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1. Introduction

The socieeconomic dividehas beeron the risein Europeover the past decades, amas intensified
since the onset of the global financial crisisgh and rising mequaliy harmsour societies in many
respect, not least in terms of economic growth.can hamper social cohesion, results in lost
opportunities for many, and can evesultin worse health outcomes

Inequalitycan alsolower social trust inin institutions and fuelpolitical and social instabilityin a

number of waysFirst, the higher the level of economic inequality, the higlvdt bet he Tfisoci al
barriersod between gr wil fea familimdwitht ahdeconheetdosotheér pedglev i d u a |
Second inequality may generate a perceptionimbistice: it is difficult to develop trust in others if

they are seen as havingfair advantageginally, unequal communities may disagree over how to
share(and finance) public goodandthose disagreement can twreak social ties and lessen social
cohesionBrokentrustcan lead tantolerance and discriminaticand there is growing concern across

European countriesndmoreglobally over the association wiftolitical instability.

The socieeconomic divide can also grow over time by itself, just by transmitithgantages and
disadvantagefrom one generation to the nexflany Europeansare increasinglypessimistici in

some cases merthan Americans forexamplea bout t heir chil drenédés chanc
in life than they haveMore peoplebelievetodaythat individual effort canot really help get onéo

the top, or that hard work caot completely compensatdor a poor family backgroundRising
perceptios that merit and effort have becormemewhatess important anthatparental background

plays the major role for future opportunities and outcomes, may increase preferencemdoe
redistribution they may o lead to calls foincreasegrotectionism anduel populism in countries.

The socieeconomic divide is not only abojutxtaposingi t he r i ¢ h 0 imaternds ofwade® poor
or incomesThe phenomenois a complexveb indeedinvolving accumulated wetd or debtsput it

alsohas to do witthealth statuswhich isalsodriven by the quality of joh®ducation, and migration
background.This report establishethe state of play of this dividén European countriedt sheds

light on its various facets with special focuson quantifying them and explaining their drivers. It

looks at the divide in terms of income and wegthle labour markeeducation and skiljshealth and

migration The European Unioris coveredo the extent possiblevith OECD-European countries as a

second best option when comparable daémot available. NofEU countries(such as Norway) and
nonEuropean countries (such as the United States or Japan) are covered for cqnigposalts



Key messages

Income inequality remains at an atime high In the 1980s, the average income of the
richest 10% was seven times higher than that of the poorest 10%; today, it is around 9
times higherTheeconomic recovery has not reversed the Hmmm trend towats increasing
income inequality

Unequal distribution of wealth surpasses that aicome.The 10% of wealthiest households
hold 50% of total wealth; the 4@ least wealthy own little over%.

High levels of debtexposehouseholdso sizeable risks in the eventsafdden changes in
asset pricedn the OECDarea half of households have debts, and mh is oveiindebted.

The postcrisisjob gapsare closingon average in Europe, biltere are stilll.4 million
fewer jobs in the EU in 2015 compared with 2007.

Majorinequalities remain across countries in terms of overall employment, with
unemployment rates reaching 24% in Greece versus 4% in Ictdagdalities in terms of
the type of job such the share of gilimte or temporary employment are also large in Eurg

Gender gapsin employment and eaings have declined in mosbuntriesin the EU butat
9.8% and 12.8% respectivdlyey persist- andwomen are still disadvantaged in terms of t
type of jobs and occupation they hold

Low-skilled youth who are disconnected from both employment and leameimgesent 17%
of 1529 yearoldsin the EU andrisk being permanently left behind in the labmarket

There is agap in education outcomesmongindividuals with differenparentakocic
economic background4 child from anadvantagedociceconomic background will score
on average 20% higher in mathematics than a child from a disadvabtgepiound.

There are close links between seemnomic backgrounds aeducation and health
outcomes Menwith lower levels of educatiohave2.7 yearslesslife expectancyhan the
better educatecandwomen, 1.2/ears

Immigrants tend to have lower outcomasterms of labour market or incomés=an the
nativeborn in most area86% are low educated, against 25% of nativen; 64.8% are in
employmentas opposed to 66.3% of the native bdimose in employment are twice as
likely as their nativéborn peers to live below the poverty line.

