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Foreword
The OECD Employment Outlook provides an annual assessment of key labour market developments and prospects in OECD member countries. Each edition also contains several chapters focusing on specific aspects of how labour markets function and the implications for policy in order to promote more and better jobs. This year’s chapters cover a comparison of labour market performance in different countries in terms of the quantity and quality of job and inclusiveness, the policy determinants of labour market resilience following the 2008 economic crisis, an assessment of how technology and globalisation are transforming the labour market, and a rich description of collective bargaining in OECD countries.
The 2017 OECD Employment Outlook is the joint work of staff of the Directorate for Employment, Labour and Social Affairs. The staff of the OECD Economics Department also contributed to the preparation of Chapter 2. It has greatly benefited from contributions from national government delegates. However, the Outlook’s assessments of each country’s labour market prospects do not necessarily correspond to those made by the national authorities concerned. 
This report was edited by Paul Swaim, and is based on contributions from Andrea Bassanini, Pascal Marianna and Paul Swaim (Chapter 1), Alexander Hijzen, Andreas Kappeler, Mathilde Pak and Cyrille Schwellnus (Chapter 2), Paolo Falco and Andrea Salvatori (Chapter 3), and Sandrine Cazes and Andrea Garnero (Chapter 4). Research assistance was provided by Dana Blumin, Sylvie Cimper, Duncan MacDonald, Sébastien Martin and Agnès Puymoyen. Editorial assistance was provided by Gabriela Bejan, Natalie Corry, Monica Meza-Essid and Marlène Mohier.

Editorial. The backlash against globalisation: What does it mean for employment policy?
The populist backlash against globalisation fundamentally challenges employment policy
2016 was a paradoxical year for employment policy. While an expanding majority of OECD countries had finally closed the massive jobs gap that opened during the Great Recession and unemployment continued to fall, people in a number of countries expressed increased dissatisfaction with economic performance and, in some of them, clearly indicated they did not believe that policy makers were effectively representing their interests. While the Great Recession left deep scars in many countries, the economic discontent also centres on the perception that deeper international economic integration disadvantages many workers while offering the lion’s share of the benefits to large corporations and a cosmopolitan elite. The perception that the international economic system is “rigged” clearly challenges the democratic legitimacy of current policies and thus needs to be taken seriously. It also challenges the policy advice offered by international organisations like the OECD, which has long emphasised the economic benefits of global integration, but only recently adopted an inclusive growth approach that pays due attention to the distribution of those benefits across the population. In view of the current scepticism about the policy orthodoxy, this editorial begins the process of reassessing which choices labour market policy makers have got more or less right and which they have got wrong and where a change of approach is required. These reflections are intended to contribute to the broader rethinking of the full range of economic policies that is currently underway at the OECD and elsewhere.
The topics that are addressed in this edition of the OECD Employment Outlook provide valuable new evidence about the extent to which the populist backlash is grounded in a real failure of existing policies to promote inclusive growth. They also identify a number of policy directions that should allow governments to better address the legitimate concerns driving the recent backlash again globalisation. However, much additional research and dialogue will be required to fully flesh out an adequate policy response and restore public trust.

