997. In both cases, the '.”format'orbenmark, Finland and Norway, as described above.
obtained referred mainly to the end of 1996 and the first months
of 1997. Details are to be found in Juha and Pekka (5999
and 1999).

The 1995 Survey of Employer-Provided Training
(SEPT95) was conducted by the US Bureau of Labor Statistics

tions was carried out under the responsibility of the Ministry of(BLS) for the Employment and Training Administration (ETA)

Lab 4G t Administrati d the Institute f of the US Department of Labor in order to provide representative
abour and sovernmen ministration an € Institute p%ata on the training practices of employers. The sample was

: : . . esigned to be representative of the universe of private non-

during February and March 1997, with the questions malnlyagricultural establishments with fifty or more employees. In

C(')t\;mqugo:?sgr.e-r:r?\ SI(; op;ee;/vafl'_s %rlzlk?c:esa;nd dpounb;'ilwr?él:géa;ﬁ ddition to collecting data from establishments, two randomly-
wi ployees. Tw u u hosen employees in the responding establishments were

thirty establishments participated out of the gross sample o elected for interviews as well. SEPT95 consists of four survey

2 800, representing a response rate of 76 per cent. The fu _ . . .
details are to be found iRleksibilitet i norsk arbeidslivedited struments — a questionnaire and a training log for both the
employer and employees.

by Karen Modesta Olsen and Hege Torp, Institutt for Samfunns-
forskning, February 1998. The employer questionnaire asked about an establishment’s
work practices, enabling workplaces to be classified on the basis

on whether they use job rotation, total quality management, self-

directed work teams, etc. Information was also collected on

The NUTEK (Swedish National Board for Industrial and whether formal training was provided in the last 12 months, the
Technical Development) survey used in this chapter isnumber of employees in the establishment, the number of employ-
described in full in NUTEK (1996). It was carried out within ees considered to be part-time workers, and the number of contract

the framework of the OECD study, “Technological and Organi-workers or workers employed by temporary help agencies. In
sational Change and Labour Demand: Flexible Enterprises addition, in order to calculate an average monthly establishment

Human Resource Implications”. The survey was based on &age, information was obtained from the BLS Universal Data

guestionnaire mailed to a sample of private-sector workplaceBase (UDB) on the total payroll of each establishment for the

The recent Norwegian study on flexible work organisa-

OECD



216— OECD Employment Outlook

fourth quarter of 1993 and the sum of employment over eacthast 12 months, usual hours worked, tenure with current
month of the quarter. Usable employer questionnaires weremployer, highest level of education completed and gross earn-

obtained from 1 062 of the respondents, implying a response raiags. Those whose usual hours fell below 35 hours a week were
of 74 per cent. Weights are used in all calculations.

considered to be part-time employees. 1 074 usable employee

guestionnaires were collected, representing a response rate of
For the employee questionnaire, the analysis here reliegl per cent. Weights are used in all calculations. [See Frazis

on questions about whether formal training was received in th&t al. (1998) for additional details.]
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Conventional signs

Data not available
Decimal point
| Breakin series
— Nil or less than half of the last digit used

Note on statistical treatment of Germany

In this publication, data up to end-1990 are for western Germany only; unless otherwise indicated, they are for th¢
of Germany from 1991 onwards.
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Table A. Standardised unemployment rates in 25 OECD countries
As a percentage of total labour force

1990 1991 1992 1993 1994 1995 1996 1997 1998
Australia 7.0 9.6 10.8 10.9 9.8 8.5 8.6 8.6 8.0
Austria . . . 4.0 3.8 3.9 4.4 4.5 4.7
Belgium 6.7 6.6 7.3 8.9 10.0 9.9 9.7 9.2 8.8
Canada 8.2 10.4 11.3 11.2 10.4 9.5 9.7 9.2 8.3
Czech Republic . . . . 3.8 3.6 3.9 4.7 6.5
Denmark 7.7 8.5 9.2 10.1 8.2 7.3 6.8 5.6 5.1
Finland 3.2 7.1 125 16.4 16.8 15.3 14.6 12.7 114
France 9.0 9.5 10.4 117 12.3 117 12.4 12.3 11.7
Germany @ 481 5.6 6.6 7.9 8.4 8.2 8.9 9.9 9.4
Greece 6.4 7.0 7.9 8.6 8.9 9.2 9.6 9.6 .
Hungary . . 9.9 121 11.0 104 10.1 8.9 8.0
Ireland 134 14.8 15.4 15.6 14.3 12.3 11.6 9.9 7.8
Italy 9.1 8.8 9.0 10.3 114 11.9 12.0 121 12.2
Japan 2.1 2.1 2.2 25 2.9 3.2 3.4 3.4 4.1
Luxembourg 17 1.7 2.1 2.7 3.2 2.9 3.0 2.8 2.8
Netherlands 6.2 5.8 5.6 6.6 7.1 6.9 6.3 5.2 4.0
New Zealand 7.8 10.3 10.3 9.5 8.1 6.3 6.1 6.6 75
Norway 5.3 5.6 6.0 6.1 5.5 5.0 4.9 41 3.3
Poland . . . 14.0 14.4 133 12.3 11.2 10.6
Portugal 4.6 4.0 4.2 5.7 7.0 7.3 7.3 6.8 4.9
Spain 16.2 16.4 18.4 22.7 24.1 229 22.2 20.8 18.8
Sweden 17 31 5.6 9.1 9.4 8.8 9.6 9.9 8.2
Switzerland . 2.0 3.1 4.0 3.8 35 3.9 4.2 .
United Kingdom 7.1 8.8 10.1 10.5 9.6 8.7 8.2 7.0 6.3
United States 5.6 6.8 7.5 6.9 1 6.1 5.6 5.4 49 45
European Union® . 8.2 9.2 10.7 111 10.7 10.8 10.6 10.0
OECD Europe? . 7.9 8.9 10.8 10.9 10.5 10.5 10.2 9.7
Total OECD? .. 6.7 7.5 8.31 8.1 7.7 1.7 7.4 7.0

| Indicates break in series.

a) Up to and including 1990, western Germany; subsequent data concern the whole of Germany.

b) For above countries only.

Note: In so far as possible, the data have been adjusted to ensure comparability over time and to conform to the guidelines of the International Labour Office.
All series are benchmarked to labour-force-survey-based estimates. In countries with annual surveys, monthly estimates are obtained by interpolation/
extrapolation and by incorporating trends in administrative data, where available. The annual figures are then calculated by averaging the monthly
estimates (for both unemployed and the labour force). For countries with monthly or quarterly surveys, the annual estimates are obtained by averaging
the monthly or quarterly estimates, respectively. For several countries, the adjustment procedure used is similar to that of the Bureau of Labor Statistics,
US Department of Labor. For EU countries, the procedures are similar to those used in deriving the Comparable Unemployment Rates (CURs) of the
Statistical Office of the European Communities. Minor differences may appear mainly because of various methods of calculating and applying adjustment
factors, and because EU estimates are based on the civilian labour force.

Source: OECD, Quarterly Labour Force Statistics, No. 1, 1999.
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Table B. Employment/population ratios, activity rates and unemployment rates
by sex for persons aged 15-64 years?
Percentages

Both sexes

Employment/population ratio Labour force participation rate Unemployment rate

1990 1994 1995 1996 1997 1998 1990 1994 1995 1996 1997 1998 1990 1994 1995 1996 1997 1998

Australia 67.9 65.7 67.5 67.3 66.3 67.2 73.0 724 73.5 73.6 72.4 73.0 7.0 9.3 8.1 8.5 8.5 7.9
Austria . . 68.4 67.3 67.2 67.4 . . 715 71.1 70.9 71.3 . . 4.4 5.3 5.2 5.5
Belgium 5441 557 56.3 56.3 57.0 57.3 58.71 617 62.1 62.2 62.6 63.2 731 9.7 9.4 9.5 9.0 9.4
Canada 70.5 67.1 67.5 67.5 67.9 69.0 76.8 75.0 4.7 74.8 74.9 75.4 8.2 10.5 9.6 9.8 9.3 8.4
Czech Republic . 715 69.6 69.4 68.7 67.5 . 74.3 72.5 72.1 72.1 72.2 . 3.8 4.1 3.8 4.7 6.4
Denmark 7541 724 73.9 74.0 75.4 75.3 8241 788 79.5 79.5 79.8 79.3 851 8.1 7.0 6.9 5.4 5.1
Finland 74.7 60.7 61.9 62.8 63.6 64.8 77.1 72.8 73.1 73.4 72.8 73.2 3.2 16.6 15.4 145 12.7 115
France 59.9 58.3 59.0 59.2 58.8 59.4 66.0 66.6 66.8 67.4 67.1 67.4 9.2 125 11.7 12.2 12.4 11.9
Germany 6641 647 64.7 64.1 63.6 64.1 69.91 709 70.5 70.4 70.6 70.1 491 8.8 8.2 8.9 9.9 8.6
Greece 548| 541 54.5 54.9 54.8 54.9 59.11 595 60.1 61.0 60.8 62.4 7.2 9.1 9.3 9.9 9.8 11.9
Hungary ® . 48.21 529 52.7 52.7 55.3 . 5401 589 58.5 57.8 59.8 . 10.71 10.2 9.9 8.7 7.6
Iceland ¢ d 79.9 78.5 80.5 80.4 80.0 82.2 82.1 83.0 84.7 83.6 83.1 84.5 2.7 5.4 5.0 3.7 3.8 2.7
Ireland 52.3 52.3 53.8 54.8 56.1 59.8 60.2 61.4 61.5 62.3 62.7 65.0 13.2 14.9 12.4 12.0 10.5 7.9
Italy 5391 509 50.5 50.6 50.5 50.8 59.81 575 57.3 57.7 57.7 57.8 991 115 11.9 12.3 125 12.2
Japan 68.6 69.3 69.2 69.5 70.0 69.5 70.1 71.4 715 72.0 72.6 72.6 2.2 3.0 3.3 3.5 3.5 4.2
Korea 61.2 63.2 63.7 63.8 63.7 59.5 62.8 64.8 65.1 65.1 65.4 64.0 25 2.5 2.1 21 2.7 7.1
Luxembourg 59.11 602 58.5 59.1 59.9 60.2 60.11 623 60.3 61.1 61.5 61.9 161 3.5 2.9 3.3 2.5 2.8
Mexico ? 58.0 58.7 58.2 59.1 61.1 61.4 59.9 61.4 61.8 61.9 63.3 63.2 31 4.4 5.8 4.5 35 3.0
Netherlands 60.8 63.0 64.2 66.2 68.1 69.8 66.7 68.6 70.1 70.8 72.1 72.9 7.4 6.8 7.1 6.5 55 43
New Zealand 67.3 67.8 70.0 711 70.5 69.5 73.0 73.9 747 75.8 75.6 75.2 7.8 8.2 6.3 6.2 6.7 7.6
Norway ¢ 73.1 72.2 7351 753 77.3 78.2 77.1 76.4 7741 792 80.6 80.8 5.3 54 501 4.9 4.1 3.2
Poland . 58.3 58.1 58.4 58.8 58.9 . 68.4 67.4 66.9 66.4 66.1 . 14.8 13.7 12.7 115 10.9
Portugal 655] 629 62.5 62.3 63.4 66.8 68.8| 67.6 67.4 67.5 68.2 70.2 48| 7.0 7.4 7.7 6.9 4.9
Spain¢ 51.1 46.5 47.4 48.2 49.4 51.2 60.9 61.3 61.4 62.0 62.3 63.1 16.1 24.1 22.9 22.1 20.7 18.8
Sweden¢ 8311 715 72.2 71.6 70.7 715 8461 792 79.5 79.5 78.7 78.1 181 10.0 9.3 10.2 10.4 8.4
Switzerland @ 79.6 77.4 78.1 78.3 78.1 79.3 81.1 80.7 80.8 81.3 81.5 82.3 1.8 4.0 3.4 3.8 4.2 3.7
Turkey 54.5 52.0 52.7 52.5 50.2 50.5 59.4 56.7 56.8 56.0 53.7 54.0 8.2 8.3 7.1 6.3 6.6 6.6
United Kingdom¢ 724 68.8 69.3 69.8 70.8 71.2 77.8 76.2 75.9 76.1 76.2 75.9 6.8 9.7 8.7 8.2 7.1 6.2
United States® 7221 720 72.5 7291 735 73.8 7651 767 76.9 7711 774 77.4 571 6.2 5.6 551 5.0 4.5
European Union® 62.0 59.5 60.1 60.2 60.5 61.1 67.5 67.3 67.4 67.6 67.8 67.9 8.1 11.4 10.8 10.9 10.8 9.9
OECD Europe® 61.5 58.9 59.5 59.6 59.5 60.1 66.9 66.3 66.4 66.4 66.2 66.3 7.9 11.0 10.3 10.2 10.1 9.3

Total OECD® 65.4 63.9 64.3 6451 649 65.1 69.5 69.4 69.5 69.61 69.8 69.8 59 7.8 7.4 7.31 7.0 6.8

| Indicates break in series.
a) Ratios refer to persons aged 15 to 64 years who are in employment or in the labour force divided by the working age population, or in unemployment divided by the labour force.
b) For years prior to 1995, data cover persons aged 15 and over.
c) Refers to persons ages 16 to 64.
d) The year 1990 refers to 1991.
e) For above countries only.
Sources: OECD, Labour Force Statistics, 1978-1998, Part Ill, forthcoming.
For Austria, Belgium, Denmark, Germany, Greece, Italy, Luxembourg and Portugal, data are from the European Labour Force Survey.
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Australia
Austria
Belgium

Canada
Czech Republic
Denmark

Finland
France
Germany

Greece
Hungary ©
Iceland¢ @

Ireland
Italy
Japan

Korea
Luxembourg
Mexico d

Netherlands
New Zealand
Norway ¢

Poland
Portugal
Spain¢
Sweden ¢

Switzerland ¢
Turkey

United Kingdom¢

United States®

European Union ¢

OECD Europe®
Total OECD®

Table B. Employment/population ratios, activity rates and unemployment rates by sex
for persons aged 15-64 years?@ (cont.)

Percentages

Men

Employment/population ratio

Labour force participation rate

Unemployment rate

1990 1994 1995 1996 1997 1998 1990 1994 1995 1996 1997 1998 1990 1994 1995 1996 1997 1998
785 748 761 759 747 752 | 844 827 832 833 818 821 6.9 9.6 8.6 9.0 8.7 8.4

.. .. 776 761 759 759 .. .. 808 804 800 80.2 .. .. 4 5.4 5.1 5.4
68.11 665 669 668 671 670 | 713| 720 723 722 722 725 461 77 74 7.4 7.1 76
779 732 735 734 741 747 | 849 822 815 815 818 818 83 109 99 100 9.4 8.6

.. 768 776 781 714 763 .. 794 804 8.7 805 803 .. 33 35 3.2 38 5.0
80.11 776 807 805 813 802 | 87.1| 837 856 853 852 835 801 73 57 5.6 46 3.9
779 626 648 660 667 682 | 808 764 767 769 760 7656 36 180 155 141 123 109
69.7 659 666 667 662 665 | 750 740 739 745 743 741 70 109 98 105 109 103
7871 741 739 727 718 725 | 821| 802 796 793 793  79.2 411 76 7.1 8.3 9.4 85
7341 722 722 726 719 710 | 768| 770 772 774 769 7712 441 62 6.4 6.2 6.4 8.1

.. 551| 602 602 603 636 .. 624] 679 674 666  69.2 . 118] 114 107 95 8.1
852 824 840 843 842 8.0 | 87.3 868 884 873 871 879 24 5.1 5.0 34 33 23
678 644 663 666 676 714 | 777 759 758 758 756 778 | 128 150 125 121 106 8.2
7201 665 657 653 650 651 | 7701 731 724 723 722 720 651 9.0 9.3 9.7 9.8 95
813 819 819 81 824 8.7 | 830 844 845 850 854 853 2.1 2.9 3.1 35 35 4.3
739 766 772 767 760 717 | 762 788 790 786 782 779 3.0 2.8 23 2.4 2.8 7.9
7641 749 743 744 743 746 | 7741 713 759 763 757  76.0 131 3.0 2.1 2.5 1.9 1.9
841 829 815 87 847 848 | 864 864 864 864 872 871 26 41 57 43 2.8 26
743 735 747 769 784 799 | 800 796 808 811 820 828 5.4 5.9 5.9 5.2 4.4 35
761 761 786 790 784 771 | 830 833 838 842 841 835 8.3 8.6 6.3 6.2 6.7 77
786 768 7811 800 820 827 | 834 816 824 841 854 855 58 6.0 521 48 4.0 33

.. 649 647 652 661 658 .. 750 739 735 732 728 .. 134 125 113 9.8 95
7861 725 712 710 719 758 | 8L4| 772 764 761 767  79.0 341 61 6.8 6.7 6.2 4.0
710 622 630 636 645 670 | 804 774 768 771 767 777 | 118 196 180 174 159 137
8521 723 735 732 724 735 | 867| 814 8L7 8.7 810 807 181 114 102 107 108 8.8
90 866 874 868 859 87.2 | 911 898 901 898 899 901 12 36 2.9 34 4.4 3.2
769 738 746 745 740 736 | 836 808 805 798 788 788 8.0 8.6 73 6.6 6.2 6.6
821 754 761 763 774 781 | 883 852 847 846 844 839 71 115 102 9.8 8.2 6.9
8071 790 795 7971 801 805 | 8561 843 843 843| 842 842 571 62 56 541 49 45
752| 700 704 702 703 710 | 804| 781 779 779 717 718 64| 104 95 9.8 9.6 8.7
757| 704 707| 707 707 713 | 810| 780| 779| 778 776 7117 65| 10.1 9.2 9.2 8.9 8.2
7841 752| 755| 7561 759 760 | 828| 812 812| 8121 811 812 5.3 7.4 7.0 691 65 6.3

| Indicates break in series.

a) Ratios refer to persons aged 15 to 64 years who are in employment or in the labour force divided by the working age population, or in unemployment divided by the labour force.

b) For years prior to 1995, data cover persons aged 15 and over.
¢) Refers to persons ages 16 to 64.

d) The year 1990 refers to 1991.

e) For above countries only.