Native-bornchildren of immigrants raised and educated in the host country are facing
persistent disadvantages compandith children with nativeborn parents. In the EU, the

youth unemploymentate among nativborn immigrant offspring is almost 50% higher tha
among the young with natiMgorn parents. In necBU OECD countries, the rates of the two
groups are similar.




2. The socio-economic divide: income and wealth inequality

Income andvealtharethe firsti andperhaps thenostsalienti aspect of the sociceconomic divide
in Europe. ThdiGreatDivideo pertainsnot only togrowing gaps betweethe bottom andhetop of
the income distributiomithin European countridsut also to diverging trends betwessuntries.The
range of inequality levels prevailing in Europe iswgiole that it is difficult to consider disingle
European modé) andthat also holdgor trends. For a number of reasdng particularrelating to
changes in the labour market @ndedistributioni income inequality has increasednostEuropean
countriesduring the pasthree decadedMoreover, he profile of individuals at the bottom of the
income distribution has also chang&tie most vulnerdb are no longer the elderly, but ratlyeung
peopleand families with childrenThe deep economic crisis and the often mild recovery in many
European countries have been associated with stabilisation if not further increaseonme
inequality. In all European countries,ax and transfer policieare contributng significantly to
reduéng market income inequality, but someslfare systemamanage that redistributidpetterthan
others

Income inequalityremains at an altime high

Income inequality has beagrowing in mostwealthy countries in recent decadesising questions
aboutthe stability and sustainability of our social and economic systémthe 1980s, the average
disposable income of the richest 10% was around seves tiigher than that of the poorest 10%;
today, it is around 9 ¥ times highd&Concerrs are increasing ovexhat happens when the gap
between the rich and the poavidens significantlyand economic growth delivers benefits
predominantlyto those welloff. A wideningdivide threates not onlythe socialbut also thepolitical
stability of our societies.

According to thdatest ded available, he Gini coefficienf a common measure of income inequality
thatranges fromD when evergne has identical income® 1 when all the income goes to only one
personi stands at an average of 0.8crossOECD-EU countriesslightly below the OECD average
(0.31)

The Nordic countries aramongthe most equaEuropeancountries,but CentralEastern Europn
countries (Slovenia, the Czeemd SlovakRepublis) also have lower levels of income inequality
(Figure2.1). Western Euromn countries, such as France, Germany and the Netherkmaddose to
the Biropeanaveragewhile the level ofincomeinequalityis above average il southern Europan
countries.The highest levelsf income inequalityn Europe are reached in the United Kingdand
the Baltic Stateslnequality in Europe is generally lower than in many -Bpmopeancountries in
particularthe United Statesnd Israel



Figure 2.1. A vast range of income inequality levels acrodsuropean countries

Gini coefficient of disposable income inexity in 2014 (or latest year) and ml®80s
when availabletotal population

W 2014 or latest year () © Mid-1980s

0.40

0.38

0.36

0.34

0.32

0.30

0.28

0.26

0.24

0.22 I
020Q$¥®®f§6‘0\\°~§‘<§\0‘@6§$‘%«\&$'z§&%® f@\\@@@’ﬁﬂ\{bo S S & & L&

QQ«@ ¥ Qg}"@@q@q" W &° Y\\@Q@@ & § & \Q§' NN S & é? & FTS \?‘@Q’
S S8 & © ¥
[eig S® N

Source OECD IncomeDistribution Databaséhttp://oe.cd/id.

Income inequalityvasgenerallylower one generation agim European countries, the Gini coefficient
increasedon averagefrom 0.28 in the 1980s to 0.30 in 2014. Inequality in@ednot only in
countrieswith highly unequal incomeis such aghe United Stateandthe United Kingdoni but also
in traditionally more egalitarianountries, such as SwedandFinland. Inmost Europearcountries
the increases occurrddter than in thdJnited Statesor the Lhited Kingdom namelyduring the
1990s.That said, mequalityremainedstableor even fellin some countriesfor exampleBelgium,
France Greecquntil the crisisyandthe Netherlands

Another noticeable shifthat hasoccurredduring thepast thirtyyearspertains to the age profile of
poverty, with young people replacing the elderly as the group most at risk of p(E®D, 2015,
OECD, 201@).