Many of the concerns underpinning the backlash against globalisation are real
Since the economic crisis of 2008, both OECD and non-OECD economies have been on a lower growth trajectory than before the crisis. Indeed, the cumulative loss in output per capita in the OECD area, relative to the pre-crisis trajectory, amounts to about 50% of annual GDP per capita. This slower pace of economic growth has aggravated the stagnation of real income growth that people on lower and middle incomes were already experiencing due to the longer-term trend increase in inequality. Across the OECD area, the average disposable income of the richest 10% of the population is now more than ninetimes that of the poorest 10%, up from seven times 25years ago. Labour market trends –particularly rising pay differentials between workers on the upper and lower rungs of the jobs ladder– have played an important role in increasing income inequality. Accordingly, it is important to assess whether labour market policy choices –including those consistent with OECD policy advice– have inadvertently contributed to a growth model that has not prevented a disproportionate share of the gains from economic growth to benefit already high-income segments of the population.
This Outlook analyses questions at the heart of the growing backlash against globalisation, examining how globalisation and technological change have interacted with labour market policies to affect the distribution across the workforce of the benefits and costs associated with economic change. Notably, almost all OECD countries have been experiencing occupational polarisation during recent decades –that is, a decline in the share of total employment attributable to middle-skill/middle-pay jobs, which has been offset by increases in the shares of both high- and low-skill jobs. In the OECD area, the middle-skill share of employment fell by 7.6percentage points between 1995 and 2015, while the employment shares of high- and low-skill occupations rose by5.3 and 2.3percentage points respectively. About one-third of overall polarisation can be attributed to shifts in employment away from manufacturing and towards services, leading to factory workers who have lost their jobs often being forced to take up lower paying jobs in the service sector. However, the remaining two-thirds reflect rising polarisation within industries.

Popular perceptions tend to exaggerate the role of trade in inequality, but new technologies have had an effect
Rising polarisation has coincided with both the rapid development and deployment of information and communication technologies(ICT) and the deepening of global value chains(GVCs), i.e. the location of different stages of production in different countries. The empirical evidence suggests that both of these factors are at play, but not equally. Technology and trade are mutually reinforcing and their effects can be hard to separate. Nonetheless, the evidence suggests that technological change almost certainly played a major role in increasing labour market polarisation, whereas the impact of deepening GVCs is difficult to detect and probably small. There is, however, some indication that rising import penetration from China has a small effect in depressing employment in manufacturing. Other research has shown a stronger adverse effect on employment and earnings from rising import penetration from China, especially in local labour markets specialised in the products directly competing with Chinese imports. The analysis also shows that the size of the impact of new technologies on polarisation depends on labour market policy settings –overly strict employment protection tends to strengthen the link between the introduction of new technologies and greater polarisation, whereas strong unions and a higher minimum wage tend to weaken that link.

An integrated policy strategy is needed to better share the benefits of globalisation and new technologies
An integrated policy strategy spanning product market competition and financial market regulation, in addition to labour market policies, is required to address the labour market concerns underlying the backlash against globalisation. This strategy will need to foster job creation, by better harnessing the potential gains from trade, while also ensuring that all workers have the resources and support they need to successfully navigate the ongoing transformation of the labour market and benefit from the opportunities opened up by new technologies and deepening international economic integration. The new OECD Jobs Strategy –which was requested by OECD ministers at their meeting in 2016 and will be put to member governments for their endorsement in 2018– will provide such a comprehensive framework. Work is already well under way and this Outlook presents the conceptual framework for the new JobsStrategy. This framework stresses the need to analyse labour market policy strategies in terms of their ability to improve a broad range of outcomes that encompass many of the concerns underlying the backlash against globalisation, namely: i)the quantity but also the quality of jobs; ii)labour market inclusiveness; and iii)labour market resilience and adaptability.
The new Jobs Strategy will provide a comprehensive framework for responding to the concerns underlying the backlash against globalisation and achieving good labour market performance more generally. However, the devil is in the details and the challenge will be to identify the concrete policy steps that will be needed to achieve the desired results. The rest of this editorial fills in some of these policy details, drawing on results presented in this publication, while also signalling areas where further research is needed.