Sources: OECD, Labour Force Statistics, 1978-1998, Part Ill, forthcoming.

For Austria, Belgium, Denmark, Germany, Greece, Italy, Luxembourg and Portugal, data are from the European Labour Force Survey.
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Table B. Employment/population ratios, activity rates and unemployment rates
by sex for persons aged 15-64 years? (cont.)
Percentages

Women

Employment/population ratio Labour force participation rate Unemployment rate

1990 1994 1995 1996 1997 1998 1990 1994 1995 1996 1997 1998 1990 1994 1995 1996 1997 1998

Australia 57.1 56.4 58.9 58.7 57.8 59.2 61.5 61.9 63.7 63.8 63.0 63.9 7.2 8.9 7.6 8.0 8.1 7.3
Austria . . 59.2 58.6 58.5 59.0 . . 62.3 61.8 61.8 62.5 . . 4.9 5.3 5.3 5.6
Belgium 4081 448 45.4 45.6 46.7 475 46.11 512 51.7 52.0 52.9 53.8 1151 125 12.3 12.4 11.6 11.7
Canada 63.0 61.1 61.5 61.6 61.7 63.3 68.6 67.8 67.8 68.0 68.0 69.0 8.2 9.9 9.3 9.5 9.2 8.2
Czech Republic . 66.2 61.6 60.6 60.0 58.8 . 69.3 64.7 63.6 63.7 64.0 . 45 4.8 4.6 5.8 8.2
Denmark 7061 67.1 67.0 67.4 69.4 70.2 7761 738 73.3 73.6 74.2 75.0 9.01 9.0 8.6 8.4 6.5 6.4
Finland 715 58.8 58.9 59.5 60.4 61.2 73.5 69.1 69.5 69.9 69.5 69.7 2.7 14.9 15.2 14.9 131 121
France 50.3 50.7 51.5 51.7 51.5 52.3 57.2 59.2 59.8 60.3 60.1 60.8 12.1 14.4 13.9 143 14.2 13.9
Germany 5401 55.0 55.3 55.4 55.2 55.6 5761 614 61.3 61.3 61.8 60.9 6.2 104 9.7 9.7 10.7 8.7
Greece 3751 371 38.0 38.5 39.1 39.6 4261 432 443 45.8 46.0 48.2 1201 14.0 14.1 15.8 15.1 17.8
Hungary ® . 4191 459 455 45.5 47.3 . 4631 503 49.9 49.3 50.8 . 9.4 8.7 8.8 77 6.9
Iceland ¢ d 74.5 74.6 76.8 76.5 75.6 78.3 76.8 79.1 80.9 79.8 79.1 80.9 3.0 5.7 5.0 4.1 4.4 3.3
Ireland 36.6 39.9 41.2 43.0 44.6 48.2 42.6 46.9 47.0 48.8 49.7 52.1 14.0 14.8 12.3 11.9 10.4 7.5
Italy 36.41 356 35.6 36.1 36.2 36.7 4321 422 425 43.3 43.6 43.9 1581 157 16.3 16.6 16.8 16.4
Japan 55.8 56.5 56.4 56.8 57.6 57.2 57.1 58.3 58.4 58.9 59.7 59.8 2.3 3.1 3.4 3.6 3.6 4.2
Korea 49.0 50.1 50.6 51.1 51.5 47.4 49.9 51.1 51.5 51.9 52.8 50.3 1.9 2.0 1.7 1.6 2.4 5.8
Luxembourg 4141 449 42.2 43.6 45.4 45.6 4251 470 441 45.7 47.1 47.6 251 43 4.4 4.7 3.7 4.2
Mexico ? 34.2 36.2 36.5 37.4 39.7 40.0 35.7 38.1 38.9 39.3 41.7 415 4.3 4.9 6.1 4.9 4.7 3.6
Netherlands 46.9 52.2 53.4 55.2 57.6 59.4 53.1 57.3 59.1 60.2 61.9 62.9 10.6 8.1 8.8 8.3 7.0 55
New Zealand 58.5 59.7 61.7 63.4 62.7 62.1 63.2 64.7 65.8 67.5 67.2 67.1 7.3 7.8 6.4 6.1 6.7 7.4
Norway ¢ 67.2 67.5 68.81 704 72.3 735 70.7 70.9 7211 741 75.6 75.9 4.9 4.8 4.7 4.9 43 3.2
Poland . 51.9 51.8 51.8 51.8 52.2 . 62.1 61.0 60.5 59.9 59.7 . 16.4 15.1 143 135 12.6
Portugal 533| 541 54.3 54.2 55.5 58.1 5711 588 59.1 59.5 60.3 61.9 6.7 8.0 8.1 8.8 7.9 6.0
Spain¢ 31.6 31.0 32.0 33.0 34.3 35.7 41.8 454 46.2 47.0 48.0 48.7 24.4 31.6 30.8 29.8 28.4 26.7
Sweden¢ 81.01 706 70.8 69.9 68.9 69.4 8251 77.0 77.2 77.1 76.3 75.5 181 8.4 8.4 9.6 9.9 8.0
Switzerland @ 68.7 67.8 68.3 69.3 69.8 71.0 70.6 71.0 71.1 72.3 72.7 74.2 2.6 4.5 4.0 4.2 4.0 4.3
Turkey 329 30.6 31.5 31.0 27.2 28.0 36.0 33.2 33.7 32.8 29.4 30.0 8.7 7.8 6.7 55 7.7 6.7
United Kingdom¢ 62.8 62.1 62.5 63.3 64.0 64.2 67.2 67.1 67.1 67.5 68.0 67.8 6.5 7.4 6.9 6.3 5.8 5.3
United States® 6401 652 65.8 66.31 67.1 67.4 6781 69.4 69.7 70.11 707 70.7 561 6.1 5.7 551 51 4.7
European Union® 49.0 49.1 49.8 50.2 50.7 51.3 54.8 56.5 56.9 57.4 57.8 58.0 10.5 13.0 12,5 12.5 12.4 115
OECD Europe® 475 47.8 48.4 48.7 48.5 49.0 52.8 54.6 54.9 55.1 54.9 55.0 10.1 12.3 11.8 11.7 11.7 10.9

Total OECD® 52.6 52.9 53.3 5371 541 54.3 56.5 57.8 58.1 5831 587 58.7 6.8 8.4 8.1 8.01 7.8 7.4

| Indicates break in series.
a) Ratios refer to persons aged 15 to 64 years who are in employment or in the labour force divided by the working age population, or in unemployment divided by the labour force.
b) For years prior to 1995, data cover persons aged 15 and over.
¢) Refers to persons ages 16 to 64.
d) The year 1990 refers to 1991.
e) For above countries only.
Sources: OECD, Labour Force Statistics, 1978-1998, Part Ill, forthcoming.
For Austria, Belgium, Denmark, Germany, Greece, Italy, Luxembourg and Portugal, data are from the European Labour Force Survey.
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Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex

Australia

Austria

Belgium

Canada

Czech Republic

Denmark

Finland

France

Germany

Greece

Hungary

Iceland @ b

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Both sexes
Percentages
1990 1995 1996 1997 1998

15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to

24 54 64 24 54 64 24 54 64 24 54 64 24 54 64
13.2 5.1 54 14.4 6.4 7.4 14.8 6.8 1.7 15.9 6.6 7.2 14.5 6.3 6.1
70.4 79.9 44.1 69.6 80.4 44.7 70.1 80.2 45.8 66.8 79.6 45.1 67.6 80.0 46.6
61.1 75.8 41.8 59.5 75.3 414 59.7 4.7 42.3 56.2 74.4 41.9 57.8 75.0 43.7
5.9 4.1 3.9 6.9 5.1 4.6 7.6 4.8 5.2 75 5.0 6.4
61.7 83.3 30.2 59.6 83.5 30.8 58.4 83.9 30.0 58.5 84.7 29.9
58.1 79.9 29.0 55.5 79.3 29.4 54.0 79.9 28.5 54.2 80.4 28.0
145 6.5 35 215 8.3 4.0 20.5 8.6 45 21.3 7.9 4.7 20.4 8.4 5.3
35.5 76.7 22.2 33.9 80.4 24.2 32.8 80.8 22.8 32.0 81.0 23.1 32.6 81.2 23.8
30.4 71.7 21.4 26.6 73.8 23.3 26.1 73.9 21.8 25.2 74.6 22.0 26.0 74.4 22.5
12.7 7.3 6.0 15.6 8.4 8.2 16.1 8.6 7.7 16.7 7.9 7.6 15.2 7.1 6.9
69.2 84.5 50.0 62.2 83.4 47.4 61.5 83.7 47.9 61.2 83.8 48.4 62.0 84.3 48.8
60.4 78.4 47.0 52,5 76.4 43.6 51.6 76.5 44.2 51.0 77.2 44.7 52.6 78.3 45.4
7.9 3.3 3.0 7.2 3.2 35 8.4 4.0 3.6 12.3 5.4 3.8
50.6 89.6 35.6 49.4 88.7 38.5 48.3 88.7 39.7 49.0 88.6 38.6
46.6 86.6 345 45.9 85.9 37.1 443 85.1 38.3 43.0 83.7 37.1
115 7.9 6.1 9.9 6.2 8.0 10.6 6.0 6.1 8.1 4.8 5.1 7.2 4.6 5.1
735 91.2 57.1 73.2 87.1 53.6 73.8 87.5 50.6 74.2 87.0 54.1 71.5 87.4 53.1
65.0 84.0 53.6 65.9 81.7 49.3 66.0 82.2 47.5 68.2 82.8 51.4 66.4 83.4 50.4
8.9 2.1 2.7 26.9 13.2 20.3 24.9 12.2 21.0 23.3 10.7 15.0 22.0 9.5 14.0
60.6 89.7 43.8 45.9 87.5 43.2 46.2 87.5 45.1 48.4 86.8 42.0 49.7 87.1 42.0
55.2 87.9 42.6 335 76.0 34.4 34.7 76.8 35.6 37.1 775 35.7 38.8 78.9 36.2
19.1 8.0 6.7 25.9 105 7.2 26.3 11.0 8.4 28.1 11.1 8.5 25.4 10.8 8.7
36.4 84.1 38.1 29.8 86.0 36.1 29.2 86.4 36.6 28.0 86.0 36.7 28.0 86.2 36.1
29.5 7.4 35.6 22.0 77.0 335 215 76.9 335 20.1 76.4 33.6 20.9 76.8 33.0
4.6 4.7 7.5 8.5 1.7 11.6 9.6 8.1 13.3 10.7 8.9 15.2 9.4 7.7 12.7
60.7 80.0 42.4 52.5 83.3 42.8 50.4 83.5 43.7 49.7 84.1 45.1 49.6 83.5 44.5
57.9 76.3 39.2 48.0 76.9 37.8 455 76.7 37.9 44.4 76.6 38.2 45.0 77.0 38.8
23.3 5.1 1.6 27.9 7.3 34 31.2 7.7 3.0 31.0 7.7 3.2 32.1 9.6 3.7
39.4 72.2 41.5 36.7 74.2 41.9 36.9 75.3 41.9 35.5 75.5 42.1 40.7 76.5 40.0
30.3 68.5 40.8 26.5 68.8 40.5 25.4 69.5 40.7 245 69.7 40.7 27.6 69.1 38.5
18.6 8.9 5.4 18.0 8.7 5.6 15.9 7.5 5.7 135 6.6 4.8
38.4 77.6 18.1 37.1 77.1 18.4 37.3 75.9 18.3 40.8 77.8 174
313 70.7 17.1 30.4 70.4 174 313 70.2 17.3 35.3 727 16.6
4.9 2.2 2.1 11.0 3.7 4.1 8.4 2.6 3.8 1.7 3.0 3.1 6.0 2.1 1.6
59.5 90.1 87.2 61.7 925 88.7 59.9 91.7 87.1 60.3 91.0 86.4 65.5 90.8 88.1
56.6 88.1 85.4 54.9 89.1 85.1 54.8 89.3 83.8 55.7 88.2 83.7 61.6 88.9 86.7
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Both sexes
Percentages
1990 1995 1996 1997 1998
15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to
24 54 64 24 54 64 24 54 64 24 54 64 24 54 64
Ireland Unemployment rates 176 124 84 | 191 111 78 | 182 110 6.8 | 16.1 9.5 6.0 | 115 7.3 51

Labour force participation rates 504 687 422 | 455 726 425 | 439 745 432 | 455 744 426 | 48.6 76.4 438
Employment/population ratios 415 602 386 | 368 645 392 | 359 663 403 | 381 673 401 | 430 709 416

Italy Unemployment rates 28.9 6.6 1.8 32.8 8.9 43 34.1 9.3 4.3 33.6 9.6 4.4 32.1 9.6 4.7
Labour force participation rates 468 728 325|| 388 716 283 | 385 722 285 | 380 724 286 | 375 728 283
Employment/population ratios 333 680 3201| 261 652 270 | 254 655 273 | 252 655 273 | 254 659 26.9

Japan Unemployment rates 4.3 1.6 2.7 6.1 2.6 3.7 6.7 2.7 41 6.6 2.8 3.9 7.7 34 5.0
Labour force participation rates 441 809 647 | 476 814 662 | 483 818 663 | 486 822 669 | 483 821 67.1
Employment/population ratios 422 796 629 | 447 793 637 | 450 796 636 | 453 799 642 | 446 792 638

Korea Unemployment rates 7.0 19 0.8 6.3 1.6 0.8 6.1 1.6 0.7 7.7 2.1 1.0 15.9 6.4 4.0
Labour force participation rates 350 746 624 | 365 756 641 | 354 761 636 | 344 766 643 | 314 750 613
Employment/population ratios 325 732 619 | 342 744 635 | 332 749 632 | 318 750 636 | 264 703 589

Luxembourg Unemployment rates 37 14 0.8 7.2 25 0.3 9.2 2.7 0.0 7.3 2.1 0.9 6.4 25 0.6
Labour force participation rates 447 728 284|| 412 738 240 | 407 752 226 | 374 760 240 | 353 767 251
Employment/population ratios 43.1 71.8 28.2|| 38.2 719 240 | 36.9 73.2 22.6 34.7 74.4 23.7 33.1 74.7 25.0

Mexico? Unemployment rates 5.4 2.2 1.0 9.3 4.4 3.3 7.7 3.3 21 6.3 25 11 5.3 2.2 1.0
Labour force participation rates 522 659 546 | 541 678 529 | 531 684 532 | 535 701 56.1 | 540 69.8 544
Employment/population ratios 493 644 541 | 491 648 512 | 490 662 521 | 501 684 554 | 51.1 683 53.9

Netherlands Unemployment rates 111 6.7 3.7 | 128 6.1 30 | 121 55 3.2 9.5 4.9 25 8.2 3.6 2.3
Labour force participation rates 614 763 308 | 645 799 303 | 664 802 316 | 675 815 325 | 680 823 341
Employment/population ratios 545 712 224 | 563 750 227 | 584 757 305 | 611 775 317 | 625 793 333

New Zealand Unemployment rates 14.1 6.0 46 | 119 5.1 33 | 118 49 37 | 131 53 40 | 146 6.1 4.6
Labour force participation rates 67.9 81.2 438 674 817 52.1 674 824 559 66.9 821 56.8 | 65.2 81.8 58.4
Employment/population ratios 583 763 418 | 594 776 504 | 594 784 539 | 581 778 545 | 557 768 557

Norway 2 Unemployment rates 11.8 4.2 21 11.9 4.1 2.6 12.4 3.9 2.2 10.9 3.2 2.0 9.5 2.3 1.9
Labour force participation rates 605 859 631 | 559 859 648|| 59.7 871 660 | 619 881 677 | 63.8 87.8 682
Employment/population ratios 534 823 618 | 492 824 6311|523 837 646 | 552 853 664 | 57.7 857 66.9

Poland Unemployment rates . . .| 312 117 59 | 285 108 59 | 247 100 53 | 232 9.5 5.9
Labour force participation rates . . .. | 397 840 359 | 390 836 350 | 383 89 355 | 373 829 343
Employment/population ratios . . . 273 742 338 | 279 746 330 | 288 747 336 | 286 750 323
Portugal Unemployment rates 104 3.7 1.7 16.0 6.1 4.0 17.0 6.2 5.0 14.1 5.7 5.2 9.5 4.1 34

Labour force participation rates 584 798 47.6|| 431 834 474 | 423 834 487 | 442 834 494 | 474 838 527
Employment/population ratios 524 769 468|| 362 783 455 | 351 782 463 | 379 786 468 | 429 803 509

Spain? Unemployment rates 301 131 81 | 403 199 122 | 398 191 116 | 371 181 113 | 341 165 106
Labour force participation rates 549 703 400 | 476 740 365 | 467 753 373 | 460 753 378 | 464 756 3838
Employment/population ratios 38.3 61.1 36.8 284  59.2 32.1 28.1 60.9 33.0 28.9 61.6 335 | 30.6 63.1 34.8
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Sweden?a

Switzerland ®

Turkey

United Kingdom @

United States?