It is not easy to untangle the complex web of factors behind the growing gap between the rich and the
poor. Changes in earnings and in labour market conditions have been the most irdpedediiver

of rising income inequality (OECD, 2011). Thizinly has to do wittlchanges in the distribution of

gross wages and salaries, which have become more dispersed in most OECD countries. People with
skills in highdemand sectorsuch asIT or finance have seen their earnings rise significantly,
especially at thevery top end of the scale. Meanwhile, at the other end, wages of workers with low
skills have not kept up. Butsing inequalityis also linked tahe changes in employment patterns,
working conditions and labour market structuthat have ledo increasd job polagation (see

section 3). Tha990s and 2000s haaso seen reformis tax and benefitsystemghat havetended

to redistribute lesduring thisperiod up to the crisi©©ECD, 2011, 2014)
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Despite weak recovery, incomes did not reapte-crisis levels and inequality did not fall

In 2008, the economic crisis hit many OECD countries, nottddyEuropen area Unemployment
peaked above 8% in 2010 in the OECD area and redct#édduring 2013 in Europ&he recent
economic recovenhas inproved real average incomes, but more rapid growth of top incomes and
weaker improvement at the bottom meant that overall income inequality did not .réalube
southernEuropen countrieseversince 2007 reahcomes at the bottorh0% have been fallingell
between12% and28% annually ananore severely hit than those in the middfelat thetop of the
distribution(Figure 2.2 OECD, 2016).

Figure 2.2 Household disposable incomelsave notyet recovered from the crisis

Real disposable income growtktween 2007 and 2014r (atest year) by income group,
total population
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Source OECD Income Distribution Databagbttp://oe.cd/id)l.

In the earlier phase of the crisis, taxes and cash transfers largebt difieincrease in market income
inequality (i.e. in grosswages, earnings and capital incomeSince 2010L1, redistribution has
weakened or stagnated in md&iropeancountries. This may be due to a softening of automatic
stabilisers as the economy recoversdme countries (e.g.in Estonia or Latvia) or the phasing out of
fiscal stimulus measures implemented in the early years of the &igisveaker redistribution may

also reflect the introduction of fiscal consolidation measures. For instance, redstritbetireased in
Hungary, where guaranteed minimum incomes and unemployment benefits were tightened and in
Ireland, where direct taxation was reformed and several wedgrgsocial benefits were lowered.

Redistributionneverthelesstrengthenedn some countries and contributed to hoidg back if not
reversng the increase in income inequality. Examples are Iceland, partly due to tax reforms in 2010,
and France, following an increase of the top income tax rate and revalorisation of social assistance
benefis. Redistribution also increased in some of those European countries hardest hit by the crisis
andin spite of implementation of fiscal consolidatipbecause of the sharp rise in unemployment.
This was for example the case &pain,Greeceor Portugal(see OECD, 2014§.
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Wealth is much more concentratethan income

Understanding peoplebs incomes, especially aftei
or not they can meet their bills aate able tanake longterm investments in educatiphousing and
so on. Yet there is no doubt that wealth also mattelbso t h i n shaping peopl

circumstances by generating capital incormed as a wider socieconomic force. Accumulated
wealth generascapital income, which, in turn, can gem income inequalities.

On average, the 19% wealthiest households hold half of total wedaithhe OECD countrieghe next
richest 50% hold almost thentire other half, while the 4@ least wealthy own little over %
(Figure2.3). Wealth is most concentrated at the top of the distributioAustria Netherlands and
Germany

Figure 2.3 Winner takes all: a minority of people own a disproportionate amount
of wealthin many countries

Wealth shares of top, middle and bottofrihe net wealth distributior2010 or latest year
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Source Calculations fromOECD Wealth Distribution Database