Help workers to build the right skills and adapt them during their working lives
One key to helping workers navigate a rapidly transforming labour market is to enable them to build the right skills and adapt these throughout their working lives in response to new demands. This is not a new challenge, but one that has gained even more importance because of the rapid pace of change in the skills demanded in many if not all occupations. Education and training systems need to better assess changing skill needs in order to adapt curricula and guide students towards choices that lead to good labour market outcomes. Even when workers have sufficient skills, inefficient use of their skills or skills mismatches result in lower productivity and pay. Promoting the use of high-performance work practices (e.g. team work, job rotation, bonus pay and flexibility in working hours) can play a crucial role in improving skill use on the job, while more effective recognition of skills learned informally at work (e.g. via credentialing) can reduce mismatch. Another priority is to reduce the number of workers lacking basic digital skills, both by ensuring that initial education provides these skills to all future labour market entrants and by expanding opportunities for existing workers to acquire these skills and participate in lifelong learning more generally. This is a daunting challenge in all countries –the OECD Survey of Adult Skills shows that more than 50% of the adult population in OECDcountries can only carry out the simplest set of computer tasks, such as writing an email and browsing the web, or have no ICT skills at all. At the same time, despite the increasing need for workers to adapt their skills in the face of structural transformations, low- and medium-skill workers are the least likely to receive training in all OECD countries, even though they may be facing the greatest risk of job loss. This is partly the reflection of limited opportunities offered to these groups, and partly the resultof lower returns on training, which weaken incentives for workers’ participation.

Scale-up active employment programmes for laid-off workers and adapt social protection to the emergence of new forms of work
A second policy priority is to adapt activation and social protection policies so that they can more effectively assist workers to cope with economic changes that are potentially disruptive. Doing so will not change the basic principles of activation and social protection, but it will require them to be organised and applied in new ways. It is particularly important to adapt social protection systems to rapid structural change and emerging forms of employment, potentially by making entitlements more portable from one job to the next or by making it easier to cumulate contributions from multiple jobs. It is also necessary to more effectively assist workers who lose their jobs due to economic change to move from declining sectors and occupations to the sectors and occupations where new jobs are being created. Some of the most successful examples of re-employment assistance for these workers are those –such as Job Security Councils in Sweden– where the social partners play an active role in providing adjustment assistance to workers who will be laid-off, tailoring the assistance offered to the specific needs of the affected workers and beginning to deliver that assistance during the notification period prior to the workers becoming unemployed.

Collective bargaining can contribute to worker-friendly adjustments to potentially disruptive change
While labour market adaptability depends, in considerable part, on providing individual workers with the skills and other resources they need to navigate a rapidly evolving labour market, it also requires employers and workers to collaborate in adapting to changing conditions. In particular, labour market adjustment to structural change is likely to proceed more smoothly and leave fewer workers behind if trade unions or other forms of worker representation allow workers’ interests to be taken more fully into account. This edition of the Employment Outlook provides an exceptionally rich overview of collective bargaining institutions and practices, as they function today. Profound changes in the process of collective representation and negotiation have occurred over the past decades, in response to technological and organisational changes, globalisation, the decline of the manufacturing sector, the emergence of new forms of work and population ageing. In many OECD countries, these factors –sometimes in combination with important policy reforms– have led to a decentralisation of collective bargaining. Decentralisation, together with a long-standing decline in union membership rates and increasing individualisation of employment relationships, has severely tested the relevance and functioning of collective bargaining systems in some countries, even as effective forms of co-ordination, including multi-level bargaining, have emerged in others. At the same time, new forms of social dialogue, collective organisation and bargaining are emerging to meet the challenges posed by new forms of work.