European Union¢

OECD Europe®¢

Total OECD¢

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Both sexes
Percentages
1990 1995 1996 1997 1998

15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to

24 54 64 24 54 64 24 54 64 24 54 64 24 54 64

45 1.3 15 20.6 7.9 7.8 22.5 8.7 8.2 225 9.2 8.0 16.8 7.6 6.6
69.1 92.8 70.5 52.7 89.6 67.1 51.1 89.4 69.0 50.2 88.6 68.1 50.0 88.0 67.5
66.0 91.6 69.4 42.3 82.6 61.9 40.3 81.8 63.4 39.6 80.6 62.7 41.6 81.3 63.0

3.2 1.6 1.2 5.5 3.0 3.2 4.7 3.7 3.3 6.0 4.1 2.9 5.8 3.3 3.4
71.6 85.9 72.0 66.2 86.4 72.1 66.4 86.8 73.1 67.0 86.9 72.8 67.2 87.8 73.8
69.3 84.5 71.1 62.6 83.8 69.8 63.3 83.6 70.7 62.9 83.4 70.7 63.3 84.9 71.3
16.0 5.4 3.1 14.7 4.9 2.3 12.9 4.4 17 144 4.4 14 13.8 4.7 1.9
54.7 65.1 44.1 47.9 64.0 43.4 47.1 63.0 42.5 44.5 60.9 40.3 43.6 61.3 419
45.9 61.6 42.7 40.9 60.9 42.4 41.0 60.2 41.8 38.1 58.2 39.7 37.6 58.4 41.1
10.1 5.8 7.2 15.3 7.4 7.5 14.7 7.0 7.1 13.5 5.9 6.3 12.3 5.0 5.3
78.0 83.9 53.0 69.8 83.4 51.4 70.7 83.3 51.4 70.5 83.3 51.7 69.5 83.3 51.0
70.1 79.0 49.2 59.1 77.2 47.6 60.3 775 47.7 61.0 78.4 48.5 61.0 79.1 48.3
11.2 4.6 3.3 12.1 4.5 3.6 12.0 4.3 3.4 11.3 3.9 2.9 104 35 2.6
67.3 83.5 55.9 66.3 83.5 57.2 65.5 83.8 57.9 65.4 84.1 58.9 65.9 84.1 59.3
59.8 79.7 54.0 58.3 79.7 55.1 57.6 80.2 55.9 58.0 80.9 57.2 59.0 81.1 57.7
15.7 6.6 5.6 20.8 9.3 8.4 21.3 9.4 9.0 20.6 9.3 9.4 19.1 8.6 8.1
55.0 79.1 41.1 47.7 80.7 39.6 47.1 81.1 40.2 46.5 81.2 40.8 46.6 81.3 40.4
46.4 73.9 38.6 37.8 73.2 36.0 37.1 735 36.6 36.9 73.7 36.9 37.7 74.3 37.1
154 6.3 5.2 19.7 8.8 7.4 195 8.8 7.8 19.1 8.6 8.1 17.8 8.0 7.2
55.2 7.7 42.1 47.3 79.5 39.7 46.6 79.5 40.1 45.7 79.3 40.5 45.6 79.4 40.2
46.7 72.8 39.6 38.0 725 36.6 375 72.6 37.0 37.0 725 37.2 375 73.0 37.4
11.5 4.8 3.8 14.1 6.3 5.2 13.9 6.2 5.3 134 5.9 5.2 12.8 5.7 5.0
55.8 79.1 50.4 52.5 79.9 49.1 51.9 80.1 49.6 51.6 80.3 50.3 51.7 80.1 50.5
49.4 75.3 48.4 45.1 74.9 46.4 44.7 75.2 47.0 44.6 75.5 47.7 45.1 75.5 479

| Indicates break in series.
a) Age group 15 to 24 refers to 16 to 24.
b) The year 1990 refers to 1991.
¢) For above countries only.
Sources: OECD, Labour Force Statistics, 1978-1998, Part Ill, forthcoming.
For Austria, Belgium, Denmark, Germany, Greece, Italy, Luxembourg and Portugal, data are from the European Labour Force Survey.
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Australia

Austria

Belgium

Canada

Czech Republic

Denmark

Finland

France

Germany

Greece

Hungary

Iceland @ b

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Men
Percentages
1990 1995 1996 1997 1998

15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to

24 54 64 24 54 64 24 54 64 24 54 64 24 54 64
13.9 4.9 6.3 14.9 6.9 9.0 15.4 7.2 9.5 17.1 6.6 8.7 15.7 6.7 7.0
73.0 93.1 63.2 71.6 91.7 60.8 72.6 91.5 60.2 68.7 90.6 59.5 69.9 90.4 60.5
62.8 88.5 59.2 60.9 85.4 55.3 61.4 84.9 54.4 56.9 84.6 54.3 59.0 84.3 56.3
5.7 3.6 4.4 7.1 5.1 5.1 7.8 4.5 6.0 7.4 4.9 6.6
64.6 93.2 42.6 62.9 93.0 44.7 61.4 93.3 43.0 61.7 93.8 42.5
60.9 89.8 40.8 58.4 88.2 42.4 56.6 89.1 40.5 57.1 89.2 39.6
10.1 4.0 3.1 19.7 6.2 3.8 17.3 6.6 4.7 17.6 6.2 4.8 18.3 6.6 5.3
37.0 92.2 35.4 36.0 92.3 35.9 35.6 92.4 33.8 34.7 92.1 33.9 35.7 91.7 33.9
33.3 88.5 34.3 28.9 86.5 34.5 29.4 86.3 32.2 28.5 86.4 32.2 29.2 85.7 32.1
13.9 7.1 6.2 17.0 8.6 8.3 175 8.7 7.8 17.6 7.9 7.5 16.6 7.2 6.9
71.4 93.3 64.9 63.9 91.0 58.9 63.5 91.0 59.3 63.4 91.1 60.6 63.6 91.3 59.6
61.5 86.6 60.9 53.1 83.2 54.0 52.4 83.1 54.7 52.2 83.9 56.1 53.0 84.7 55.5
7.5 2.6 2.6 6.4 25 3.2 7.3 3.1 3.1 10.6 3.9 3.6
58.0 95.4 52.0 57.7 95.2 55.8 56.1 95.2 56.4 55.7 95.1 55.1
53.7 92.9 50.6 54.1 92.8 54.0 52.0 92.3 54.7 49.8 91.4 53.2
114 7.5 5.2 7.8 5.0 6.9 9.0 4.7 6.0 6.6 4.1 4.4 6.7 3.3 4.2
76.5 94.5 69.2 77.0 91.8 67.9 76.6 92.8 62.1 7.7 925 63.8 71.5 91.9 61.1
67.8 87.4 65.6 71.0 87.3 63.2 69.7 88.5 58.4 725 88.7 61.0 66.7 88.9 58.6
9.4 25 2.7 25.6 133 21.6 24.3 11.8 20.3 22.0 10.4 15.0 20.0 9.0 14.0
64.2 92.9 47.1 52.0 90.6 44.6 52.2 90.3 47.2 52.9 89.6 44.5 54.1 90.2 44.5
58.1 90.6 45.8 38.7 78.6 34.9 39.5 79.7 37.6 41.3 80.3 37.8 43.2 82.1 38.3
15.3 5.9 6.0 21.0 8.8 1.7 22.1 9.3 8.6 24.6 9.7 8.6 21.9 9.3 8.3
39.6 95.4 45.8 32.8 94.9 415 324 95.2 42.3 314 94.8 42.0 30.9 94.5 41.3
33.6 89.8 43.0 25.9 86.6 38.4 25.3 86.3 38.6 23.7 85.6 38.4 24.2 85.8 37.9
4.4 3.6 6.7 8.7 6.3 104 10.5 7.3 12.3 12.0 8.2 13.9 104 75 12.0
62.5 93.9 58.3 54.6 93.1 54.5 53.6 92.9 54.5 53.2 93.3 55.3 52.9 93.2 55.6
59.7 90.5 54.4 49.8 87.3 48.8 48.0 86.1 47.8 46.8 85.7 47.6 475 86.1 48.9
15.1 3.2 18 19.4 5.1 3.6 215 4.8 2.9 22.2 4.9 3.3 23.1 6.5 3.7
44.1 94.3 59.5 41.3 94.5 61.1 40.1 94.9 61.0 38.7 94.6 61.0 44.3 94.2 57.0
37.4 91.3 58.4 333 89.7 58.9 315 90.3 59.2 30.1 89.9 59.0 34.0 88.0 55.0
20.7 9.9 5.4 19.0 9.4 5.7 16.9 8.2 6.3 14.8 6.9 4.7
44.6 86.5 28.6 43.7 85.9 28.0 43.6 85.0 27.8 46.5 87.7 26.9
35.3 77.9 27.1 35.4 77.8 26.4 36.2 78.0 26.1 39.6 81.6 25.6
5.8 1.8 1.0 13.1 3.1 4.2 9.2 2.1 3.3 8.3 2.3 2.8 6.4 1.3 1.8
60.1 97.0 93.5 63.8 96.8 92.7 60.1 96.3 93.2 59.2 96.7 91.7 63.8 96.1 93.3
56.6 95.2 92.6 55.4 93.9 88.8 54.6 94.3 90.1 54.3 945 89.1 59.7 94.8 91.6
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Men
Percentages
1990 1995 1996 1997 1998
15to 25to 55to 15 to 25 to 55 to 15to 25to 55to 15 to 25 to 55 to 15 to 25to0 55to
24 54 64 24 54 64 24 54 64 24 54 64 24 54 64
Ireland Unemployment rates 189 118 85 | 205 112 75 | 192 112 69 | 16.9 9.7 6.4 | 11.9 7.7 53

Labour force participation rates 534 919 65.1 | 490 90.6 639 | 47.1 91.5 63.0 | 489 905 617 524 922 63.0
Employment/population ratios 433 811 596 | 389 805 591 | 380 813 587 | 406 817 578 | 462 851 59.6

Italy Unemployment rates 234 3.9 1.7 29.0 6.7 41 30.0 7.1 4.3 28.7 75 4.6 28.1 7.2 4.8
Labour force participation rates 50.7 940 51.7|| 438 895 441 | 43.0 89.7 440 | 422 898 435 | 427 89.8 426
Employment/population ratios 388 902 5091|311 835 423 | 301 834 421 | 301 830 415 | 307 833 405

Japan Unemployment rates 45 14 34 6.1 2.2 4.7 6.8 2.5 5.1 6.9 25 5.0 8.2 31 6.3
Labour force participation rates 434 975 833 | 480 975 848 | 489 977 849 | 494 976 851 | 488 973 852
Employment/population ratios 414 9.2 804 | 451 953 808 | 456 953 806 | 460 951 809 | 448 943 7938

Korea Unemployment rates 9.5 25 1.2 8.0 1.9 1.1 8.3 2.0 0.9 9.4 24 15 | 20.8 7.2 5.4
Labour force participation rates 284 946 772 | 301 946 79.7 | 295 944 792 | 282 940 797 | 264 936 754
Employment/population ratios 257 922 763 | 277 928 788 | 271 925 785 | 256 918 785 | 209 868 713

Luxembourg Unemployment rates 2.7 11 1.1 6.7 1.7 0.0 10.1 1.8 0.0 5.6 15 0.8 5.8 1.7 0.0
Labour force participation rates 457 951 432|| 424 939 351 | 428 938 356 | 394 934 358 | 372 944 3Kl
Employment/population ratios 445 940 4271| 396 922 351 38.5 92.1 35.6 37.2 920 355 | 351 92.8 35.1

Mexico? Unemployment rates 5.2 15 1.0 8.6 4.6 35 7.1 3.2 2.6 5.4 2.0 0.9 4.7 1.9 1.1
Labour force participation rates 712 968 8.9 | 725 962 80.7 | 718 965 802 | 717 969 837 | 718 96.7 833
Employment/population ratios 675 954 851 | 663 918 779 | 667 934 782 | 678 950 829 | 684 948 824

Netherlands Unemployment rates 10.0 45 32 | 120 5.0 26 | 111 43 29 9.1 3.7 2.2 7.8 2.8 2.0
Labour force participation rates 618 934 457 | 655 928 423 | 669 927 431 | 69.0 931 442 | 689 937 469
Employment/population ratios 556 892 335 | 577 832 315 | 595 887 418 | 627 897 433 | 635 911 46.0

New Zealand Unemployment rates 14.9 6.6 49 | 120 5.1 36 | 124 4.8 43 | 132 5.3 47 | 156 6.0 4.9
Labour force participation rates 714 934 56.8 713 920 653 70.8 91.9 69.0 69.6 920 693 | 67.9 914 706
Employment/population ratios 60.7 872 540 | 628 874 629 | 620 875 660 | 604 872 660 | 57.3 859 67.1

Norway 2 Unemployment rates 12.4 4.7 3.0 11.9 4.3 3.2 12.1 3.8 25 10.1 3.2 2.2 9.5 2.3 2.0
Labour force participation rates 639 923 728 | 580 912 723|| 620 921 732 | 654 926 751 | 664 924 758
Employment/population ratios 560 880 707 | 511 873 70.01|| 545 886 714 | 588 89.7 735 | 60.1 902 742

Poland Unemployment rates . . .. | 290 104 6.7 | 26.3 9.3 6.3 | 22.0 8.2 56 | 215 8.0 6.2
Labour force participation rates . . .. | 439 901 455 | 434 89.7 445 | 423 894 453 | 410 893 445
Employment/population ratios . . .. | 311 808 425 | 320 814 417 | 330 821 427 | 322 8.2 417
Portugal Unemployment rates 7.9 24 1.9 15.1 5.3 49 14.6 5.2 5.9 11.0 5.0 6.4 8.3 3.1 3.8

Labour force participation rates 638 940 659|| 472 936 619 | 462 934 622 | 485 927 622 | 511 931 673
Employment/population ratios 587 917 6461| 401 836 589 | 394 885 585 | 431 880 582 | 469 902 647

Spain? Unemployment rates 23.2 9.3 84 | 336 153 126 | 330 149 114 | 303 135 108 | 271 115 9.6
Labour force participation rates 61.7 943 624 | 525 927 549 | 518 928 563 | 504 926 566 | 517 927 577
Employment/population ratios 474 855 57.2 | 349 785  48.0 | 347 79.0 499 352 801 505 | 377 82.0 52.1
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Sweden?a

Switzerland ®

Turkey

United Kingdom @

United States?