Because wealth is accumulated over timés itnsurprigngly spread outnuchmore unequally than
income.In all Europeancountries, wealthdistribution is much more concentrated at the top than is
income distributionOn averagen the OECD area the top decile ohousehold disposable income
distribution accounts for about 2% of total household income, while the top deeitzounts for
about 50% of the distribution of household wealtBountries with lower or average levels of income
inequality are not necessarily countries with lower concentmtbnvealth. Germany, Austria and

the Netherlands for examphave the high& concentration of wealth at the t@pért fromthe United
States) By contrast while the United Kingdom is one of the most unequal countries in terms of
income distributionthe level ofwealthinequality is around average

Tax data available for teroantries indicate that, like income, private wealth has tended to become
more unequally distributed in recent decadie trend isoften linked to increases in stock and
housing prices relative to consumer pricéSomparable survey data from a handful of
countriesndicate thatsince the crisis inequality at the top of thewealth distribution (the
UnitedStates, the United Kingdom, thetherlands and ltalyand also atthe bottom of the
distribution (Australia, Canada, Italy, the Netherlands and the United Statesjurther increased
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The flipside of wealth: oveindebtedness

High levels of indebtedness and/or low asset holdings affect the ability of theruddie class to
undertake investments in human capital.

In some countriese(g.the Netherlands, FinlarahdLuxembourd, a large share of households have

high levels of debt, which expose them to sizeable risks in the event of sudden changes in asset prices
That has implicationfor the economic system as a whimiderms of vulnerabilityThe magnitudeof
household liabilities (as a share of total assets) vargreat deahcross countries, ranging frone

in ltaly and the Slovak Republic, to over &0in the NetherlandsSGJECD, 201%).

The higher level of debt is often related to rising housing prices in the period preceding the crisis,
which led more households to take on higher mortgages to become homeowners. Most household
liabilities (two-thirds) are mrtgages on the pchase of a principal residender example, lose to

80% of household liabilities are principal residence loans in Belgium, the Netherlands, the
SlovakRepublic and the United Kingdonin some countrieshowever,loans on other residaal

property and other types of loans represent a substantial fraction of total liabilities.

While the incidence of debt increases with a housébdattome, ovemdebtedness is highest among
middle-income groups and among households headed by youn¢ep@dpether household debt is
more widespread amonigss or more highly educated people depends on the counltmythe
Netherlandsand Finland two countries with high levels of debt and cirdebtedness, households
with tertiary education are the mogiver) indebted.In Spain, Portugal and Luxembourgss
educategeopleare more likely to be oveandebted.
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3. The role of jobs and labour market changes in the socio-economic
divide

Work is the best safeguard against exclusion. However, labouretsaske not always equally
accessibleHigh and especially persistent unemployment is a setioaat to social cohesion and can
inflictlongst andi ng da ma g e s.Moregoveitooanany jolb doanbt providiccess ® s
new skills opportunitiesor chanceso move up the career ladddvlaking labour market more
inclusive also requiredhelpingmore vulnerable group$ in particularlow-skilled and inexperienced
youthT into rewarding and qualitypbs

The pbs gap is closing

Labourmarketsarerecoveing from the crisis, bubnly slowly in Europe Despite tie uneven nature

of the economic recovery, the jobs deficit had fallet.4omillion in the EU area by the end of 2015.
The OECD Employment Outlook 205Bowedthat the jobs gaplosedfurtherduringthe second half

of 2016 in the EUEmploymentreversed by then to its level in late 2005813% of the population

(aged 1574 years) intheEU area.

Within Europe, hereare marked diferencesamong countries.Employment rates are noawver 5%
above their en@007 levels in Germangind Hungary (Figure 3.1) At the other extremearound
two-thirds of Europearcountries have yet to regain their qumésis employment rates and the jobs gap
remains large, notabiy Greece, Ireland and Spain @t7.9 and 8.5 percentage points respectively).

However, these hasdit countries are currently achieving some of the most rapid rates of employment

growth mong OECD countries.

Figure 3.1 The jobs recovery continues, but remains incomplete

Employment gap
Percentagpoints change in the employment rate since the onset of the crisis (Q4 2007)

[l Maximum gap (couspgcific trough ¢ Current gap (Q4 2015) & Projected gap (Q4 2017)
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a) Annual values calculated using employment data fromQECD Economic Outlook Databased UN population
projections.
b) Aggregate of 15 OECD countries of the euro area.