A resilient labour market is also a necessity
The economic crisis of 2008 illustrates the importance of fostering labour market resilience, that is, the capacity of the labour market to withstand temporary adverse shocks. Resilience is related to, but distinct from, the adaptability of labour markets to secular trends such as digitalisation and globalisation. The important role of international financial markets in causing and propagating the crisis also illustrates how deepening globalisation can create high volatility and hence undermine worker well-being, if economic policy does not react appropriately.
Almost all OECD countries experienced a significant rise in unemployment in the wake of the crisis, but the size and persistence of that increase varied dramatically across countries. For example, unemployment rose less sharply in countries where the adverse shock to aggregate demand was absorbed to a greater extent by wage moderation and reductions in hours worked, an adjustment pattern that is more common in countries where collective bargaining is either quite centralised or effectively co-ordinated. While the OECD average unemployment rate is now back to its pre-crisis level, it remains well above this level in a number of countries, including those with deeply segmented labour markets and a weak capacity to respond to the rise in unemployment because of insufficiently developed employment policies or severe budget constraints. Even in most of the countries where the post-crisis increase in unemployment has fully reversed, productivity growth remains depressed, resulting in lower wage growth than would have occurred if the pre-crisis trend had continued. To some extent, resilience in unemployment (i.e. the absence of a long-lasting effect through a rise in the structural rate of unemployment) may have been achieved at the cost of some reduction in job quality.
Policy choices can make a contribution to enhancing labour market resilience. Large gaps in employment protection between permanent and temporary contracts can reduce resilience, while collective bargaining –provided it is quite centralised or co-ordinated– can increase resilience. There is a need for a whole-of-government approach to achieving labour market resilience. In particular, expansionary fiscal policy during economic downturns can play a key role in shoring up the economy and, hence, also the labour market. Counter-cyclical fiscal policy is particularly effective at limiting the rise in unemployment during a downturn, when it takes the form of public investment and expanded spending on active labour market programmes.

The road ahead
The key remaining challenge in developing the new OECD Jobs Strategy is to map different policy choices against the different aspects of national labour market performance and then to identify the most effective policy packages to achieve inclusive growth in each country. As is illustrated by the labour market performance scoreboard presented in this Outlook, the starting point for meeting this challenge differs widely across OECD economies and these differences will affect policy priorities. The resulting policy guidelines will also need to be forward looking and reinforce the adaptability and resilience of labour markets. If this is the case, then the new JobsStrategy could go some way towards assuaging the legitimate concerns fuelling the backlash against globalisation and hence contribute to a less divisive political environment, while also promoting better labour market performance.
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Executive summary
Employment policy must address the concerns underlying the populist backlash against globalisation
While an expanding majority of OECD countries have finally closed the massive jobs gap that opened during the Great Recession of 2008-09, people in a number of countries are expressing rising dissatisfaction with core economic policies, including the promotion of international trade and investment. The populist backlash against globalisation challenges the policy advice offered by international organisations like the OECD, which have long emphasised the benefits of global integration. In view of the growing scepticism about policy orthodoxy, it is important to reassess economic policy stances, including which choices labour market policy makers have got more or less right and which they have got wrong and where a change of approach is required. While a definitive assessment is not yet available, it is already clear that many of the concerns underpinning the backlash against globalisation and trade are real and that they highlight areas where employment, skills and social protection policies need to be reinforced and adapted to a changing economic environment.

Labour market performance needs to be understood broadly
Labour market policy choices should be assessed in light of the many ways that employment outcomes affect well-being. Labour market performance has often been judged primarily in terms of employment and unemployment rates, because these are important outcomes and easily measured. However, other labour market outcomes also matter and can also be measured. These include job quality (pay, security, working environment) and the inclusiveness of the labour market (income equality, gender equality, employment access for potentially disadvantaged groups). This edition of the OECD Employment Outlook contains a new comparative scoreboard of labour market performance encompassing job quantity, job quality and labour market inclusiveness that provides a rich overview of the strengths and weaknesses of different national labour markets. It shows that during the past decade, the majority of OECD countries managed to better integrate women and potentially disadvantaged groups into the labour market and improve the quality of the working environment, whereas the unemployment rate and earnings quality were more or less stable, and labour market security and the low income risk worsened. The scoreboard also shows that there is a group of countries that score well on most or all indicators, implying that there are no hard trade-offs that prevent countries from performing well in all areas.

Labour market resilience in the wake of the crisis differed greatly across OECD countries
The Great Recession was a severe stress test for OECD labour markets. The OECD unemployment rate has returned to close to its pre-crisis level, but the unemployment cost of the Great Recession has nonetheless been very large and long lasting in a considerable number of countries. Moreover, as the recovery in output has been weak relative to the recovery in employment, labour productivity and wage growth remain low. Sound macroeconomic and labour market policies are important determinants of labour market resilience. Macroeconomic policies are highly effective in limiting employment declines during economic downturns and preventing cyclical increases in unemployment from become structural. Spending on active labour market policies needs to respond strongly to cyclical increases in unemployment to promote a quick return to work in the recovery and preserve the mutual-obligations ethos of activation regimes. Overly strict employment protection for regular workers reduces resilience by promoting the use of temporary contracts and slowing job creation in the recovery. Co-ordinated collective bargaining systems can promote resilience by facilitating wage and working-time adjustments.