European Union¢

OECD Europe®¢

Total OECD¢

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Men
Percentages
1990 1995 1996 1997 1998

15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to

24 54 64 24 54 64 24 54 64 24 54 64 24 54 64

4.6 1.3 1.3 21.8 8.7 8.9 23.0 9.2 9.4 23.0 9.4 9.4 17.5 7.8 7.8
69.3 94.7 75.3 52.7 92.0 70.7 52.0 91.6 72.9 51.4 91.0 713 51.4 90.5 71.4
66.1 935 74.4 41.8 84.0 64.4 40.7 83.4 66.0 40.3 82.6 64.7 42.4 83.4 65.8

3.0 0.8 14 5.4 2.3 4.0 5.2 3.2 3.1 8.0 4.0 3.1 4.7 2.8 4.1
72.9 97.8 86.4 68.0 97.7 82.3 68.3 97.3 81.7 69.0 97.0 81.9 70.6 97.0 81.7
70.7 97.0 85.2 64.3 95.4 79.0 64.7 94.2 79.1 63.5 93.2 79.3 67.3 94.3 78.4
16.6 5.2 4.0 16.3 4.9 3.1 14.6 4.6 2.3 14.0 4.3 18 145 4.8 24
71.8 94.2 61.3 61.9 93.4 60.9 60.9 92.6 57.4 59.4 92.1 56.5 57.8 92.2 58.2
59.9 89.3 58.8 51.8 88.8 59.1 52.0 88.3 56.1 51.1 88.1 55.4 49.5 87.8 56.8
111 5.6 8.4 17.9 8.5 10.1 17.8 8.0 9.5 15.6 6.7 7.8 13.8 5.5 6.8
83.5 94.8 68.1 74.4 92.7 62.4 75.3 91.9 62.9 74.6 91.6 63.6 73.4 91.4 62.6
74.2 89.5 62.4 61.1 84.8 56.1 61.9 84.6 57.0 63.0 85.4 58.6 63.3 86.4 58.3
11.6 4.6 3.8 125 4.4 3.6 12.6 4.2 3.3 11.8 3.7 3.1 11.1 3.3 2.8
71.8 934 67.8 70.2 91.6 66.0 68.8 91.8 67.0 68.2 91.8 67.6 68.4 91.8 68.1
63.5 89.1 65.2 61.5 87.6 63.6 60.1 87.9 64.7 60.1 88.4 65.5 60.8 88.8 66.2
135 5.0 5.6 19.4 8.0 8.5 20.0 8.2 9.0 19.1 8.1 9.2 17.6 7.3 8.0
58.8 94.3 56.7 51.4 92.6 51.9 50.9 92.6 52.3 52.6 92.5 52.5 50.4 92.4 52.2
50.8 89.6 53.2 41.4 85.3 47.2 40.7 85.0 47.6 42.5 85.0 47.7 41.6 85.6 48.0
13.9 4.9 5.3 18.8 7.6 7.6 18.7 7.7 7.9 17.9 7.5 7.9 16.7 6.9 7.1
61.1 94.3 57.8 52.7 92.5 52.4 52.2 92.3 52.4 53.0 92.2 52.6 51.3 92.2 52.5
52.6 89.7 54.4 42.8 85.5 48.1 42.4 85.3 48.2 43.5 85.3 48.4 42.7 85.8 48.7
11.1 4.1 4.2 13.9 5.7 5.7 13.8 5.6 5.7 13.3 5.3 55 125 5.2 55
61.3 94.6 66.5 57.9 93.2 62.7 57.4 93.1 63.0 57.4 93.1 63.6 57.0 93.0 63.7
54.5 90.8 63.5 49.9 87.9 59.0 49.5 87.9 59.4 49.8 88.2 60.1 49.9 88.2 60.2

| Indicates break in series.
a) Age group 15 to 24 refers to 16 to 24.
b) The year 1990 refers to 1991.
¢) For above countries only.
Sources: OECD, Labour Force Statistics, 1978-1998, Part Ill, forthcoming.
For Austria, Belgium, Denmark, Germany, Greece, Italy, Luxembourg and Portugal, data are from the European Labour Force Survey.
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Australia

Austria

Belgium

Canada

Czech Republic

Denmark

Finland

France

Germany

Greece

Hungary

Iceland @ b

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Women
Percentages
1990 1995 1996 1997 1998

15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to

24 54 64 24 54 64 24 54 64 24 54 64 24 54 64
124 55 3.0 14.0 5.7 4.0 14.1 6.4 4.2 145 6.5 4.2 13.2 5.7 4.4
67.7 66.6 24.9 67.5 69.2 28.6 67.4 68.9 31.2 64.7 68.7 30.6 65.1 69.6 324
59.3 63.0 24.2 58.1 65.2 27.4 57.9 64.5 29.9 55.4 64.2 29.3 56.5 65.6 31.0
6.2 4.8 2.9 6.5 5.1 35 7.3 5.0 3.3 7.6 5.2 5.7
58.9 73.3 18.8 56.4 73.9 17.9 55.4 74.4 17.9 55.5 75.5 18.1
55.2 69.8 18.3 52.7 70.1 17.3 51.4 70.7 17.3 51.3 71.6 17.1
19.2 10.3 4.9 23.7 111 4.4 24.4 11.3 4.0 25.7 10.2 4.3 23.0 10.7 5.4
34.1 60.8 9.9 317 68.2 13.3 29.9 69.0 125 29.3 69.7 13.0 29.4 70.5 14.2
275 54.5 9.4 24.2 60.6 12.7 22.6 61.2 12.0 21.8 62.6 12.4 22.6 62.9 134
11.3 7.5 5.6 14.0 8.3 8.0 14.6 8.5 7.6 15.7 7.9 7.8 13.7 7.1 6.9
67.0 75.7 355 60.4 75.9 36.3 59.5 76.4 36.9 59.0 76.6 36.5 60.4 77.3 38.2
59.4 70.0 335 51.9 69.6 334 50.8 69.9 34.1 49.7 70.5 33.6 52.1 71.8 35.6
8.5 4.2 3.8 8.3 4.0 4.1 10.0 5.1 4.5 14.6 7.2 4.4
42.9 83.7 21.3 40.8 82.1 23.2 40.2 82.0 25.0 42.0 81.9 23.9
39.2 80.3 20.5 37.4 78.9 22.3 36.2 77.9 23.8 35.9 76.0 229
11.6 8.4 7.5 12.3 7.6 9.8 124 7.6 6.3 9.9 5.7 6.0 1.7 6.1 6.4
70.4 87.7 45.8 69.4 82.1 40.1 70.8 82.1 39.5 70.4 81.7 43.9 71.5 82.8 44.2
62.2 80.3 42.4 60.9 75.9 36.1 62.0 75.8 37.0 63.4 77.0 41.2 66.0 7.7 41.3
8.3 1.6 2.8 28.7 131 18.9 25.8 12.7 21.7 25.0 111 15.0 24.5 10.1 13.9
56.9 86.5 40.8 39.5 84.4 41.9 40.0 84.7 43.1 43.6 84.0 39.6 45.1 84.0 39.7
52.2 85.1 39.7 28.2 73.4 34.0 29.7 73.9 33.7 32.7 74.6 33.7 34.1 75.6 34.2
23.9 10.7 7.6 32.2 12.6 6.6 31.9 13.0 8.2 32.8 12.9 8.5 30.0 12.7 9.3
33.1 72.9 31.1 26.7 77.3 30.9 25.9 77.8 31.3 245 77.3 31.6 25.0 77.9 31.2
25.2 65.1 28.8 18.1 67.5 28.9 17.7 67.6 28.8 16.5 67.3 28.9 175 68.0 28.3
4.7 6.3 8.9 8.2 9.4 13.7 8.6 9.1 149 9.2 9.9 17.3 8.2 8.0 14.0
58.8 65.6 215 50.3 73.2 313 47.1 73.7 331 46.1 745 35.0 46.3 735 33.4
56.0 61.5 25.0 46.2 66.3 27.0 43.0 67.0 28.2 41.9 67.2 28.9 42.5 67.6 28.7
32.6 8.6 12 37.7 10.9 2.9 41.3 12.3 3.0 40.6 11.9 3.1 42.4 144 3.9
35.3 51.5 24.3 325 55.0 24.5 34.1 56.9 245 32.6 57.5 25.1 37.3 59.4 24.4
23.8 47.1 24.0 20.3 49.0 23.8 20.0 49.9 23.8 194 50.7 24.4 21.5 50.8 23.4
15.6 7.7 5.3 16.4 7.8 5.3 145 6.7 4.4 11.6 6.1 51
31.9 68.9 9.7 30.2 68.5 10.8 30.6 67.2 10.8 34.9 68.2 10.0
27.0 63.6 9.2 25.2 63.2 10.2 26.2 62.7 10.3 30.9 64.0 9.5
3.9 2.6 3.4 8.6 4.3 4.0 7.6 3.2 44 7.1 3.9 35 5.6 29 1.4
58.8 83.0 81.1 59.6 88.0 84.8 59.6 86.9 81.3 61.5 85.1 81.2 67.3 85.4 83.0
56.5 80.8 78.3 545 84.2 81.5 55.1 84.1 e 57.2 81.8 78.4 63.5 82.9 81.9
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Women
Percentages
1990 1995 1996 1997 1998
15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to
24 54 64 24 54 64 24 54 64 24 54 64 24 54 64
Ireland Unemployment rates 16.1 135 83 | 174 109 85 | 17.0 107 6.7 | 15.2 9.3 49 | 111 6.7 4.6

Labour force participation rates 473 455 199 | 420 546 212 | 406 57.5 234 | 419 584 233 | 446 60.8 24.6
Employment/population ratios 396 393 182 | 347 486 194 | 337 514 218 | 356 53.0 222 | 397 568 235

Italy Unemployment rates 35.4 11.3 2.0 37.6 12.6 4.9 39.2 129 4.3 39.9 131 3.8 37.2 134 45
Labour force participation rates 430 521 150(| 338 537 138 | 339 548 144 | 338 551 150 | 322 561 151
Employment/population ratios 278 462 1471| 211 470 131 | 206 477 138 | 203 479 144 | 202 486 144

Japan Unemployment rates 41 21 1.4 6.1 31 2.1 6.7 3.2 2.3 6.3 3.2 2.2 7.3 3.8 29
Labour force participation rates 448 642 472 | 472 652 485 | 476 658 488 | 47.7 66.7 495 | 478 66.6  49.9
Employment/population ratios 430 629 465 | 444 632 475 | 444 637 476 | 447 646 484 | 443 640 485

Korea Unemployment rates 55 0.9 0.3 5.3 0.9 0.4 4.8 1.0 0.4 6.6 1.7 0.4 12.8 4.9 1.9
Labour force participation rates 40.7 542 496 | 419 556 504 | 405 569 496 | 398 584 502 | 358 559 479
Employment/population ratios 385 537 494 | 397 551 502 | 385 564 494 | 371 575 50.0 | 312 531 469

Luxembourg Unemployment rates 47 2.2 0.0 7.8 39 1.0 8.3 4.2 0.0 9.2 2.9 1.2 7.1 39 1.9
Labour force participation rates 440 497 138]|| 400 527 133 | 385 559 102 | 353 580 126 | 334 584 156
Employment/population ratios 42.0 48.6 13.81| 36.8 50.6 13.2 35.3 53.6 10.2 32.1 56.3 125 | 31.0 56.2 15.3

Mexico? Unemployment rates 5.8 3.8 1.0 10.8 41 2.6 8.8 35 1.0 7.8 35 1.8 6.4 2.7 0.5
Labour force participation rates 345 382 244 | 360 423 269 | 352 434 278 | 365 463 302 | 371 458 283
Employment/population ratios 325 368 242 | 321 406 262 | 321 419 275 | 336 447 296 | 347 446 281

Netherlands Unemployment rates 123 103 50 | 137 7.7 3.7 | 131 7.3 40 | 10.0 6.5 3.2 8.7 48 31
Labour force participation rates 609 585 167 | 635 664 186 | 658 672 202 | 660 694 209 | 671 705 215
Employment/population ratios 534 524 120 | 548 613 140 | 571 623 194 | 594 650 202 | 613 67.1 208

New Zealand Unemployment rates 13.2 5.4 40 | 118 5.0 27 | 112 5.0 27 | 13.0 53 3.0 | 135 6.2 4.1
Labour force participation rates 64.3 69.3 30.7 63.4 718 39.0 | 64.1 73.3 430 64.1 726 444 | 624 725  46.3
Employment/population ratios 558 656 295 | 560 681 379 | 569 696 418 | 558 687 431 | 540 681 444

Norway 2 Unemployment rates 11.0 3.9 1.9 11.8 3.7 1.9 12.7 3.9 1.8 111 35 1.7 9.4 2.3 17
Labour force participation rates 569 792 539 | 537 804 574|| 573 817 592 | 581 833 606 | 611 83.0 608
Employment/population ratios 50.7 761 528 | 473 774 564]| 500 785 581 | 516 804 596 | 553 811 598

Poland Unemployment rates . . .. | 338 132 49 | 312 125 52 | 28.0 120 49 | 252 112 55
Labour force participation rates . . .. | 356 780 276 | 346 775 269 | 343 765 271 | 337 765 257
Employment/population ratios . . . 235 677 263 | 238 678 255 | 247 673 257 | 252 679 243
Portugal Unemployment rates 13.3 5.4 14 17.1 7.0 2.6 20.0 7.4 3.6 18.0 6.5 34 10.9 5.4 2.8

Labour force participation rates 530 670 315|| 389 741 345 | 383 743 368 | 398 748 383 | 436 749 400
Employment/population ratios 460 634 311[| 323 689 336 | 306 688 354 | 326 699 370 | 388 709 389

Spain? Unemployment rates 39.7 20.6 7.2 49.1 275 11.4 48.8 26.3 12.1 46.1 25.4 12.7 43.4 24.1 12.1
Labour force participation rates 475 469 195 | 424 555 199 | 414 568 202 | 412 581 206 | 409 589 214
Employment/population ratios 28.7 37.2 18.1 21.6  40.2 17.6 212 419 17.8 222 434 18.0 | 23.2 4438 18.8
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— Table C. Unemployment, labour force participation rates and employment/population ratios by age and sex (cont.) —

Sweden?a

Switzerland ®

Turkey

United Kingdom @

United States?

European Union¢

OECD Europe®¢

Total OECD¢

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Women
Percentages
1990 1995 1996 1997 1998

15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to 15 to 25 to 55 to

24 54 64 24 54 64 24 54 64 24 54 64 24 54 64

45 1.2 1.6 19.4 7.0 6.6 22.0 8.3 6.9 21.9 8.9 6.5 16.1 7.3 5.2
68.9 90.8 65.8 52.6 87.1 63.7 50.2 87.1 65.2 48.9 86.2 64.9 48.5 85.4 63.6
65.9 89.7 64.7 42.9 81.1 59.5 39.9 80.1 60.7 38.9 78.6 60.7 40.7 79.1 60.3

3.4 2.6 0.7 5.5 4.0 1.8 4.1 4.3 3.6 3.8 4.2 2.6 7.0 4.0 2.3
70.3 73.7 53.4 64.4 75.0 58.7 64.5 76.1 61.8 64.8 76.7 60.8 63.7 78.6 63.7
67.9 71.8 53.0 60.8 72.0 57.6 61.9 72.8 59.6 62.3 735 59.2 59.3 75.5 62.3
15.0 5.9 1.0 121 4.7 0.4 104 3.7 0.3 15.0 4.8 0.5 12.7 45 0.7
39.4 36.0 26.6 35.3 34.4 26.1 34.7 32.8 27.9 31.2 295 24.3 30.6 30.5 25.5
335 33.9 26.4 31.0 32.8 26.0 31.1 31.6 27.8 26.5 28.1 24.2 26.7 29.1 25.4

9.0 5.9 5.0 12.2 6.0 3.7 111 5.6 34 11.0 4.9 3.9 105 45 3.1
72.4 72.9 38.7 64.9 74.0 40.8 65.8 74.5 40.2 66.1 75.0 40.3 65.4 75.1 39.8
65.9 68.6 36.7 57.0 69.5 39.3 58.6 70.3 38.8 58.8 713 38.7 58.5 71.7 38.5
10.7 4.6 2.8 11.6 4.5 3.6 11.3 4.4 3.4 10.7 4.1 2.7 9.8 3.8 2.4
62.9 74.0 45.2 62.3 75.6 49.2 62.2 76.1 49.6 62.6 76.7 50.9 63.3 76.5 51.2
56.1 70.6 44.0 55.1 72.2 47.5 55.2 72.8 47.9 55.9 735 495 57.2 73.6 50.0
18.1 8.9 5.7 225 11.0 8.2 22.8 11.0 8.9 225 10.8 9.7 20.8 10.3 8.3
51.1 64.0 26.7 43.9 68.7 28.0 43.1 69.4 28.7 42.6 69.9 29.6 42.7 70.1 29.0
41.8 58.3 25.1 34.1 61.1 25.6 333 61.8 26.2 33.1 62.3 26.7 33.8 62.9 26.6
17.3 8.5 5.1 20.8 10.4 7.0 20.7 10.3 7.6 20.9 10.2 8.3 19.2 9.7 7.2
49.4 61.1 27.3 41.8 66.4 27.8 41.0 66.6 28.6 40.0 66.4 29.0 40.0 66.5 28.6
40.8 55.9 25.8 33.1 59.4 25.7 32.6 59.7 26.4 31.6 59.6 26.6 32.3 60.1 26.5
12.1 5.8 3.3 14.4 7.1 4.6 14.1 6.9 4.7 14.0 6.8 4.8 13.1 6.5 4.3
50.4 63.7 35.5 47.1 66.8 36.4 46.5 67.2 37.1 46.2 67.6 37.9 46.4 67.5 38.0
44.3 60.0 34.3 40.3 62.1 34.7 39.9 62.5 35.3 39.8 63.0 36.1 40.3 63.0 36.3

| Indicates break in series.
a) Age group 15 to 24 refers to 16 to 24.
b) The year 1990 refers to 1991.
¢) For above countries only.
Sources: OECD, Labour Force Statistics, 1978-1998, Part Ill, forthcoming.
For Austria, Belgium, Denmark, Germany, Greece, Italy, Luxembourg and Portugal, data are from the European Labour Force Survey.
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Australia

Austria

Belgium

Canada

Czech Republic

Denmark

Finland

France

Germany

Greece

Hungary

Ireland

Italy

by educational attainment for persons aged 25-64, 1996

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
Labour force participation rates
Employment/population ratios

Unemployment rates
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Table D. Unemployment, labour force participation rates and employment/population ratios

Percentages
Both sexes Men Women
Less than Upper Tertiary Less than Upper Tertiary Less than Upper Tertiary
upper secondary secondary level upper secondary secondary level upper secondary secondary level
education education education education education education education education education