Source OECD calculations based @ECD Economic Outlook Databgsend United Natios, World Population Prospects:
The 2015 Revision.
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Unemployment is continuing to fall in most countries but a great divide remainate 2015,
unemploymentn Europewas still 2.1 percentage points higher tha&inwvasin the last quarter d2007,
at9.1%, and expected to remalmd percentage poingbove the 2007 level by the end of 20TRhis
represent1 million personsn theEU area, which is respectively 5.3 million more unemployed than
in the fourth quarter of 200National unemployment rates continue to vary widekanging from
around4% in Icelandthe Czech Republic, Germany, Norway and Switzertardbubledigit figures

in countries such as Spainlf®@) and Greece (24%hut alsoFrance (10%), Iltaly (11%), Pogal
(12%) and the Slovak Republicl®%).

Back in work but still out of pocket

Real wages fell sharply in hatdt countries such as Greece, Ireland, Portugal, Spain and the Baltic
States they stagnated or barely grew almost everywhalse Comparing reawage growth between
200007 with 200815 suggests a sharp deceleration in a number of countries, including the
CzechRepublic, Estonia, Latvia, and the Unit€thgdom. By 2015, real hourly wages in these
countries were more than 25% below where they didave been if wage growth had continued at

the rate observed during 2000. Thisgap exceeded 20% in Greece, Hungary, and IrelEimete are

a few exceptions, most notably Germany, where wage growth has been significantly stronger since
2007 tharbeforethe crisis

Holding a job is a means to escape poverty,ithistnot a guaranteén-work poverty affects 8% of
the workingage populatiori mainly single parents in OECD countries. There are sizeable cross
country differences. Thim-work povertyrates are high in southern European countries, especially in
Spain and Greece whetteey havancreased in recent yeamr¢undl4%) and Estoniavhile the rates
arearound 4% in Denmark, the Czech Republic and Iceland. Over the past two decad®¥, in
povery has intensified most for single parents &ardneincome couples with children.

Access to productive and rewarding jobs remaidi$ficult

In addition to the jobs divide, there igBwingdivide amongworkerswith regard tahe type of jobs
they hold Non-standardobs (parttime, temporary and sedfmploymenthave been on the rise the
decadeprevious to therisis Overall nonstandard jobsiccounted fomore tharhalf of the growth in
employment irthe EUsince 1995n the period up to the glalbeconomic crisis.

Both temporary and patime jobs have increased ira majorityof the EU countries. The increasas
temporary employmerduring thepre-crisis period were particularly large in Poland, Portugal and
Spain, with growthat over 10%.Workers with fixedterm contracts were disproportionately affected
by the job losses that occurred during ¢hisis but employment gains during the recovery have also
been particularly strong for temporary jobs, leaving the incidence of temporary ereploijttie
changed. While around 14% of dependent employment is made of temporary employaestage

the figures isover 20% in Portugal, Spain and Poland, but it is 6% in the UK and aroufalif5
Estonia (in 2015)Similarly, there wagapid growthin parttime work during the 1980s and early
1990s and the average incidence of jare employment rose during tlegisis, increasing from
14.6% in 2007 to 16.5% in 2015 across the EU.

Temporary employmenéends to bessociated with lower job quality teuse temporary workers face
lower earnings, higher levels of labour market insecurity and higher job strain. In particular, those
workers report higher exposure to physical health risk factors at work and workplace intimidation,
while having less autonom@nd learning opportunities and receiving lower support from their

13



colleagues (OECD, 2014Parttime workers also face lower earnings quality and higher job
insecurity but the incidence of job strain tends to be lower among workers dim@acontracts.

New technologies are changing the nature of work and careers

Digitisation and automation ke led to significant changes in occupational structure and will
continue to change how existing jobs are carried out. Already in the past two decades, job types have
undergone a process of skill or routini@sed technical change. This brought a polarisaifdabour

demand between higtkilled nonrroutine jobs, such as those involving interpersonal skills or
creativity, and lowskilled nonroutine jobs, such as food services and security.