Technological change and globalisation are transforming labour markets
The Outlook examines the impact of technological progress and globalisation on OECD labour markets over the past two decades, focusing on job polarisation and de‐industrialisation. Both are associated with severe disruption in workers’ lives and rising inequality, and uncovering their root causes is of fundamental importance for policy. Almost all OECD countries have experienced occupational polarisation during recent decades –that is, a decline in the share of total employment attributable to middle-skill/middle-pay jobs – which has been offset by increases in the shares of both high- and low‐skill jobs. About one-third of the rise in polarisation reflects a shift in employment away from manufacturing and towards services, while the larger part reflects occupational shifts within industries. Technology displays the strongest association with both polarisation and de-industrialisation. The role of globalisation is less clear cut, but there is some indication that international trade has contributed to de-industrialisation. Skills policies, activation measures and up-to-date social protection systems can play a key role in helping workers to successfully navigate the ongoing transformation of the labour market and reap the benefits of technological progress.

Collective bargaining is evolving quite rapidly in OECD labour markets
To assess whether collective bargaining is maintaining its efficacy in the context of rapidly changing labour markets, this Outlook includes a comprehensive and up-to-date review of collective bargaining systems for OECD countries and a selected group of emerging economies that are in the process of accession to the OECD. Comparable estimates of membership to trade unions and employer organisations as well as collective bargaining coverage indicate that collective bargaining still has an important role, although the share of workers whose terms of employment are set through collective bargaining fell during the past three decades. There has also been a trend toward more decentralised bargaining, with firm-level bargaining tending to expand at the expense of sectoral or national bargaining, often through mechanisms such as derogations and opt-out clauses that allow lower-level negotiators to deviate from terms set at higher levels of bargaining. The different ways that decentralised bargaining can be co-ordinated, the effective level of contract enforcement and the multiple types of worker representation that can be present within firms also play important roles in collective bargaining. The overall quality of labour relations, as assessed by senior executives or as indicated by the public’s level of trust in trade unions, varies markedly across OECD countries, but is not found to be linked to any specific model of bargaining. Asummary comparison of national collective bargaining systems illustrates how the different aspects of collective bargaining in a country fit together into an interconnected whole.




Chapter 1. How are we doing? A broad assessment of labour market performance1


This chapter develops a framework for assessing labour market performance and applies it to OECD countries and a number of emerging economies. The framework is multi-dimensional and is intended to help guide the reassessment and updating of the OECD Jobs Strategy. The framework covers not only the quantity and quality of jobs, but also different aspects of labour market inclusiveness, a topic that has received less attention from researchers. After a short review of the key indicators of the quantity and quality of jobs, the chapter analyses the measurement of labour market inclusion in much greater detail. In particular, three complementary indicators of different aspects of inclusiveness are proposed, namely, the low income rate for the working-age population, the gender gap in labour income, and the employment gaps for five disadvantaged groups. The performance of a number of countries shows that it is possible to do well in creating more and better jobs that benefit all segments of society.