8.9 6.3 3.9 10.1 6.1 4.2 7.8 6.8 35
65.1 80.9 86.0 81.1 89.8 92.3 54.8 65.9 79.0
59.3 75.8 82.6 72.9 84.3 88.4 50.5 61.5 76.2
6.0 3.3 2.3 6.4 3.1 2.2 5.8 3.6 24
57.6 78.3 88.9 72.6 86.3 92.1 48.5 68.3 84.7
54.1 75.7 86.9 68.0 83.6 90.0 45.8 65.9 82.7
134 7.4 3.6 10.3 4.6 3.0 18.8 115 4.2
54.6 78.1 86.8 70.3 88.5 91.7 39.4 66.8 82.0
47.3 72.4 83.7 63.0 84.4 88.9 31.9 59.1 78.5
134 8.9 6.7 13.3 8.9 6.6 135 8.8 6.8
60.8 79.4 85.8 74.2 88.5 90.7 46.6 71.6 80.7
52.6 72.4 80.1 64.3 80.6 84.7 40.3 65.3 75.2
8.9 2.4 0.8 115 17 0.8 7.5 3.3 0.9
60.3 84.3 935 73.1 88.8 95.7 55.0 79.3 90.1
54.9 82.3 92.7 64.7 87.4 94.9 50.9 76.6 89.3
11.8 7.0 3.9 10.2 6.0 4.0 134 8.2 3.7
69.7 86.6 92.3 77.2 89.1 93.8 63.6 83.4 90.8
61.5 80.6 88.7 69.3 83.8 90.0 55.1 76.5 87.4
21.5 15.2 7.1 20.3 15.2 7.1 23.0 15.3 7.1
69.2 84.2 89.4 72.8 87.3 91.0 65.4 81.4 87.5
54.3 71.4 83.0 58.0 74.0 84.5 50.3 68.9 81.3
14.8 9.7 6.7 13.0 8.1 5.9 16.9 12.0 7.4
65.9 83.3 88.0 77.2 89.6 92.9 56.5 76.0 83.3
56.2 75.2 82.1 67.2 82.3 87.4 47.0 66.9 77.1
14.2 8.9 5.2 15.8 7.9 4.8 12.7 10.0 6.1
55.9 76.9 88.0 76.0 84.5 91.1 45.0 69.0 82.7
48.0 70.1 83.4 63.9 77.8 86.8 39.3 62.1 7.7
6.5 9.2 8.0 4.2 5.4 5.2 10.7 15.6 11.7
60.7 68.9 85.9 84.5 88.6 90.8 40.3 50.1 80.1
56.7 62.6 79.0 81.0 83.8 86.1 36.0 42.3 70.7
12.9 7.7 2.0 15.0 8.2 16 10.8 7.0 24
41.3 77.2 83.1 49.8 85.5 87.3 35.5 67.8 79.2
36.0 713 81.5 42.3 78.5 85.9 31.6 63.0 77.3
16.9 7.4 4.2 16.1 6.4 3.8 19.0 8.4 48
60.2 73.3 86.3 82.7 92.0 94.0 345 59.2 78.2
50.0 67.9 82.7 69.4 86.1 90.4 28.0 54.2 74.5
9.4 8.2 7.3 7.3 6.0 5.2 13.8 11.2 10.1
54.0 70.5 87.1 76.1 80.0 92.0 335 60.6 81.3
48.9 64.7 80.8 70.5 75.2 87.2 28.8 53.8 73.1
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Table D. Unemployment, labour force participation rates and employment/population ratios
by educational attainment for persons aged 25-64, 1996 (cont.)

Percentages
Both sexes Men Women
Less than Upper Tertiary Less than Upper Tertiary Less than Upper Tertiary
upper secondary secondary level upper secondary secondary level upper secondary secondary level
education education education education education education education education education

0.9 1.7 2.0 1.3 2.0 2.2 0.5 11 15
71.8 72.9 82.0 89.1 92.5 95.4 60.9 48.9 56.2
71.1 71.6 80.3 88.0 90.6 93.3 60.6 48.4 55.4
3.8 2.1 0.6 25 2.1 0.4 6.3 2.1 1.3
58.8 774 89.1 80.3 87.7 93.3 394 65.6 81.2
56.6 75.8 88.5 78.4 85.9 93.0 36.9 64.2 80.2
7.0 45 35 5.8 3.1 3.2 8.7 6.5 3.9
56.5 78.1 86.2 75.8 87.3 90.4 415 67.5 80.6
52.6 74.6 83.2 71.4 84.6 87.5 37.9 63.1 77.4
6.8 35 2.9 7.6 3.2 3.2 5.9 4.0 2.6
68.2 85.6 85.6 81.6 92.6 91.9 58.1 74.7 80.3
63.6 82.6 83.1 75.4 89.6 89.0 54.7 71.8 78.2
4.9 3.8 2.6 5.0 3.8 2.4 4.8 3.9 25
68.3 85.4 90.7 78.6 90.4 934 58.7 80.0 87.9
64.9 82.1 88.3 4.7 87.0 91.1 55.9 76.9 85.7
13.9 114 3.8 14.2 9.6 35 13.6 13.7 4.1
58.1 78.5 87.0 69.4 84.6 90.2 49.1 71.9 84.7
50.0 69.6 83.7 59.5 76.4 87.1 42.5 62.0 81.2
6.4 5.7 3.2 5.7 5.1 3.0 7.4 6.5 3.3
717 84.4 90.6 84.3 88.4 93.1 60.4 80.2 88.8
67.1 79.6 87.7 79.5 83.9 90.3 55.9 74.9 85.8
20.1 17.4 14.3 16.2 12.0 10.3 27.6 25.4 19.3
58.9 79.8 87.4 82.0 91.0 91.7 37.8 67.8 82.5
47.1 65.9 74.9 68.7 80.1 82.3 27.4 50.6 66.6
10.8 9.6 4.8 105 10.3 54 11.2 8.8 4.3
77.1 87.6 91.3 82.2 90.1 92.0 71.3 85.0 90.6
68.7 79.2 86.9 735 80.8 87.1 63.3 715 86.8
6.5 3.1 2.7 6.4 2.6 2.8 6.5 3.6 24
72.5 82.6 92.4 91.6 93.8 96.4 63.9 725 81.2
67.8 80.0 89.9 85.8 91.3 93.6 59.7 69.9 79.2
4.3 55 35 4.3 4.3 3.0 4.3 10.8 4.6
59.2 70.4 83.5 87.0 89.6 88.9 25.3 35.6 72.7
56.6 66.5 80.6 83.2 85.7 86.3 24.2 317 69.4
10.9 7.1 35 151 8.1 4.1 7.3 5.8 2.9
62.0 82.1 88.3 72.7 88.7 92.6 55.1 74.4 83.4
55.2 76.2 85.2 61.7 81.5 88.8 51.1 70.1 81.0
10.9 5.1 2.4 11.0 5.7 2.6 10.7 4.5 2.1
60.2 79.7 87.4 74.3 87.8 92.9 45.7 72.3 81.8
53.7 75.7 85.3 66.1 82.8 90.5 40.9 69.1 80.1
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Table D. Unemployment, labour force participation rates and employment/population ratios
by educational attainment for persons aged 25-64, 1996 (cont.)

Percentages
Both sexes Men Women
Less than Upper Tertiary Less than Upper Tertiary Less than Upper Tertiary
upper secondary secondary level upper secondary secondary level upper secondary secondary level
education education education education education education education education education
12.7 85 6.0 11.3 75 5.2 14.7 9.8 7.1
59.7 78.8 88.0 77.8 86.5 91.8 44.9 70.4 83.2
52.1 72.1 82.7 69.0 80.0 87.1 38.3 63.5 77.3
12.6 8.0 5.7 11.3 7.1 5.0 14.3 9.1 6.8
59.5 79.1 88.1 77.2 86.8 92.0 45.0 70.9 83.3
52.0 72.8 83.1 68.5 80.6 87.4 38.6 64.4 77.7
111 6.5 4.0 10.5 6.3 3.9 11.9 6.8 4.3
60.8 79.1 87.3 775 87.6 925 46.9 70.3 81.4
54.0 73.9 83.7 69.3 82.1 88.9 414 65.5 77.9

a) Data are for the year 1997.
b) Data are for the year 1995.
¢) For above countries and year 1996 only.
Source: OECD, Education at a Glance — OECD Indicators, 1998.
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Table E. Incidence and composition of part-time employmenté, 1990-1998

Percentages
Part-time employment as a proportion of employment
Men Women

1990 1995 1996 1997 1998 1990 1995 1996 1997 1998
Australia® ¢ 11.3 135 14.0 14.6 144 385 40.2 40.0 41.0 40.7
Austria . 3.1 2.6 2.6 2.7 . 21.6 21.7 21.3 22.8
Belgium 4.6 4.7 48 4.8 4.9 29.8 315 321 323 32.2
Canada 9.1 10.6 10.7 | 10.5 10.5 26.8 28.2 289 | 29.4 28.6
Czech Republic . 1.8 2.0 19 17 . 5.7 53 55 5.4
Denmark 10.2 9.7 10.2 111 9.9 29.6 25.6 24.2 24.2 254
Finland 4.8 6.0 5.8 6.5 6.8 10.6 11.7 11.3 12.4 13.0
France 4.4 5.6 5.7 5.9 5.8 21.7 24.3 241 25.2 25.0
Germany 2.3 34 3.7 4.1 4.6 29.8 29.1 29.9 314 324
Greece 4.0 4.7 4.7 4.8 53 115 13.2 13.8 14.1 15.9
Hungary . 1.9 1.8 1.8 1.9 . 4.6 4.6 5.0 5.0
Iceland @ 7.5 9.1 8.4 10.1 9.8 39.7 37.8 35.3 36.8 38.6
Ireland 42 6.5 6.2 7.0 .. 20.5 26.6 26.4 27.2 ..
Italy 3.9 4.8 4.7 51 55 18.2 21.1 20.9 22.2 22.7
Japan®. f 9.5 10.0 11.6 12.9 12.9 33.2 34.7 36.6 38.3 39.0
Korea? 3.1 29 2.7 33 5.2 6.5 6.7 6.9 7.8 9.3
Luxembourg 1.6 1.9 2.1 2.0 2.6 19.1 28.4 24.7 26.2 29.6
Mexico . 9.6 8.3 8.7 8.2 . 313 285 30.2 28.3
Netherlands 13.4 11.4 11.3 111 12.4 52.5 54.7 55.5 54.8 54.8
New Zealand 7.9 9.5 9.9 10.5 10.6 34.6 355 36.8 37.0 37.6
Norway 6.7 751 8.0 7.9 8.1 39.1 3741 37.3 36.9 35.9
Poland ® . .. . 8.2 8.0 . . .. 16.6 16.6
Portugal 31 3.8 45 51 52 11.8 14.5 15.1 16.5 15.8
Spain 14 25 29 31 29 115 15.9 16.2 16.8 16.6
Sweden 53 6.8 6.7 6.5 5.6 245 241 235 22.6 22.0
Switzerland @ 6.8 6.5 7.3 7.1 7.2 42.6 44.9 44.9 45.7 45.8
Turkey 49 3.9 2.9 3.6 3.4 18.8 13.2 12.0 135 133
United Kingdom 53 7.3 7.7 8.2 8.2 39.5 40.7 414 40.9 41.2
United States® 831 8.4 84| 8.3 8.2 20.0 | 20.3 20.2 | 19.5 19.1
European Union9d 42 5.1 53 5.7 5.9 27.0 28.4 28.7 29.4 28.1
OECD Europe 9 4.4 4.9 49 55 5.6 26.8 26.5 26.6 26.6 26.1
Total OECDY 6.0 | 6.7 6.6 | 6.9 7.0 23.6 | 242 24.1| 24.2 24.0

Part-time employment as a proportion of total employment Women'’s share in part-time employment

1990 1995 1996 1997 1998 1990 1995 1996 1997 1998
Australia® ¢ 22.6 25.0 25.2 26.0 259 70.8 69.2 68.5 68.0 68.6
Austria . 111 10.9 10.8 115 . 84.2 86.4 86.3 86.9
Belgium 14.2 15.6 16.1 16.2 16.3 79.9 82.3 824 82.6 824
Canada 17.0 18.6 189 | 19.0 18.7 70.1 68.8 69.1 | 69.7 69.5
Czech Republic . 35 34 3.4 3.3 . 70.5 67.3 69.1 70.0
Denmark 19.2 16.8 16.5 17.1 17.0 715 68.1 66.0 64.3 68.5
Finland 7.6 8.7 8.4 9.3 9.7 66.8 64.2 64.0 63.2 63.1
France 12.2 14.2 14.3 14.9 14.8 79.8 79.1 78.7 78.8 79.3
Germany 13.4 14.2 14.9 15.8 16.6 89.7 86.3 85.8 85.1 84.1
Greece 6.7 7.7 8.0 8.2 9.2 61.1 61.4 62.5 63.0 63.6
Hungary . 3.2 31 33 34 . 67.7 69.4 71.3 69.2
Iceland @ . 225 20.9 224 23.2 81.6 785 78.3 75.8 77.4
Ireland 9.8 144 14.1 15.2 .. 71.8 724 73.2 72.7 .
Italy 8.8 10.5 10.5 11.3 11.8 70.8 70.8 715 71.0 70.4
Japan®. 19.1 20.1 21.8 23.2 23.6 70.5 70.2 68.2 67.0 67.5
Korea? 45 4.4 4.4 51 6.8 58.7 61.2 63.5 62.4 54.8
Luxembourg 7.6 114 10.4 111 12.8 86.5 89.2 87.3 89.0 87.3
Mexico . 16.6 14.9 15.9 15.0 . 60.8 62.4 63.8 63.5
Netherlands 28.2 29.0 29.3 29.1 30.0 70.4 76.5 77.2 77.6 75.8
New Zealand 19.6 21.0 22.0 224 22.8 77.1 74.6 75.0 74.1 74.3
Norway 21.3 212 | 214 21.2 21.0 82.7 80.7 | 79.7 80.0 79.1
Poland ® . .. . 11.9 11.8 . . .. 61.1 62.2
Portugal 6.8 8.6 9.2 10.2 9.9 74.0 75.3 729 72.6 70.9
Spain 4.6 7.1 7.5 7.9 7.7 79.5 77.1 75.1 74.8 75.9
Sweden 14.5 15.1 14.8 14.2 135 81.1 76.8 76.5 76.3 97.3
Switzerland 4 22.1 22.9 23.7 24.0 24.2 82.4 83.8 82.4 83.4 83.4
Turkey 9.2 6.7 5.6 6.3 6.2 62.5 59.2 63.7 58.6 60.3
United Kingdom 20.1 22.3 229 229 23.0 85.1 81.8 81.4 80.4 80.4
United States® 1381 14.1 14.0 | 13.6 13.4 68.2 | 68.7 68.8 | 68.4 68.0
European Uniond 133 14.9 15.2 15.7 16.0 80.9 79.8 79.6 79.1 81.8
OECD Europe 9 13.2 13.7 13.8 14.1 14.4 79.6 78.7 78.8 77.1 79.8
Total OECDY 1341 14.1 14.0 | 14.3 14.3 74.1 | 72.6 729 | 72.1 73.6
| Indicates break in series. d) 1990 refers to 1991.
a)  Part-time employment refers to persons who usually work less than 30 hours e) Estimates are for wage and salary workers only.

per week in their main job. Data include only persons declaring usual hours. f)  Less than 35 hours per week.

b) Data are based on actual hours worked. g) For above countries only.

¢) Part-time employment based on hours worked at all jobs.

Notes, Sources and Definitions:
For Austria, Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain and the United Kingdom, data are from the European
Labour Force Survey. For other countries data are taken from National Labour Force Surveys.
See OECD Labour Market and Social Policy Occasional Paper No 22, “The definition of Part-time work for the Purpose of International Comparisons”, which is available on
Internet (http://www.oecd.org/els/papers/papers.htm).
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Table F. Average annual hours actually worked per person in employment?

1979 1983 1990 1994 1995 1996 1997 1998
Total employment
Australia 1904 1852 1869 1879 1876 1867 1 866 1861
Canada 1836 1783 1790 1783 1780 1787 1777 ..
Czech Republic . .. . . 2 065 2072 2 064 2070
Finland b . 1809 1764 1780 1775 1790 1779 1761
Finland ¢ 1868 1821 1707 1701 1707 1720 1712 1693
France 1813 1711 1668 1635 1638 1644 1634 ..
Germany . .. 1625 1604 1581 1576 1570 1580
Western Germany 1764 1724 1611 1581 1561 1557 1553 1562
Iceland . .. .. 1813 1832 1 860 1839 1817
Japan 2 126 2 095 2 031 1898 1889 . .
Mexico . . .. . 1834 1955 1927 1878
New Zealand . .. 1820 1851 1843 1839 1823 1825
Norway 1514 1485 1432 1431 1414 1 407 1399 1401
Spain 2 022 1912 1824 1815 1814 1810 1812 1821
Sweden 1451 1453 1480 1537 1544 1554 1552 1551
Switzerland .. . .. 1632 1636 1585 1579 ..
United Kingdom 1815 1713 1767 1737 1740 1738 1736 1737
United States 1905 1882 1943 | 1945 1952 1951 1 966 1957
Dependent employment

Canada 1803 1763 1774 1773 1773 1781 1777 ..
Czech Republic . . .. . 1984 1990 1983 1989
Finland » .. .. 1668 1674 1673 1692 1687 1672
France 1667 1558 1539 1520 1523 1526 1519 ..
Germany . .. 1583 1552 1529 1523 1517 1526
Western Germany 1699 1 686 1557 1527 1 506 1 502 1498 1508
Iceland . . . 1774 1776 1799 1790 1762
Italy 1748 1724 1694 1682 .. . ..
Japan 2114 2 098 2 052 1904 1909 1919 1900 1879
Japan ¢ . .. 2 064 1910 1910 1919 1891 1871
Korea . 2734 2 514 2471 2 484 2 467 2 436 2 390
Mexico . .. .. . 1933 2 006 1978 1942
Netherlands 1591 1530 1433 1388 1384 1374 1365 .
Spain 1936 1837 1762 1746 1749 1747 1748 1754
United Kingdom 1750 1652 1704 1693 1698 1699 1701 1702
United States 1884 1 866 1936 | 1947 1953 1949 1966 1957

| Indicates break in series.

a) The concept used is the total number of hours worked over the year divided by the average numbers of people in employment. The data are intended for comparisons of trends over
time; they are unsuitable for comparisons of the level of average annual hours of work for a given year, because of differences in their sources. Part-time workers are covered as well as
full-time.

b) Data estimated from the Labour Force Survey.

