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The OECD has been at the forefront
to document the rise in inequality

: “Inequality can no longer be treated as an
: afterthought. We need to focus the debate
: on how the benefits of growth are

- distributed.”
- Angel Gurria, Secretary General of the OECD
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Large country differences
In levels of Income inequality

OECD countries
o Gini Coefficient of income
inequality
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Source: OECD (2018), Income inequality (indicator). doi: 10.1787/459aa7f1-en (Accessed on 08 June 2018)
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Channels to mitigate inequalities
steaming from the labour market
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Women's employment and earnings can
put a brake on increasing inequality

Income inequality increased by about 3pp
since the 1980s.

Without the increased women’s labour force
participation, this figure would be 2 points
higher.

Source: OECD, In It Together, 2015

The Pursuit of Gender Equality
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Policy responses

e Support paid maternity
leave

* Provide access to quality
and affordable childcare

* |ncentivize parents to share
caregiving more equally

* Ensure the gender pay gap,
for instance by
transparency in firms
acounts

 Embed gender equality in
all policy making




Non-standard forms of work
Temporary, part-time, self-employed

_ Percentage change in employment shares of
1:3 jobs task categories,
1:2 jobs created since 1995 Mid-90s-latest available year
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Higher _|Ob insecu rlty W Standard Work [ Non-standard Work

Less training
Higher level of job strain *

. 20
Less well-covered by social

protection, esp. the “new self- 10 -
employed

-10 -

Policy responses Narrow the gaps

-20 -

* inemployment protection legislation

-30

'Y |n SOC|aI protectlon Coverage Nun—mu;c;r;i manual  Routine task Ahstract task

* in access to training Source: OECD (2015), “In It Together”,2015



Quality of employment:
earnings, security, working environment

26 out of 34 OECD countries have a form of
statutory minimum wage

Policy responses

Levels and setting mechanisms vary markedly ’ Mlnlm-um Wages
across countries co-ordinated with

tax-benefit policies to be

E Very big differences in net minimum wages

Hourly minimum wage before and after taxes, 2013, in US dollars at purchasing power parities more Effe Ctlve N
m Employee social contributions and income tax m Net wage © Gross wage u nderpi N ning incomes Of
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Job-related training — most in need get

the least

Participation rate in job-related adult
education varies drastically by literacy
proficiency levels

High-skilled : 60%
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Source: OECD (2013), OECD Skills Outlook 2013: First Results from the Survey of Adult Skills , OECD Publishing.

Policy responses

Provide workers with
opportunities to develop,
maintain and upgrade their
skills

Increase the benefits of
adult learning

Help individuals to
overcome financial
situations

Offer good vocational
education and guidance




Protect individuals against labour
market risks

Most josbseekers do not receive unemployment
benefits

Policy responses

* High coverage of social

Countries which spend more on active labour assistance schemes

market programmes have a lower share of * Support job seekers for a
middle income households moving down to the quick reintegration

bottom of the income distribution
 Address problems before

they arise

Total spending in ALMP pr unemployed in GDP per capita, %
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Source: Chapters 1 and 6, A Broken Social Elevator? (2018)




Emerging economies: same framework, but

specific challenges

Informality in emerging economies

Social protection is weaker,

Job quality is weaker
Informality is higher

In-work poverty is higher

Source: Chapter 5, OECD Employment Outlook 2015

Policy responses

Increase the benefits of
formality

More effective social
protection systems and
labour laws

Strengthen academic and
vocational training

Careful design of ALMPs




Take home messages

* Gender equality

PROMOTE an environment * Sound regulatory
g In which high-quality jobs framework
can flourish

* Training opportunities

98 | PREVENT labour market ferell
exclusion and protect e Protect individuals
individuals against labour . .
market risks * Address informality

Y PREPARE for future risks

@@ and opportunities that may
» % emerge in the labour market
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No trade-off between quantity, quality
and inclusiveness

Quantity

Quality

Inclusiveness

Broad labour

Employment Unemployment underutilisation
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At the upper end of the distribution, the

shares of very high incomes surged in many
countries

Shares of top 1% incomes in total pre-tax income,
1980 — 2012 (or closest)

A 2012 ~ 1981
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Source: OECD 2014, Focus on Top Incomes and Taxation in OECD Countries: Was the Crisis a Game Changer? (http://www.oecd.org/els/soc/OECD2014-
FocusOnToplncomes.pdf), Based on World Top Income Database. Note: Incomes refer to pre-tax incomes, excluding capital gains, except Germany (whi
includes capital gains). Latest year refers to 2012 for the Netherlands, Sweden and the United States; 2011 for Norway and the United Kingdom; 2009
Finland, France, Italy and Switzerland; 2007 for Germany; 2005 for Portugal; and 2010 for the remaining countries.



http://www.oecd.org/els/soc/OECD2014-FocusOnTopIncomes.pdf

The consequences of high
Inequality: why do we care?