Key findings

This chapter assesses labour market performance in OECD countries, along with countries in the process of accession to the OECD (Costa Rica, Colombia and Lithuania), and key partner countries (Argentina, Brazil, China, India, Indonesia and South Africa). Performance is measured along a number of dimensions encompassing the quantity and quality of jobs that are available and the overall inclusiveness of the labour market in providing good employment opportunities for all. It uses a measurement framework developed as part of the new OECD Jobs Strategy.2

Key findings include:


	The short-term labour market outlook for OECD countries is subdued yet generally favourable. Employment and unemployment rates are expected to continue to slowly improve in most OECD countries in the context of moderate growth. The OECD average unemployment rate is projected to inch downwards from 6.2% in Q4 2016 (39 million unemployed persons) to 5.7% in Q4 2018. While employment is projected to grow at an annualised rate of just over 1%, a considerable part of this growth will be absorbed by rising labour force participation, muting the impact in lowering the unemployment rate. Nevertheless, ten years after the onset of the global financial and economic crisis, the unemployment rate for the OECD area will have returned to approximately its pre-crisis level, while the employed share of the working-age population will be moderately higher.


	Despite these positive developments, not all segments of society are benefitting from the labour market recovery. A broader and deeper benchmarking of labour market performance is needed, going beyond aggregate developments in employment and unemployment. Therefore this chapter presents a conceptual framework that has been developed for the new OECD Jobs Strategy which defines labour market performance along three dimensions: the quantity and quality of employment (dimension 1); labour market inclusiveness (dimension 2); and resilience and adaptability (dimension 3). This chapter presents the framework and a performance scoreboard showing how countries compare based on the first two dimensions. The performance scoreboard will be updated regularly to monitor future progress in improving labour market performance.


	The three indicators adopted for the quantity of jobs are the overall employment rate, the full-time equivalent employment rate and the unemployment rate, all of which have long served as key measures of labour utilisation. The three indicators adopted for job quality are taken from the OECD Job Quality framework that was first presented in the 2014 Employment Outlook and subsequently adopted also by the G20. These are the indicators for earnings quality, labour market security and the quality of the working environment. As proposed in the 2015 Employment Outlook, an alternative measure of the quality of the working environment is also considered, so as to allow better coverage of emerging economies.


	
The chapter develops a new measurement framework for labour market inclusiveness that captures the multi-dimensional character of this concept while being operational. Three inclusiveness indicators are proposed:


	The low income rate for the working-age population;


	The gender gap in labour income;


	The average employment gap for five disadvantaged groups. 






	
The three indicators, each, for the quantity of employment, job quality and labour market inclusiveness are combined in a scoreboard of labour market performance. Based on data for 2015 and changes in those indicators over the previous decade (i.e. since the last reassessment of the Jobs Strategy in 2006), the following elements emerge:


	Countries do not face strong trade-offs between performing well in one dimension and less well in another. For example, high rates of employment do not come at the expense of job quality. Generally, most countries perform at a similar level (in terms of their cross-country ranking) across the nine performance indicators. Nonetheless, there are a few notable exceptions where certain countries perform very well on some indicators and near the bottom of the distribution on others.


	The Nordic countries score relatively well on most or all indicators along with Switzerland, while Germany and the Netherlands score in the upper third of the distribution on more than one-half of the indicators. Among the OECD countries scoring in the bottom third of the distribution on the majority of indicators are a number of Mediterranean (Greece, Italy, Spain and Turkey) and Latin American (Chile and Mexico) countries. Belgium, Korea, Japan and several Central European countries combine strong performance in several areas with much weaker performance in other areas.


	Over the past decade, the deep and prolonged economic crisis led to a worsening of labour market security that has not yet fully reversed and low income rates increased. At the same time, however, most countries managed to narrow the gender labour income gap, better integrated disadvantaged groups into the labour market and raised the quality of the working environment, while earnings quality was more or less stable. Those European countries that were badly hit by the financial crisis and had to exercise significant fiscal restraint experienced worsening performance in many indicators. By contrast, Germany, Israel and Poland stand out for having achieved significant improvements along at least five of the nine performance dimensions, while being approximately stable along the other dimensions. Finally, many Anglo-Saxon countries are characterised by the stability of their performance over time.











Introduction

The OECD is currently reviewing and expanding its Jobs Strategy, a comprehensive set of employment policy guidelines for national governments. A precondition for analysing labour market policy choices is to accurately assess labour market performance. This, in turn, requires a conceptual framework for measuring performance in order to study how outcomes are affected by policy choices and the changing economic, technological and demographic context. In order to meet this need, this chapter develops such a framework and applies it to assess recent labour market performance in OECD countries, along with accession and key partner countries.