Routine jobs (many of which are midelikilled) are sought less disey are the ones most easily
automatedlIn the future,workers will remain at risk of automation but this differs widely across
countries depending on how work is organised: countries where jobs rely less otofaoe
interaction are at higher risk automation while countries where technology already plays a big role
face a lower risk.

The share of wrkers at risk of automatiaoreaches 10% across the OECD, and those whose task will
evolve significantly represent 20 to 25% of the workfo(@ECD, 2016).Across all countries,
workers with a lower level of education are at the highest risk of displacement. While 40% of workers
with a lower secondary degree are in jobs with a high risk of job autométefigures for workers

with a tertiarydegree idess than 5%. Thus, automation could reinforce existing disadvantages faced
by some workers

Figure 3.2 Labour markets have polarised across occupations
Percentage points changes in employment shares by occupatioff QD2
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Source:OECDestimates based on HUFS, Japanese Labour Force Survey, BLS Current Population Survey
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The gender gap in the labour market has narrowed but remains high

In the past 20 years, gender gaps in employment and earnings have declined Eurmpsan
countries, but they persist. The gender gap in employimettie EUhas halved between 1992 and
2014 from 21.6% to just below 10% but remains at over 16% in the Czech Republic, Greece and lItaly.
On the other hand, in the Nordic countries the gap in 2(stamly around 5 percentage points or
less andhas changed little over time.

Women are still less likely to be in paid work, progress in their career and earn in tHesgthan

men Motherhood makes patitme work much more likely, and the sharepairttime work in total

female employment is greater in countries with significantly higher childcare costs (OECD,18010).
addition, o average across the EU, only 31.5% of women are managers, although this ranges from
around 22% in Luxembourg to 40%Htungary.

Because wmen ae less likely than meto progress in their careeandmore likely to be empyed

in lower-paid occupations, thgender gap in papersists Median wages for men are higher than
those for women, although the gap has narrowedtover Even among fullime employees, in 2@1
women earned, on averag8% less than mem the EU The widest gender pay gaps are in Estonia
while the narrowest are found in a variety of countries, including Luxembourg, Hungasguwhdrn
European countries. In some of these countrissch as Greece, Italy and Spaismall gender pay
gaps are the result gkelection effecty whereby for various reasons only more highly qualified
female workers tend to remain in the labour foertificially increasing female median earnings.

Figure 3.3 Women still earn less than men

Gender gap in median earnings of fithe employees, 2002, 2008, and 2014 or latest available
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a) The gender wage gap is unadjusted, and is calculated as the difference between the median earnings of men and of women
relative to the median earnings of men. Estimates of earnings used in the calculations refer to gross earnings of full-time wage
and salary workers. However, this definition may slightly vary from one country to another i see the OECD Employment
Database (http://www.oecd.org/employment/emp/onlinececdemploymentdatabase.htm) and the individual country metadata
data available in OECD.Stat ( http://stats.oecd.org/index.aspx?queryid=64160) for more detail.

b) Data for Estonia, Luxembourg, the Netherlands, and Slovenia refer to 2010, for France and Spain to 2012, and for Denmark,
and Sweden to 2013

c) The OECD-20 average is the unweighted average for the 20 countries with data available for all three time points. The EU
average is the unweighted average for all relevant countries with data available for 2014 (or latest available).

Source: OECD Employment Database (www.oecd.org/employment/database).
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The economic recovery has been too weakmany countries to bring yoin unemploymentback
to the pre-crisis level

Despite the overall improvement in labour market performance, vulnerable groups suctskiiddw
youth neither in employment nor in education or training (the sol | e d fisk bding &b ) r
behind. In 2015, 1% of 1529 yearolds in theEU area were in this category, up moderately from
15%just before theconomiccrisis in 200 Figure 3.3) On average;lose to 49 of all NEETSs have

not finished upper secondary schoolinghaEU area and are less likely to be actively searching for a
job than more educated NEETs (33% versus 4846ye than 40%of low-skilled NEETsin the EU

live in a jobless household (i.e. a household that does not contain an employed adult), suggesting tha
many in this group experience both low current incomes and limited labour market opportunities.
Many members of this vulnerable group are likely to require targeted assistance to improve their long
term career prospectsow-skilled youth who are discoented from both employment and learning

risk being permanently left behind in the labour market

Figure 34. The NEET rate has increased in the majority of OECD countries

Percentage of youth aged-28 who are neither employed riareducation or training, 2007 and 2015