Economic Social
concerns concerns

Ethical Political
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(How) does inequality affect growth:
main findings from the OECD study

1. Higher income inequality lowers subsequent economic
growth in the long-term

» |Increasing income inequality by 1 Gini point lowers the
growth rate of GDP per capita by ~0.12 %-points per year

2. This is driven by disparities at the lower end of the
distribution, incl. lower middle classes, not just the poor

3. Redistribution through taxes and transfers does not
necessarily lead to bad growth outcomes

4. Prominent mechanism: high inequality hinders skills
investment by the lower middle class and harms education
outcomes, in terms of quantity and quality




Higher inequality hinders skills investment by

the lower middle class

Average years of schooling

Average numeracy score

by parental educational background (PEB) and by parental educational background (PEB) and
inequality inequality
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Inequality (Gini coefficient)

Source: OECD (2015),
“In It Together”

Increasing inequality by ~5-6 Gini pts. (the current differential between Chile and the
US) is associated with less average schooling of low PEB individuals by ~half a year

Note: Low PEB: neither parent has attained upper secondary education; Medium PEB: at least one parent has attained secondary and post-
secondary, non-tertiary education; High PEB: at least one parent has attained tertiary education. The bars indicate 95% confidence intervals.

Inequality (Gini coefficient)




The main drivers of rising inequalities

o Direct drivers
e Changes in employment
patterns and working
conditions

* Weaker redistribution via
the tax/benefit system

Lesser culprit

LX)

* Changing demography and
family structures

/,.\\\ Indirect effects
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* Globalisation (trade, FDI)

change
Institutional effects

* Changes in product and labour
market regulations and
institutions

 |Increase in education

*  Female labour market
participation




There is room for policies to make
socleties more mobile

0.8

0.7

0.6

0.5

0.4

0.3

Countries which devoted more
resources to health tend to
feature higher health mobility

Countries which in the past
spent more on public education
tend to have higher educational
mobility
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Widespread labour market
polarisation

Job polarisation in major OECD economies, 2002-14
Percentage points changes in employment shares by occupation
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Source: OECD estimates based on EU-LFS, Japanese Labour Force Survey, BLS Current Population Survey.



Sticky floors at the bottom,
Sticky ceilings at the top

Children from disadvantaged background
struggle a lot to move up the ladder

. %6 of people in the upper earnings quartile, by father’s earnings position
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More inequality does not mean more

soclal mobility

Earnings mobility across generations today
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Redistribution through income taxes and cash
benefits plays an important role in OECD countries

Gini coefficient of disposable and market income: impact of taxes and transfers,
working-age population, 2015
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Source: OECD Income Distribution Database, www.oecd.org/social/income-distribution-database.htm,



http://www.oecd.org/social/income-distribution-database.htm

OECD countries until the crisis

Trends in market income inequality reduction, working-age population

>> Redistribution became weaker in most
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Source: OECD Income Distribution Database, www.oecd.org/social/income-distribution-database.htm,



http://www.oecd.org/social/income-distribution-database.htm

Informal work in low- and middle-income
countries

Incidence of informality in selected low- and middle-income countries
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Note: Informality is defined to include: i) employees who do not pay social contribution, except for Colombia where contract status is used; and ii) self-employe
who do not pay social contributions (Brazil, Chile, China, India, Indonesia, Turkey) or whose business is not registered ( Argentina, Colombia, Costa Rica, Mexic
South Africa).. a) The figures for China are for 2008 and 2009. b) All figures for Indonesia are for 2007.

Source: OECD calculations based on national household and labour force surveys (EPH: Argentina, PNAD: Brazil, CASEN: Chile, UHS: China, GEIH: Colombia,
Costa Rica, NSS: India, SAKERNAS: Indonesia, ENIGH: Mexico, NIDS: South Africa), the EU-SILC national files (Turkey) and the European Social Survey (Russj
OECD Employment Outlook 2015, Chapter 5.



Emerging Economies:
specific challenges

same framework, but

* |n emerging economies,
— Social protection is weaker,
— Informality is higher

— In-work poverty is higher

Job quality among formal and informal worker
in emerging economies

PPP-adjusted gross hourly earnings in USD, 2010 Risk of low pay, 2010 Incidence of very long w orking hours, 2
@Earnings quality @Risk of low-pay
13D, PPP ® Average eamnings O Probability of entering low-pay status 9% B ncidence of very long working hours
g s 0 Inequality (right scale) % 9% @ Probability of exiting low-pay status (rightaxis) % ;
7 10 147 100 12
6 . 12 e 10 -
08 80
5 10
o o &1
4 06 ¢ 60
6 -
[ ]
8 04 8 4
4
2 4
02 20
1 2 27
0 00 0- 0 0 -
Formal Informal Formal Informal Formal Informal

Source: Chapter 5, OECD Employment Outlook 2015

Policy responses:

* More effective social
protection systems and
labour laws

e Strengthen academic and
vocational training

e Careful design of ALMPs

> * Increasing the benefits of

formality

010




Women's employment and earnings can put a
brake on increasing inequality

- Women’s labour market participation
- contributed to decrease inequality
- mid-1990s to 2007 or latest

B Com ined effect of women's employment changes
Change in Gini (\)

# Change in Gini (\)

008 ¢
.
0.06 * o0

0.04 4

0.02

‘i
0.00 -
IlIII IIII"I I |-I i
4
-0.0
*

-0.04

N

-0.06

< NPT N F LS QR >
S (/,\/ 4 (_)?‘ N % \5 0 $Q<(/ &Y, $$\9 @‘0 (’)Q\ (g“vv}) \Q“Q(? QSJQ’\’
)

Source: OECD, In It Together, 2015

POI P

St
le

Pr

The Pursuit of Gender Equality

/o

f“'f,
)\? mu




Job-related training — most in need get the
least

Percent of workforce in job-related education and PO“CV responses
training by level of proficiency in literacy '
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Source: OECD (2013), OECD Skills Outlook 2013: First Results from the Survey of Adult Skills , OECD Publishing.