This chapter is organised as follows. Section 1 provides a brief overview of aggregate labour market conditions, both current conditions and the short-term outlook according to OECD projections. However, this only provides a very partial picture of labour market performance and therefore the rest of the chapter focusses on the presentation and empirical application of a measurement framework capable of providing a broader and more detailed analysis which can inform the reassessment and updating of the OECD Jobs Strategy. Section 2 presents the conceptual framework that has been adopted for the new Jobs Strategy. The framework adopts a multi-dimensional concept of labour market performance that encompasses the quantity and quality of employment, labour market inclusiveness, and the resilience and adaptability of labour markets. Section 3 continues with a succinct review of the key indicators of the quantity and quality of jobs, which are already well established in the policy research literature. Section 4 then analyses the measurement of labour market inclusion, which has hitherto received relatively little attention from researchers.3 Three complementary indicators of different aspects of inclusiveness are proposed. Section 5 pulls together the material in Sections 3 and 4 by proposing a scoreboard of nine labour market indicators that, taken together, provide a broad yet relatively parsimonious overview of labour market performance. Another advantage of the scoreboard is that it can be easily updated so as to monitor future progress in improving labour market outcomes. A short concluding section considers next steps.





1. Current labour market conditions and the short-term outlook

Global growth is set to improve modestly thanks to an upturn in investment, trade and manufacturing output. After having averaged only about 3% per year during 2012-16, real global GDP growth is projected to pick up modestly to 3.6% in 2018, mostly due to improving growth prospects of several non-OECD G20 countries, including Brazil and Russia (OECD, 2017d). Real GDP growth in the OECD area was just 1.8% in 2016 and is projected to rise only to 2.1% in 2018 (see Table 1.A1.1 in the online annex at OECD, 2017b). While this modest recovery remains vulnerable to financial risks and policy uncertainty, the baseline OECD projection implies a continuation of the slow improving trend in labour market conditions, albeit with considerable variation across countries.

The broad-based, but slow, economic recovery was reflected in employment growth in 2016 of 1.6% for the OECD area and somewhat more rapid growth of 1.8% in the euro area (see Table 1.A1.1 in the online annex at OECD, 2017b). The employed share of the population aged 15 to 74 years rose for the third consecutive year in 2016, reaching 61% in the fourth quarter of 2016, placing it above its business-cycle peak in Q4 2007 (60.8%). It is expected to increase further over the next two years to reach 61.8% by Q4 2018 (Figure 1.1, Panel A). Employment rates range from below 55% in Greece, Italy, Spain and Turkey to more than 70% in Iceland, New Zealand and Switzerland – and these differences are not projected to diminish much in the next two years.

Another indication of improving labour market conditions is the decline in the OECD average unemployment rate to 6.2% in the fourth quarter of 2016, corresponding to 39 million unemployed persons (Figure 1.1, Panel B). Unemployment rates were below 4% in the Czech Republic, Iceland, Japan, Korea and Mexico, and below 5% in a further eight OECD countries (see Table 1.A1.2 in the online annex at OECD, 2017b). By contrast, the unemployment rate was 23.4% in Greece and 18.7% in Spain, and also exceeded 10% in Italy, Portugal and Turkey, although it has been falling in all of these countries except Turkey. The OECD average unemployment rate is projected to decline further to 5.7% by the last quarter of 2018, which is slightly above its value in Q4 2007 (5.6%).4 The improving unemployment situation is likely to lead to a reduction in the incidence of long-term unemployment, which still represented nearly one in three unemployed persons in the OECD area the fourth quarter of 2016.



Figure 1.1. The slow improvement of labour market conditions is projected to continue in a large number of OECD countries

Employment and unemployment rates, Q4 2016 and Q4 2018

[image: graphic]Note: OECD and euro area are weighted averages.
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