B 2007 & 2015 (7)
%

30

25

20

15

10

[\

F OSSP F P PR DO DS AL SR ‘& NS 6}@%@

&i@i&“‘ 5&@«-\&@'2&“ Fo T T R %“Q &(’6& ) FE \éﬁ@% :bc} ¢

W o & cso‘** O

Source OECD calculations based on national labour force surveys eRE&pD Education Databader Australia, Korea,
andNew Zealand.
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4. The social divide in e ducation and human capital development

Educationsystems cabe a force for social mobility. Howevehey canalso reproduce and reinforce
existing social divides On average in mogturopeancountries, children from middlelass and
wealthy families do better in school, are more likely ta@aniversty and, eventually, earn more as
adults.Later on in life, workingageadults with higler levels ofeducation are more likely to benefit
from lifelong learning than lovgkilled individuals, perpetuatingetsocial divide.

Social divide in schoglerformance

There is a gap in education outcona@songindividuals with different soci@conomic backgrounds
which implies large amounts of wasted potentlal.all countries, children whose parents héags
education perform worse than others on ave(kggire4.1) and children with better educated parents
do better.In mathematicdor example childrenof agel5 with lesseducated parents score834on
average in PISAProgramme for International Student Assessment) tesile those with highly
educated parents scorg40.

However, thiggap in average performance by parental backgrdiffets across European countties
while some countries manage to keep it idar exampleEstoniaandDenmark it is much bigger in
othersi France the CzechRepublic Luxembourg and HungarZountries with similar average scores
actually canactuallyhave very different gapis performancebetween low and high status families
see for example Franammpared tocSweden andhe Uhited Kingdom or Germany compared to
Slovenia and the Netherlands

Figure4.1“ My dad i s r i ethidren ftoim better-gffdamilies havebetter school
outcomesthan their peersfrom disadvantagedfamilies

Score in mathematics by so@oonomic statusf parents2015
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Note ESCS refers to the PIS@rogramme for International Student Assessmielgx of economic, social and cultural
status.

Source PISA 2015

17



Investing in education and training will pay leterm dividenddor individual wellbeing,as well as

for the overall prosperity of oconomiesReaching excellence in schools through equity is possible.
For that, more ambitious education and skills polioesd to belevelopedThere are major potential
benefits to equip disadvantaged groups, such as stusigntdisadvantageednd lowskilled workers,

to acquire better skills and compete for bepiaying jobs.

Unequal access to lifelong learning: the leskills trap

Once young people reach working ageducational and skills inequality tend to perpetu&iar.
example, participation in training activitiesreflects such inequalities. Participation in training
activities among lowskilled adultsis particularly low, giving little reason to believe that they will
manage to leave the group of lakilled workersThose with highelevels of basiskills proficiency

are five times more likely taattend in adult learning activitiesthan low skilled individuals
(Figure4.2). In other word, 20% of the population aged-&6 (those with skills at level 1 and below)
is caught in dlow-skills tram. The key policy challenge is to help those adults escape that situation.

Figure 4.2 The social divide in access to training: higly-skilled peopleare more likely
to benefit from lifelong learning

Percentage of adults who participated in adult education and training during year prior to the survey,
by level of proficiency in literacy
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Source Survey of Adult Skills (PIAAC)2012.
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5. Socio-economic divides in health in Europe

Life expectancy has risen steadily over time across Europe, increasing on avethgee byonths

each year across the EU. Consequently, a child born in the EU today can expeditthievage of

81 years and a egearold a further 20 years, on average. Such gains have taken place in the context
of improvements in education and living conditions over recent decades, a reduction in some
important risk factors to health (notably tobacco smoking)l predominantly universal healthcare
systems where the quality of care has steadily advanced over time.