¢) Data estimated from National Accounts.

d) Data refer to establishments with 30 or more regular employees.

e) Data refer to establishments with 5 or more regular employees.

Sources and definitions :

Australia: Data supplied by the Australian Bureau of Statistics from the Labour Force Survey. Annual hours are adjusted to take account of public holidays occuring during the
reporting period. The method of estimation is consistent with the National Accounts.

Canada: New series supplied by Statistics Canada, based mainly on the monthly Labour Force Survey supplemented by the Survey of Employment Payrolls and Hours, the annual
Survey of Manufacturers and the Census of Mining.

Czech Republic: Data supplied by the Czech Statistical Office and based on the quarterly Labour Force Sample Survey. Main meal breaks (one half hour a day) are included.

Finland: Data supplied by Statistics Finland. National Accounts series based on an establishment survey for manufacturing, and the Labour Force Survey for other sectors and for the
self-employed. Alternative series based solely on the Labour Force Survey.

France: Data supplied by Institut national de la statistique et des Etudes économiques, produced within the framework of the National Accounts.

Germany: Data supplied by the Institut far Arbeitsmarkt- und Berufsforschung, calculated within a comprehensive accounting structure, based on establishment survey estimates of
weekly hours worked by full-time workers whose hours are not affected by absence, and extended to annual estimates of actual hours by adjusting for a wide range of factors,
including public holidays, sickness absence, overtime working, short-time working, bad weather, strikes, part-time working and parental leave.

Iceland: Data are provided by Statistics Iceland and are based on the Icelandic Labor Force Survey. Annual actual hours worked per person in employment are computed by
multiplying daily actual hours worked by annual actual working days net of public holidays and annual vacations. The latter are for a typical work contract by sector of activity.

Italy: Data are for dependent employment supplied by Eurostat and based mainly on the European Labour Force Survey, for 1983 to 1994. From 1960 to 1982, trend in data is taken
from the total employment series provided by ISTAT and based on a special establishment survey discontinued in 1985.

Japan: Data for total employment are Secretariat estimates based on data from the Monthly Labour Survey of Establishments, extended to agricultural and government sectors and
to the self-employed by means of the Labour Force Survey. Data for dependent employment supplied by Statistics Bureau, Management and Coordination Agency, from the
Monthly Labour Survey, referring to all industries excluding agriculture, forest, fisheries and government services.

Korea: Data supplied by the Ministry of Labour from the Report on monthly labour survey.

Mexico: Data supplied by STPS-INEGI from the bi-annual National Survey of Employment, based on the assumption of 44 working weeks per year.

Netherlands: From 1977 onwards, figures are “Annual Contractual Hours”, supplied by Statistics Netherlands, compiled within the framework of the Labour Accounts. Overtime
hours are excluded. For 1970 to 1976, the trend has been derived from data supplied by the Economisch Instituut voor het Midden en Kleinbedrijf, referring to persons employed
in the private sector, excluding agriculture and fishing.

New Zealand: Data supplied by Statistics New Zealand and derived from the quarterly Labour Force Survey, whose continuous sample design avoids the need for adjustments for
public holidays and other days lost. Total employment figures revised slightly.

Norway: Data supplied by Statistics Norway, based on National Accounts and estimated from a number of different data sources, the most important being establishment surveys,
the Labour Force Surveys and the public sector accounts. For 1978 to 1995, data revised due to major revision of National Accounts; for earlier years, trend in data taken from old
series.

Spain: Series supplied by Instituto Nacional de Estadistica and derived from the quarterly Labour Force Survey. Series break at 1986/87 due to changes in the Survey.

Sweden: Series supplied by Statistics Sweden derived from National Accounts data, based on both the Labour Force Survey and establishment surveys.

Switzerland: Data supplied by Office fédéral de la statistique. The basis of the calculation is the Swiss Labour Force Survey which provides information on weekly hours of work
during one quarter of the year. The estimates of annual hours are based also on supplementary, annual information on vacations, public holidays and overtime working and
have been extended to correspond to National Accounts concepts.

United Kingdom: New series refer to the United Kingdom. For 1992 to 1995, the levels are derived directly from the continuous Labour Force Survey. For 1984 to 1991, the trend in the
data is taken from the annual Labour Force Survey. From 1970 to 1983, the trend corresponds to estimates by Professor Angus Maddison.

United States: Data supplied by the Bureau of Labor Statistics and are based on the Current Population Survey. Series breaks at 1975/76 and 1989/90 are due to changes in
population controls and at 1993/94 due to redesigned CPS questionnaire.
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Table G. Incidence of long-term unemployment from survey-based data
in selected OECD countries@ b. ¢ d e
As a percentage of total unemployment
1990 1995 1996 1997 1998
6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months 6 months 12 months
and over and over and over and over and over and over and over and over and over and over
Australia 41.0 21.6 51.3 30.8 485 28.4 51.4 30.7 52.2 33.6
Austria . .. 42.8 25.6 425 25.6 47.7 28.7 45.3 30.2
Belgium 814 68.7 | 7.7 62.4 77.3 61.3 77.2 60.5 77.5 62.6
Canada 18.8 5.7 27.8 14.1 27.7 139 25.7 125 23.1 10.1
Czech Republic . . 52.5 30.6 52.3 31.3 53.2 30.5 54.6 31.2
Denmark 53.2 29.9 | 46.6 27.9 444 26.5 45.7 27.2 437 28.7
Finland f 32.6 9.2 56.6 37.6 55.5 34.5 48.6 29.8 422 275
France 55.5 38.0 64.0 42.3 61.5 39.5 63.7 41.2 64.2 44.1
Germany 64.7 46.8 | 65.9 48.7 65.3 47.8 68.5 50.1 69.2 52.2
Greece 71.9 49.8 | 72.7 514 74.7 56.7 76.5 55.7 . .
Hungary . . 73.0 50.6 75.2 54.4 735 51.3 71.0 49.8
Iceland 13.6 6.7 333 16.8 31.2 19.8 27.0 16.3 229 16.1
Ireland 81.0 66.0 77.9 61.4 75.7 59.5 73.6 57.0 . .
Italy 85.2 69.8 80.2 63.6 80.8 65.6 81.8 66.3 81.6 66.7
Japan 39.0 19.1 37.7 18.1 40.4 20.2 41.3 21.8 39.0 20.3
Korea 13.9 2.6 16.9 3.4 15.1 3.0 15.3 21 14.5 1.6
Luxembourg 9 (66.7) (42.9) 1 (49.5) (23.8) (44.6) (27.6) (61.1) (34.6) (56.3) (32.0)
Mexico . . 7.9 15 9.8 22 6.9 1.8 33 0.9
Netherlands 63.6 49.3 | 80.4 46.8 81.8 50.0 80.4 49.1 83.6 47.9
New Zealand 39.5 20.9 43.3 255 36.6 20.8 36.4 19.4 37.9 19.4
Norway 40.8 204 39.1 24.1 | 31.1 16.0 235 10.6 21.3 9.3
Poland . .. 63.1 40.0 62.8 39.0 62.2 38.0 60.4 37.4
Portugal 62.4 448 | 65.1 50.9 66.7 53.1 66.7 55.6 64.6 44.6
Spain 70.2 54.0 72.8 56.9 72.2 55.7 71.8 55.5 70.4 54.1
Sweden 222 1211 45.6 27.8 48.4 30.1 50.8 334 49.2 335
Switzerland f 26.2 16.4 50.4 33.6 52.1 25.0 494 285 48.9 34.8
Turkey 72.6 47.0 60.3 36.3 65.9 435 62.7 41.6 60.3 40.0
United Kingdom 50.3 344 60.8 43.6 58.1 39.8 54.8 38.6 48.0 33.1
United States 10.0 55 17.3 9.7 17.5 951 15.9 8.7 14.1 8.0
European Union" 65.3 48.6 68.3 50.2 67.4 49.3 68.2 50.1 67.1 50.1
OECD Europe” 65.7 48.1 66.9 47.9 66.6 47.6 67.0 48.0 65.5 47.6
Total OECD" 446 30.8 49.8 33.9 50.2 3401 50.7 347 47.8 329

|
a)

b)

c)

d

e)
f)
9)
h)

Indicates break in series.

While data from labour force surveys make international comparisons easier, compared to a mixture of survey and registration data, they are not perfect. Questionnaire wording and
design, survey timing, differences across countries in the age groups covered, and other reasons mean that care is required in interpreting cross-country differences in levels.
The duration of unemployment data base maintained by the Secretariat is composed of detailed duration categories disaggregated by age and sex. All totals are derived by adding
each component. Thus, the total for men is derived by adding the number of unemployed men by each duration and age group category. Since published data are usually rounded to
the nearest thousand, this method sometimes results in slight differences between the percentages shown here and those that would be obtained using the available published
figures.

Data are averages of monthly figures for Canada, Sweden and the United States, averages of quarterly figures for Czech Republic, Hungary, Norway, New Zealand, Poland and Spain,
and averages of semi annual figures for Turkey. The reference period for the remaining countries is as follows (among EU countries it occasionally varies from year to year): Australia,
August; Austria, April; Belgium, April; Denmark, April-May; Finland, autumn; France, March; Germany, April; Greece, March-luly; Iceland, April; Ireland, May; Italy, April; Japan,
February; Luxembourg, April; Mexico, April; Netherlands, March-May; Portugal, February-April; Switzerland, second quarter; and the United Kingdom, March-May.

Data refer to persons aged 15 and over in Australia, Austria, Belgium, Canada, Czech Republic, Denmark, France, Germany, Greece, Ireland, in Italy, Japan, Luxembourg, Mexico,
Netherlands, New Zealand, Poland, Portugal, Switzerland and Turkey; and aged 16 and over in Iceland, Spain, the United Kingdom and the United States. Data for Finland refer to
persons aged 15-64 (excluding unemployment pensioners). Data for Hungary refer to persons aged 15-74, data for Norway refer to persons aged 16-74 and data for Sweden refer to
persons aged 16-64.

Persons for whom no duration of unemployment was specified are excluded.

Data for 1990 refer to 1991.

Data in brackets are based on small sample sizes and, therefore, must be treated with care.

For above countries only.

Sources :

Data for Austria, Belgium, Denmark, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal and the United Kingdom are based on the European Labour Force
Survey and were supplied by Eurostat.

Australia: Australian Bureau of Statistics, The Labour Force Australia.

Canada: Unpublished data from the labour force survey supplied by Statistics Canada.

Czech Republic: Data from the Labour Force Sample Survey supplied by the Czech Statistical office.

Finland: Unpublished data from the Supplementary Labour Force Survey (biennial from 1989 until 1995, and annual from 1995 onwards) supplied by the Central Statistical Office.

France: Institut national de la statistique et des Etudes économiques, Enquéte sur 'Emploi.

Hungary: Data from the Labour Force Survey supplied by the Central Statistical Office.

Iceland: Data from the Labour Force Survey supplied by Statistics Iceland.

Japan: Statistics Bureau, Managment and Coordination Agency, report on the Special survey of the Labour Force Survey.

Korea: Data from the Labour Force Survey supplied by the National Statistical Office (NSO).

Mexico: Data from the biennial Encuesta Nacional de Empleo (ENE) supplied by the Secretaria del Trabajo y Prevision Social (STPS).

New Zealand: Unpublished data from the household labour force survey supplied by the Department of Statistics.

Norway: Unpublished data from the labour force survey supplied by the Central Statistical Office.

Poland: Data from the Labour Force Survey supplied by the Central Statistical Office.

Spain: Unpublished data from the labour force survey supplied by the Ministry of Employment and Social Security.

Sweden: Statistics Sweden, AKU.

Switzerland: Data from the labour force survey supplied by the Swiss Federal Statistical Office.

Turkey: Data from the Household Labour Force Survey supplied by the State Institute of Statistics.

United States: Bureau of Labor Statistics, Employment and Earnings.
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Table G. Incidence of long-term unemployment from survey-based
data among mena b. ¢ d. € (cont.)
As a percentage of male unemployment
1990 1995 1996 1997 1998
6 months 12 months | 6 months 12 months | 6 months 12 months | 6 months 12 months | 6 months 12 months
and over and over and over and over and over and over and over and over and over and over

42.6 24.4 54.1 34.2 50.6 30.9 54.5 33.0 55.1 36.5
.. . 36.5 23.2 38.2 23.2 42.1 28.9 39.9 275
79.5 66.1 | 76.4 61.4 75.2 58.9 76.6 59.4 75.9 60.3
19.1 6.6 29.1 15.9 28.4 15.3 1 27.2 145 245 115
.. . 51.5 30.2 51.0 30.9 53.4 31.3 52.9 30.9
48.9 27.81 51.9 31.9 442 28.1 44.5 26.3 43.7 25.8
36.8 9.71 59.7 41.4 59.0 385 49.5 31.9 46.3 31.7
53.1 35.4 62.1 41.4 58.6 37.1 61.7 39.1 62.3 43.2
65.2 49.1] 63.3 45.9 61.8 44.5 65.9 47.1 67.6 51.9
61.8 399 64.3 42.3 66.7 47.3 69.1 45.8 . ..
.. . 74.0 52.0 76.8 57.0 74.2 52.6 715 50.2

5.1 1.3 31.4 16.5 34.4 23.7 27.2 20.1 21.4 13.6
84.3 71.1 80.7 66.8 79.2 64.6 77.9 63.3 . ..
84.1 68.6 78.9 62.7 78.7 64.1 81.2 66.5 80.5 66.4
47.6 26.2 43.7 235 46.2 23.8 49.2 28.8 44.8 25.3
16.0 3.3 18.1 3.7 17.2 34 17.9 2.8 16.7 1.9
(80.0) (60.0) | (50.6) (26.0) (49.0) (30.1) (65.7) (32.7) (57.3) (38.0)
.. . 7.4 1.3 9.7 2.1 8.6 1.2 4.2 1.2
65.6 55.2 | 78.7 51.6 81.4 54.3 76.6 49.9 81.1 51.4
44.1 24.5 48.3 29.7 40.4 24.0 40.4 22.2 41.2 22.6
37.9 19.0 43.4 28.3 1 32.7 18.2 28.3 13.0 225 10.0
.. . 59.4 36.2 59.3 35.2 57.8 335 55.2 325
56.3 38.21 63.0 48.4 64.1 51.7 64.8 53.4 62.0 43.6
63.3 45.8 67.7 51.1 67.4 49.8 67.2 49.9 65.4 48.0
22.2 12.3] 49.3 31.4 51.6 33.6 53.1 36.1 52.2 36.3
28.0 16.0 46.8 30.6 50.0 20.8 47.9 255 51.5 37.9
71.2 449 56.1 32.2 63.7 39.9 59.3 38.1 58.1 375
56.8 41.8 66.2 49.6 63.5 45.9 60.2 44.9 53.8 38.4
12.1 7.0 18.7 11.0 185 10.3 | 16.7 9.4 15.2 8.8
63.5 47.0 66.9 49.2 65.4 47.6 66.4 48.5 65.2 48.7
64.3 46.4 65.0 46.1 64.6 45.6 64.9 46.0 63.4 45.8
43.6 29.7 48.5 32.9 49.0 3281 49.9 33.8 46.6 31.7

| Indicates break in series.
Sources and notes: See total unemployment.
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Table G. Incidence of long-term unemployment from survey-based
data among women?2b. ¢ d.e (cont.)
As a percentage of female unemployment
1990 1995 1996 1997 1998
6 months 12 months | 6 months 12 months | 6 months 12 months | 6 months 12 months | 6 months 12 months
and over and over and over and over and over and over and over and over and over and over
Australia 38.8 17.8 47.2 25.6 45.4 24.8 47.0 27.4 48.0 29.3
Austria . . 46.1 27.1 45.0 255 49.3 25.2 48.6 30.7
Belgium 82.5 70.0 | 78.7 63.2 79.1 63.3 77.8 61.5 78.9 64.7
Canada 18.4 45 26.1 11.9 26.8 12.2 | 23.9 10.2 21.3 8.3
Czech Republic . " 53.3 30.9 53.5 31.6 53.0 29.9 55.9 315
Denmark 57.7 3201 425 249 44.6 25.3 46.7 27.9 43.7 30.7
Finland f 26.3 8.4 53.2 33.3 52.1 305 47.7 27.6 37.8 23.1
France 57.3 40.0 65.7 43.2 64.0 41.6 65.6 43.3 66.0 44.9
Germany 64.2 445 68.4 51.3 69.4 51.7 71.4 53.6 71.4 52.6
Greece 78.2 5591 78.9 58.3 79.7 62.5 81.4 62.2 . .
Hungary . . 71.3 48.3 72.7 50.4 72.3 49.2 70.1 49.2
Icelandf 211 115 35.5 17.2 27.8 15.9 26.8 12.6 24.1 18.1
Ireland 75.0 56.8 74.0 52.9 70.1 51.2 66.6 46.9 . .
Italy 86.0 70.7 81.5 64.4 82.8 67.1 82.5 66.2 82.5 67.0
Japan 26.3 8.8 28.8 10.0 30.7 125 30.1 11.8 29.9 124
Korea 8.9 0.9 145 2.9 10.5 2.0 10.9 0.9 10.1 0.8
Luxembourg9 (55. 6) (33.3) | (48.0) (21.0) (40.6) (25.3) (57.3) (36.1) (55.6) (27.2)
Mexico . 9.0 17 10.0 2.4 4.9 24 2.2 0.4
Netherlands 62.0 446 | 82.1 42.0 82.1 46.1 83.4 48.5 85.6 45.2
New Zealand 32.7 155 36.7 20.1 31.9 16.8 31.4 16.0 33.8 15.3
Norway 45.0 22.5 26.5 14.7 | 29.4 13.7 17.9 1.7 20.0 8.6
Poland . . 66.6 43.7 66.1 42.5 66.0 419 65.1 41.8
Portugal 66.4 49.4 ] 67.2 53.4 69.2 54.4 68.5 57.7 66.6 45.5
Spain 76.5 61.5 715 62.6 76.7 61.3 75.9 60.4 744 59.1
Sweden 22.2 11.81 40.8 229 44.5 25.8 48.1 30.1 45.6 30.1
Switzerland f 25.0 16.7 54.0 36.5 54.4 294 51.6 32.8 46.4 31.9
Turkey 75.6 51.2 71.1 46.9 72.3 53.6 69.7 49.0 65.8 46.1
United Kingdom 40.8 23.7 50.6 32.3 47.7 28.0 453 27.8 38.5 24.6
United States 7.3 3.7 15.6 8.1 16.2 8.4 14.9 8.0 12.8 7.1
European Union" 66.9 50.1 69.7 51.2 69.6 51.2 70.1 51.8 68.9 51.5
OECD Europe” 67.2 49.8 69.0 49.8 68.9 49.8 69.2 50.1 67.8 49.6
Total OECDh 45.6 32.1 51.2 35.1 51.5 3541 51.6 35.7 49.2 34.2

| Indicates break in series.

Sources and notes: See total unemployment.
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in OECD countries

Table H. Public expenditure and participant inflows ™ in labour market programmes

Australia@ Austria Belgium
Public expenditure Participant inflows Public expenditure Public expenditure Participant inflows
as a percentage as a percentage of the labour as a percentage as a percentage as a percentage
Programme categories of GDP force of GDP of GDP of the labour force
1994-  1995- 1996~  1997- | 1994- 1995-  1996-  1997-
95 2% 97 08 95 % 97 28 1995 1996 1997 1998 1994 1995 1996 1997 | 1994 1995 1996 1997
1. Public employment services 020 024 024 021 0.13 0.14 0.14 0.13| 023 0.22 020 0.19
and administration
2. Labour market training 0.17 0.15 0.09 0.07 4.2 4.8 21 19 0.12 0.5 0.7 0.15| 028 028 030 0.29| 92 89 91 92
a) Training for unemployed 0.16 0.14  0.08 0.06 3.7 4.2 1.8 1.6 012 015 015 0.13 018 017 018 0.17| 31 27 29 30
adults and those at risk
b) Training for employed adults 001 001 0.01 - 0.5 0.6 0.4 0.2 - - 002 0.02 011 012 012 012 61 62 62 62
3. Youth measures 0.07 0.06 0.06 0.06 1.2 1.3 1.2 19 0.01 0.01 0.02 0.04f 0.08 0.07 0.03 0.01f 08 0.7 05 02
a) Measures for unemployed 0.04  0.03 0.01 - 0.5 0.4 0.2 0.3 001 001 0.02 0.04 - - - - - - - -
and disadvantaged youth
b) Support of apprenticeship 0.03 003 005 0.05 0.7 0.9 11 17 - - - 0.01 0.08 0.07 003 001 08 07 05 02
and related forms of general
youth training
4. Subsidised employment 021 031 021 0.13 2.0 25 15 11 0.05 0.05 0.07 0.07| 062 068 084 068 35 46 74 57
a) Subsidies to regular 006 006 007 004 1.2 1.2 1.0 0.7 002 002 003 0.03] 005 012 027 016 06 18 45 25
employment in the private
sector
b) Support of unemployed 0.03 0.03 0.03 0.02 0.1 0.1 0.1 0.1 - - - 0.01 - - - - - - - -
persons starting enterprises
c¢) Direct job creation (public 012 022 011 0.07 0.7 11 0.4 0.3 0.03 0.03 0.04 0.03] 057 056 056 051 29 29 28 32
or non-profit)
5. Measures for the disabled 0.07 0.07 0.06 0.06 0.6 0.7 0.7 0.3 0.06 0.05 0.05 0.05| 014 0.14 013 0.13
a) Vocational rehabilitation 0.03 003 002 002 0.3 0.3 0.3 0.3 0.03 0.03 0.02 0.02 0.04 0.04 0.03 0.03
b) Work for the disabled 0.04 004 004 004 0.3 0.4 0.4 - 003 0.02 003 0.03| 010 010 0.10 0.10
6. Unemployment compensation 161 128 129 117 1.30 129 121 116| 219 211 212 206
7. Early retirement for labour - - - - 0.13 0.13 0.07 0.05( 068 066 0.64 0.60
market reasons
TOTAL 233 210 194 1.69 180 181 173 166| 423 416 426 3.96
Active measures (1-5) 0.72 0.83 0.66 0.52 8.0 9.2 5.6 53 036 039 045 044 135 140 150 1.29| 135 143 169 151
Passive measures (6 and 7) 161 1.28 1.29 1.17 143 141 128 1.22 288 276 277 267
For reference:
GDP (national currency, at current  460.3 4924 5164 5447 2334.4 2421.6 2516.9 2630.9| 7768.9 8068.1 8305.1 8675.5
prices, 109)
Labour force (thousands) 8917 9113 9222 9295 4280 4301 4306 4310

a) Fiscal years starting on July 1.
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in OECD countries (cont.)

Table H. Public expenditure and participant inflows ™ in labour market programmes

Canada? Czech Republic Denmark
Public expenditure Participant inflows Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage as a percentage as a percentage as a percentage as a percentage as a percentage
Programme categories of GDP of the labour force of GDP of the labour force of GDP of the labour force
1994- 1995- 1996- 1997- |1994- 1995- 1996- 1997-
95 % 97 98 95 % 97 98 1995 1996 1997 1998 | 1995 1996 1997 1998 1995 1996 1997 1998 |1995 1996 1997 1998
1. Public employment services and
administration 021 021 019 018 0.10 0.09 0.08 0.08 0.12 012 013 0.14
2. Labour market training 0.28 025 017 0.15 2.3 19 1.9 1.6 0.01 001 o0.01 001 03 02 02 03102 112 097 107|167 17.1 19.6 19.6
a) Training for unemployed adults
and those at risk 027 024 016 015 23 19 19 16| 001 o001 001 001 03 02 02 03071 08 068 073 86 82 92 98
b) Training for employed adults 0.01 0.01 - - - - - - - - - - - - - -/ 031 030 030 034 80 89 104 98
3. Youth measures 0.02 0.02 0.02 0.03 05 05 05 001 001 001 0.01f( 01 01 01 0.2(015 009 010 008 18 17 15 16
a) Measures for unemployed
and disadvantaged youth 001 001 001 0.02 - 0.2 0.2 001 001 o001 001 01 01 01 02015 009 010 008 18 17 15 16
b) Support of apprenticeship
and related forms of general
youth training 0.02 001 001 0.01 05 0.3 0.4 - - - - - - - - - - - - - - - -
4. Subsidised employment 0.07 0.06 0.06 0.08 04 03 03 03[ 003 002 002 003 03 03 03 04(036 032 031 030/ 16 14 11 10
a) Subsidies to regular
employment in the private
sector 001 001 001 001 0.1 - 01 01| o001 - - 001 01 01 01 01| 004 003 002 003 03 03 02 02
b) Support of unemployed persons
starting enterprises 0.02 002 0.02 0.02 0.1 0.1 0.1 0.1 - - - - - - - -| 008 008 006 004 02 01 01 -
¢) Direct job creation (public
or non-profit) 0.04 003 0.02 0.05 0.2 0.2 0.1 0.1 001 001 001 002 02 02 02 02024 021 023 023 11 10 08 08
5. Measures for the disabled 0.03 0.02 0.03 0.03 - - - - - - - 0.01 - - - -1029 028 028 030 23 22 23 23
a) Vocational rehabilitation 0.03 002 0.03 0.03 - - - - - - - - - - - -1 029 028 028 030 23 22 23 23
b) Work for the disabled - - - - - - - - - - - 0.01 - - - - - - - - - - - -
6. Unemployment compensation 149 128 116 1.02 0.13 014 021 0.24 3.06 254 223 1.86
7. Early retirement for labour
market reasons 0.01 0.01 0.01 - - - - - 155 180 179 188
TOTAL 211 185 164 149 0.27 026 032 0.37 6.55 6.27 581 563
Active measures (1-5) 061 056 047 0.46 3.2 2.7 2.7 014 013 012 013| 07 06 06 09| 19 192 180 1.89| 223 224 245 245
Passive measures (6 and 7) 151 129 117 1.02 013 014 021 024 461 435 4.02 374
For reference:
GDP (national currency, at current
prices, 109) 780.2 811.0 8382 8738 1348.7 1532.6 1649.5 1776.7 969.1 1013.9 1064.2 1053.5
Labour force (thousands) 14947 15039 15246 15484 5172 5175 5184 5207 2798 2822 2856 2876

a) Fiscal years starting on April 1.
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Table H. Public expenditure and participant inflows ™ in labour market programmes

in OECD countries (cont.)

Finland France Germany
Public expenditure Participant inflows Public expenditure Participant inflows Public expenditure Participant inflows
) as a percentage as a percentage as a percentage as a percentage as a percentage as a percentage
Programme categories of GDP of the labour force of GDP of the labour force of GDP of the labour force
1995 1996 1997 1998 | 1995 1996 1997 1998 | 1994 1995 1996 1997 | 1994 1995 1996 1997 | 1995 1996 1997 1998 | 1995 1996 1997 1998
1. Public employment services and
administration 0.16 0.16 0.14 0.13 0.16 015 0.16 0.16 023 024 021 0.23
2. Labour market training 045 057 054 041 37 47 52 44| 042 038 036 0.35 3.9 35 33 28| 038 045 036 034 2.0 19 13 15
a) Training for unemployed adults
and those at risk 044 055 053 039| 37 47 52 44| 037 034 032 031 31 28 28 24| 038 045 036 034 19 19 13 15
b) Training for employed adults - 0.01 0.02 0.02 - - - - 005 0.04 0.04 004 0.8 0.7 0.5 0.4 - - - - - - - -
3. Youth measures 0.16 0.22 0.24 0.16| 20 25 26 19| 030 0.27 027 026 30 28 26 26| 006 007 007 0.07 06 07 07 09
a) Measures for unemployed
and disadvantaged youth 0.08 0.12 0.11 0.06 12 16 16 10 010 010 0.09 0.07 0.9 0.9 0.6 0.6 005 0.06 0.06 0.06 0.4 0.4 0.4 0.6
b) Support of apprenticeship
and related forms of general
youth training 0.08 010 0.13 011 08 09 10 09| 020 017 018 019 22 20 20 20| 001 001 o001 0.1 02 03 03 03
4. Subsidised employment 0.68 0.66 0.53 042 51 48 44 38| 033 040 049 052 42 45 43 45| 044 042 033 0.39 14 1.4 1.2 2.1
a) Subsidies to regular
employment in the private
sector 011 009 009 010| 12 12 13 15| 012 016 025 0.32 20 23 24 28| 007 007 005 0.03 03 02 02 02
b) Support of unemployed persons
starting enterprises 0.04 0.03 0.03 003 03 02 02 02 0.03 0.04 0.02 - 0.3 0.3 0.2 0.1 002 0.03 0.03 0.03 0.2 0.2 0.2 0.3
¢) Direct job creation (public
or non-profit) 053 054 0.40 0.29 36 34 29 20 018 021 022 0.20 19 18 17 15 034 032 026 032 0.9 1.0 0.8 1.6
5. Measures for the disabled 0.14 0.13 0.12 0.11( 0.7 0.8 0.8 08| 0.09 010 0.08 0.08 03 03 03 03[ 026 027 028 0.25 03 03 03 03
a) Vocational rehabilitation 0.07 0.06 0.06 006 07 08 08 038 003 0.03 0.02 0.02 0.3 0.3 0.3 0.3 013 014 013 0.10 0.3 0.3 0.3 0.3
b) Work for the disabled 0.07 0.06 0.06 0.05 - - - - 006 0.06 0.06 0.06 013 014 014 015 - - - -
6. Unemployment compensation 3.57 3.27 2.78 2.35 157 143 144 150 209 238 250 229
7. Early retirement for labour
market reasons 0.44 0.42 0.43 0.45 0.38 036 0.36 0.35 0.29 0.15 0.05 -
TOTAL 5.59 5.42 4.78 4.03 324 3.09 316 3.22 375 399 380 356
Active measures (1-5) 158 173 157 123| 115 128 131 109 129 131 135 137 115 111 105 101 137 145 125 127 43 4.2 35 48
Passive measures (6 and 7) 401 369 321 279 195 179 180 185 238 253 255 229
For reference:
GDP (national currency, at current
prices, 109) 549.9 574.0 622.1 666.9 7389.7 7662.4 7871.7 8137.1 3442.8 35235 3624.0 3758.1
Labour force (thousands) 2522 2531 2562 2533 25324 25329 25592 25696 39507 39713 39602 39501
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Table H. Public expenditure and participant inflows ™ in labour market programmes
in OECD countries (cont.)

Greece Hungary Ireland Italy
Participant
Public expenditure Public expenditure Participant inflows Public expenditure inflows Public expenditure
) as a percentage as a percentage as a percentage as a percentage as a percentage as a percentage
Programme categories of GDP of GDP of the labour force of GDP of the labour of GDP
force
1995 1996 1997 | 1994 1995 1996 1997 | 1994 1995 1996 1997 | 1994 1995 1996 | 1994 1995 1996| 1994 1995 1996
1. Public employment services and
administration 0.14 0.14 0.12| 015 013 011 013 0.28 0.27 0.24 0.04 0.04 0.04
2. Labour market training 0.13 0.09 0.06| 0.19 0.13 0.08 0.09 1.2 0.8 1.2 121|023 022 021 47 48 41 0.01 0.01 0.01
a) Training for unemployed adults
and those at risk a a al 019 013 008 008 1.2 0.7 11 11| 016 015 0.14 17 18 16 - - -
b) Training for employed adults a a a - - - - 0.1 0.1 0.1 01| 007 006 0.08 30 29 25 0.01 0.01 0.01
3. Youth measures 0.10 0.10 0.10 - - - - - - - -1027 025 024 14 14 13 0.46 0.39 0.42
a) Measures for unemployed
and disadvantaged youth 0.03 0.03 0.02 - - - - - - - -1013 011 011 08 07 07 0.06 0.03 0.04
b) Support of apprenticeship
and related forms of general
youth training 0.07 0.07 0.07 - - - - - - - -1 015 014 013 07 06 06 0.40 0.36 0.38
4. Subsidised employment 0.08 0.10 0.06f 0.27 0.17 0.18 0.23 3.0 2.7 4.4 361|068 086 0.88 52 56 57 0.86 0.69 0.61
a) Subsidies to regular
employment in the private
sector 0.05 0.07 0.04| 012 006 006 008 16 0.8 11 13| 011 017 024 14 18 19 0.86 0.68 0.56
b) Support of unemployed persons
starting enterprises 0.02 0.02 0.02 0.02 - - - 0.2 0.1 0.1 01| 002 001 0.02 01 01 01 - - -
¢) Direct job creation (public
or non-profit) - - - 0.14 0.11 0.12 0.15 12 1.9 32 22| 055 067 0.63 36 38 37 - 0.01 0.04
5. Measures for the disabled - 0.03 0.01 - - - - - - - -1012 0.09 0.08 02 01 01 - - -
a) Vocational rehabilitation - a a - - - - - - - -1 012 009 0.08 02 01 01 - - -
b) Work for the disabled - a a - - - - - - - - - - - - - - - - -
6. Unemployment compensation 0.43 0.44 0.50( 1.07 0.71 0.60 0.46 277 257 229 0.92 0.68 0.68
7. Early retirement for labour
market reasons - - -/ 015 019 0.16 0.17 0.16 0.14 0.13 0.20 0.19 0.20
TOTAL 0.88 0.89 0.85 1.83 133 113 108 451 439 4.07 2.48 2.00 1.96
Active measures (1-5) 0.45 0.44 0.35 0.61 0.43 0.37 0.45 42 35 5.7 48| 158 168 166 | 115 119 113 1.36 1.13 1.08
Passive measures (6 and 7) 0.43 0.44 0.50 1.22 0.91 0.76 0.63 293 271 242 112 0.87 0.88
For reference:
GDP (national currency, at current
prices, 109) 26 883.5 29 697.7 32 752.2|4 364.8 5561.9 6 829.9 8 462.0 36.1 403 442 1638666 1771018 1873494
Labour force (thousands) 4203 4095 4048 3995 1425 1449 1494

a) No breakdown available for categories 2 “Labour market training” and 5 “Measures for the disabled”.
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Table H. Public expenditure and participant inflows ™ in labour market programmes

in OECD countries (cont.)

Japan? Korea Luxembourg Netherlands
Participant
Public expenditure Public expenditure Participant inflows Public expenditure lnglsozlvs Public expenditure | Participant inflows
as a percentage as a percentage as a percentage as a percentage percentage as a percentage as a percentage
Programme categories of GDP of GDP of the labour force of GDP of the labour of GDP of the labour force
force
1995- 199- 1997 | g 99 996 1997 (1994 1995 1996 1997 1094 1995 1096 1997| 1996 1997 [1995 1996 1997 1998[1995 1996 1997 1998
% 97 98 1994 1995 1 1997 |1994 1995 1 1997 (1994 1995 1 1997| 1 1997 (1995 1 1997 1 1995 1 1997 1
1. Public employment services
and administration 0.03 0.03 0.03 0.03 0.03 0.04 0.04 0.03 0.03 0.03 0.03 0.37 0.41 0.40 0.40
2. Labour market training 0.03 0.03 0.03 0.01 0.02 0.03 0.04| 04 0.3 0.4 2.0/0.02 0.02 0.01 0.01| 0.3 0.6 |0.40 0.35 0.35 0.22 3.0 3.0 30
a) Training for unemployed
adults and those at risk 0.03 0.03 0.03 0.01 0.01 0.01 0.01 0.3 0.3 0.3 1.0{ 0.01 0.02 0.01 0.01| 0.2 05 [039 033 032 022 27 24 23
b) Training for employed
adults - - - 0.01 0.01 0.02 0.02 - - 01 11 - - - - 01 01 |001 002 008 -| 02 07 07
3. Youth measures - - - 0.02 0.02 0.02 0.05| 0.1 0.1 0.1 0.1/0.09 0.07 0.14 0.14 0.09 0.10 0.11 0.05| 0.8 0.8 038
a) Measures for unemployed
and disadvantaged youth - - - 0.02 0.02 0.02 0.05 0.1 0.1 0.1 0.1{ 0.05 0.05 0.06 0.09| 0.6 0.7 | 0.06 0.07 0.06 -| 03 03 02 -
b) Support of apprenticeship
and related forms of
general youth training - - - - - - - - - - -/ 0.04 0.02 0.07 0.05 0.02 0.04 0.04 005/ 05 05 05
4. Subsidised employment 0.06 0.04 0.02 - - - - - 0.1 0.4 0.5/0.01 0.03 0.06 0.07| 0.3 04 |0.10 0.15 0.26 050 0.4 13 18
a) Subsidies to regular
employment in the
private sector 0.06 0.04 0.02 - - - - - 0.1 0.4 0.5/ 0.01 0.03 0.05 0.07 03 04 |002 002 006 008 02 10 15
b) Support of unemployed
persons starting
enterprises - - - - - - - - - - - - - - - - - - - - - - - - -
c) Direct job creation
(public or non-profit) - - - - - - - - - - - - - - - - - | 008 012 020 042 02 02 02 03
5. Measures for the disabled - - - 0.01 - - 002 01 01 01 02004 005 0.04 0.04 0.55 0.54 0.53 058/ 01 0.2 02 09
a) Vocational rehabilitation - - - 0.01 - - 0.01f 01 01 0.1 0.1 0.01 - - - - - - - - -
b) Work for the disabled - - - - - - 0.01| 01 0.1 0.1 0.1/ 0.03 0.04 0.04 0.04 055 054 053 058/ 01 02 02 09
6. Unemployment
compensation 0.39 0.40 0.43 - - - 0.02 0.35 0.36 0.41 0.42 3.21 417 3.63 3.14
7. Early retirement for labour
market reasons - - - - - - - 0.24 0.24 0.26 0.25 - - - -
TOTAL 0.51 0.50 0.52 0.06 0.08 0.09 0.16 0.78 0.80 0.95 0.97 4.72 5.72 5.28 4.90
Active measures (1-5) 0.13 0.10 0.09 0.06 0.08 0.09 0.14 0.6 0.6 1.0 27/ 019 0.20 0.28 0.30 151 155 165 176 43 53 58
Passive measures (6 and 7) 0.39 0.40 0.43 - - - 0.02 059 0.60 0.67 0.67 321 417 363 314
For reference:
GDP (national currency, at
current prices, 109) 489350.8 504177.5 505105.3| 305970.2 351974.7 389813.5 420 986.7 487.7 509.7 525.4 563.8 639.7 669.4 709.0 747.6
Labour force (thousands) 20326 20796 21188 21604 226 223 7410 7517 7673 7784

a) Fiscal years starting on April 1.
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Programme categories

Table H. Public expenditure and participant inflows ™ in labour market programmes
in OECD countries (cont.)

New Zealand @ Norway Poland
Public expenditure Participant inflows Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage as a percentage as a percentage as a percentage as a percentage as a percentage
of GDP of the labour force of GDP of the labour force of GDP of the labour force

1994- 1995- 1996- 1997- | 1994- 1995- 1996- 1997-

95 96 97 98 95 9% 97 98 1995 1996 1997 1998 [1995 1996 1997 1998 | 1994 1995 1996 | 1994 1995 1996
1. Public employment services
and administration 0.11 0413 045 015 018 016 0.16 0.16 0.01 0.01 0.02
2. Labour market training 036 032 031 032| 55 55 52 ..| 023 018 013 010| 28 21 16 13| 0.03 0.02 0.02 0.5 0.5 0.5
a) Training for unemployed adults
and those at risk 036 032 031 032 55 5.5 5.2 . 0.23 0.18 0.13 010( 28 21 16 13| 0.3 0.02 0.02 0.5 0.5 0.5
b) Training for employed adults - - - - - - - - - - - - - - - - - - - - - -
3. Youth measures 0.08 0.09 0.10 0.08 .. 20 19 26| 008 006 0.04 0.02 .. 11 08 05| 007 0.8 0.10 15 1.9 1.9
a) Measures for unemployed
and disadvantaged youth 001 0.2 002 001 0.2 0.2 0.1 0.1 0.08 0.06 0.04 0.02 .. 11 08 05| 001 0.02 0.03 - 0.1 0.2
b) Support of apprenticeship
and related forms of general
youth training 0.07 0.07 0.08 0.07 . 1.8 1.8 24 - - - - - - - -| 0.06 0.06 0.06 15 17 17
4. Subsidised employment 0.15 0.14 014 015 25 22 22 ..| 022 016 0.07 0.04 .. 10 05 04| 024 021 0.16 1.8 2.0 1.6
a) Subsidies to regular
employment in the private
sector 010 0.09 0.09 0.09 15 13 12 . 0.08 0.06 0.04 0.03 .. 03 03 03| 013 0.12 0.08 12 12 0.8
b) Support of unemployed persons
starting enterprises 002 0.01 002 001 - - - - 0.01 0.01 0.01 - - 04 01 01| 0.02 0.02 0.02 - - -
¢) Direct job creation (public
or non-profit) 0.04 0.03 004 004| 09 0.9 0.9 . 0.13 0.09 0.02 - .. 02 01 -| 0.10 0.08 0.07 0.6 0.7 0.7
5. Measures for the disabled 0.03 0.03 0.03 0.03 .. 07 .. 07| 063 060 057 059 . . .. 18| 0.04 0.01 o001 0.8 0.1 0.1
a) Vocational rehabilitation 001 0.01 002 002 . 0.7 . 04 0.39 0.37 0.36 0.39 . . .. 12| o001 - - 0.3
b) Work for the disabled 001 0.01 002 002 - - - 0.3 0.25 0.24 0.22 0.21 . . .. 06| 004 0.01 0.01 04 0.1 0.1
6. Unemployment compensation 126 114 117 147 110 090 070 0.49 177 188 177
7. Early retirement for labour
market reasons - - - - - - - - 0.10 0.05 0.05
TOTAL 200 185 191 220 244 206 167 141 227 227 214
Active measures (1-5) 074 071 073 074 .. 104 . . 1.34 1.16 0.98 0.91 . . .. 40| 039 0.34 0.32 4.7 44 4.1
Passive measures (6 and 7) 126 114 117 147 1.10 0.90 0.70 0.49 1.87 1.93 1.82
For reference:
GDP (national currency, at current
prices, 109) 882 923 959 981 928.7 1020.1 1084.8 1 100.8 2104 286.0 3622
Labour force (thousands) 1728 1782 1839 1873 2186 2246 2295 2328 17 132 17 068 17 034

a) Fiscal years starting on July

1.
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Table H. Public expenditure and participant inflows ™ in labour market programmes

in OECD countries (cont.)

Portugal Spain Sweden ?
Public expenditure Participant inflows Public expenditure Participant inflows Public expenditure Participant inflows
as a percentage as a percentage as a percentage as a percentage as a percentage as a percentage
Programme categories of GDP of the labour force of GDP of the labour force of GDP of the labour force
1904 1995 1996 1997 [1994 1995 1996 1997| 1995 1996 1997 1998 | 1995 1996 1997 1998 | ‘o0 1995 1997 1908 193195 1907 1908
1. Public employment services and
administration 0.11 0.10 0.11 0.11 0.09 0.09 0.08 0.07 0.27 0.26 0.30 0.30
2. Labour market training 0.20 0.23 0.29 028 20 53 61 71 0.32 0.35 0.19 0.21 0.8 0.8 0.8 08| 077 055 043 048 44 46 42 47
a) Training for unemployed adults
and those at risk 0.05 0.05 0.05 0.08| 04 02 03 06 0.24 0.26 0.11 0.10 0.5 0.5 0.6 0.5 075 054 043 047 37 39 37 40
b) Training for employed adults 0.15 0.19 0.24 020 15 51 57 65 0.08 0.09 0.08 0.11 0.3 0.3 0.3 0.3 0.02 002 001 001 07 06 05 06
3. Youth measures 0.27 0.34 0.31 20 20 26 0.09 0.08 0.07 0.07 0.1 0.1 1.9 4.1 023 002 0.02 003 25 07 07 09
a) Measures for unemployed
and disadvantaged youth 0.14 0.16 0.15 11 11 13 0.09 0.08 0.07 0.07 0.1 0.1 0.1 0.1 023 002 002 003 25 07 07 09
b) Support of apprenticeship
and related forms of general
youth training 0.13 0.18 0.16 016 09 09 14 14 - - - - - - 1.8 39 - - - - - - - -
4. Subsidised employment 0.05 0.08 0.11 0.09| 06 09 12 1.0 0.33 0.16 0.20 0.35 12 15 15 1.7 090 082 070 058, 61 77 75 54
a) Subsidies to regular employment
in the private sector - 0.03 0.07 0.01 - 01 04 - 0.24 0.08 0.11 0.24 - - - - 027 032 020 015 21 36 32 23
b) Support of unemployed persons
starting enterprises 0.03 0.03 0.01 002/ 02 02 01 01 0.03 0.03 0.03 0.03 01 01 02 02| 009 007 008 009 05 04 05 04
c¢) Direct job creation (public
or non-profit) 0.01 0.03 0.03 006 05 06 07 08 0.05 0.05 0.06 0.07 1.0 13 13 14 054 043 042 035 36 36 38 27
5. Measures for the disabled 0.05 0.05 0.05 0.03| 0.1 02 02 01 0.01 0.01 0.02 0.02 0.1 0.1 0.1 0.2 082 070 062 062/ 14 09 10 11
a) Vocational rehabilitation 0.04 0.04 0.04 002 01 01 01 01 - - - - - - 010 008 004 004 08 06 06 07
b) Work for the disabled 0.01 0.01 0.01 0.01 - 01 - - 0.01 0.01 0.02 0.02 01 01 01 02| 072 062 059 058 06 03 04 05
6. Unemployment compensation 0.93 0.84 0.79 0.72 241 211 1.88 1.64 251 226 216 191
7. Early retirement for labour market
reasons 0.15| 0.09 0.12 0.15 a a a a 0.02 - - -
TOTAL 1.76 1.73 1.77 3.25 2.79 243 2.36 552 462 425 3.93
Active measures (1-5) 0.68 0.80 0.87 .| 47 83 100 0.84 0.69 0.56 0.72 2.2 25 4.4 6.7 299 236 209 201| 144 138 134 121
Passive measures (6 and 7) 1.08 0.93 0.91 0.87 241 211 1.88 1.64 253 226 216 191
For reference:
GDP (national currency, at current
prices, 109) 14 628.8 15 817.7 16 785.3 17 756.8 69 780.1 73 743.3 77 896.6 82 650.3 15929251741 73891 803.7
Labour force (thousands) 4 820 4 802 4 887 4 967 15 849 16 159 16 334 16 480 4296 4325 4 264 4 256

a) Data for category 7 “Early retirement for labour market reasons” are included in category 6 “Unemployment compensation”.
b) Before 1995-96, fiscal years starting on July 1. From 1997, calandar years. 1995-96 includes 18 months, from July 1, 1995 to December 31, 1996.
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Switzerland

in OECD countries

United Kingdom@

Table H. Public expenditure and participant inflows ™ in labour market programmes

United States?

Public expenditure
as a percentage

Public expenditure

as a percentage

Participant inflows
as a percentage

Public expenditure
as a percentage

Participant inflows
as a percentage

For reference:

GDP (national currency, at current
prices, 109)
Labour force (thousands)

Programme categories of GDP of GDP of the labour force of GDP of the labour force
1994- 1995- 1996- 1997-| 1994-  1995-  1996-  1997- | 1994-  1995-  1996-  1997- | 1995-  1996-  1997-
1995 1996 1997 1998 |"95" "9 g7 98 | 95 9 97 98 | 95 9 97 98 9 97 98
. Public employment services and
administration 0.11 0.12 0.15 0.14|0.21 0.19 0.18 0.16 0.07 0.08 0.06 0.06
. Labour market training 0.09 0.06 0.23 0.19|0.14 0.10 0.09 0.07 1.3 1.0 1.0 0.9 0.04 0.04 0.04 0.04 0.7 0.8 0.8
a) Training for unemployed
adults and those at risk 0.08 0.06 0.23 0.19( 0.12 0.09 0.08 0.06 1.2 0.9 0.9 08| 0.04 0.04 0.04 0.04 0.7 0.8 0.8
b) Training for employed adults - - - -/ 001 0.01 001 0.01 0.1 - - - - - - - - -
. Youth measures - - - 0.010.13 012 0.12 0.12 0.9 1.0 1.2 1.0/ 0.03 0.03 0.03 0.03 0.6 0.6
a) Measures for unemployed
and disadvantaged youth - - - 0.01 - - - - - - - - 0.03 0.03 0.03 0.03 0.4 0.5 0.5
b) Support of apprenticeship
and related forms of general
youth training - - - -1 013 012 012 0.12 0.8 1.0 11 1.0 - - - - 0.1 0.1
. Subsidised employment 0.09 0.16 0.23 0.21|0.03 0.02 - - 0.3 0.1 - - 0.01 0.01 0.01 0.01
a) Subsidies to regular
employment in the private
sector 0.01 0.01 001 001 - - - - - - - -| o0.01 - - -
b) Support of unemployed
persons starting enterprises - - - 0.01| 0.01 o0.01 - - 0.1 - - - - - - - - - -
¢) Direct job creation (public
or non-profit) 0.08 0.16 0.22 0.19| 001 0.01 - - 0.2 0.1 - - 0.01 - 0.01 0.01 0.1 0.1 0.1
. Measures for the disabled 0.20 0.20 0.15 0.15|/0.03 0.03 0.02 0.02 0.2 0.2 0.2 0.2 0.04 0.04 0.03 0.04
a) Vocational rehabilitation 015 015 0.15 015 - - - - 0.1 0.1 0.1 01| 0.04 0.04 0.03 0.04
b) Work for the disabled 0.05 0.05 - -/ 0.02 0.02 002 0.02 0.1 0.1 0.1 0.1 - - - - - - -
. Unemployment compensation 1.15 127 141 107139 124 103 0.82 0.35 0.34 0.26 0.25
. Early retirement for labour
market reasons - - - - - - - - - - - -
TOTAL 163 182 216 1.77{193 170 144 119 0.55 0.53 0.43 0.43
Active measures (1-5) 048 054 076 0.70( 053 045 041 037 2.6 2.3 2.3 21| 0.20 0.19 0.17 0.18
Passive measures (6 and 7) 115 127 141 107|139 124 103 0.82 0.35 0.34 0.26 0.25

363.5 364.8 370.5 3823

670.3 706.4 747.6 793.6

27 416 27 352 27 475 27 593

71956 75550 80019 84043

134 652 137 075 138 725

in the table must be interpreted with caution.

a) Excluding Northern Ireland. Fiscal years starting on April 1.
b) Fiscal years starting on October 1.
Source: OECD Database on labour market programmes. The data are compiled each year by the OECD on the basis of submissions from Member countries. The programmes have been classified into

standardized categories and sub-categories. For their definitions, see OECD (1992), Employment Outlook, Paris.

* Data on annual inflows of participants have been collected only for categories 2 ‘Labour market training”, 3 “Youth measures”, 4 “Subsidised employment” and 5 “Measures for the disabled”. The total shown
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