Gaps in life expectancy remain persistent

The gender gap in life expectancy has also narrowed slightly over the past decades, though women
still live 5.5 years longer than men on average across EU countries. However, the gender gap in
healthy life year§ how long people can expect to live without disabiliig much smaller, reflecting

the fact that women are likely to spend a smaller proportion df tives without disability
(Figure5.1).

The less educated and the poor are more likely to be in worse health and die prematurely than those in
more favourable socieconomic circumstances. For example, individuals with lower levels of
education have a lower life expectancy than the better educated across all European countries with
comparable data (Figurg.2). Differences are patrticularly large in Central and EasEropean
countries, especially for men. In the Slovak Republic, Latvia, Hungary, Estonia and the Czech
Republic, 65yearold men with a high level of education can expect to live more than four years
longer than those with a low education level.

Disparities in health status: the disadvantaged are most at risk

Health disparities are also evident in terms of general health status. Across the EU, 78% of people in
the highest income quintile report being in good health, compared with only 61% for people in the
lowest income quintile. There are also large disparities by socioeconomic status for diseases and risk
factors that are major causes of disability and lower quality of life (FE8e

In particular, people with the lowest level of education are ni@e twice as likely to report having
chronic obstructive pulmonary disease and diabetes as those with the highest level of education.
Whilst these differences are due in part to the fact that higher proportions of people with low
education are in older pafation groups, these chronic health problemsaateally more prevalent

among people with lower levels of education at all ages. People with low education levels often have
poorer nutrition and are more likely to be obese (major risk factors for diglsrtdssmoke (the main

risk factor for chronic obstructive pulmonary disease).

Addressing inequalities in health and associated risk factors requires a range of policy reforms both to
prevent diseases and to provide equitable access to care whenkmaopieill. Improving access to

care remains an ongoing challenge in many countries. For example, on average across EU countries,
four times more people in low income groups reported unmet medical needs for financial, geographic
or waiting time reasons as digople in high income groups (6.4% versus 1.5%). Inequitable access is
particularly marked in Latvia and Greece, where about 25% and 17% of the lowest income group
respectively reported unmet need
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The social determinants of health also need tadwressedncome, education, occupation, aihe

living environment (housing, crime, pollutio@yea | | i mportant factors inf
health and life expectancy. Ministries responsible for housing, education, income and social
protection herefore need to be engaged, alongside health ministries. Partnerships with the private
sector will also be important, especially in relation to working conditions. Policies both within and
beyond the healthcare system are therefore required to redutteihequalities.

Figure 5.1 Women live longer than men,
but spend a smaller share of their lives without disability

Life expectancy (LE) and healthy life years (HLY) at birth, 2014

Women Men
BHLY (W) LE with activity limitation mHLY LE with activity limitation
86.2 | Spain | 80.4
86.0 | France | 79.5
85.6 | Italy | 80.7
84.4 I Portugal | 78.0
84.3 I Luxembourg | 79.4
84.2 | Sw eden | 80.4
84.1 I Greece | 78.9
84.1 | Finland | 78.4
84.1 I Slovenia I 78.2
84.0 I — Austria | 79.2
83.9 I Belgium | 78.8
83.6 | Germany | 78.7
83.5 ] Netherlands | 80.0
83.5 | Ireland I — 79.3
83.2 | United Kingdom | 79.5
82.8 | Denmark | 78.7
82.0 | Czech Republic | 75.8
81.9 | Estonia I 72.4
81.7 | Poland | 73.7
80.5 | Slovak Republic I 73.3
80.1 | Lithuania | 69.2
79.4 | Hungary | 72.3
79.4 | Latvia ] 69.1
83.6 | EU I 78.1
83.2 ] OECD-EU | 77.1
85.4 | Switzerland | 81.1
84.2 ] Norw ay | 80.1
84.2 | Iceland | 81.1
78.7 ] Romania | 71.4
78.0 | Bulgaria | 71.1
100 75 50 25 0 0 25 50 75 100
Years Years

Source OECD/EC Health at a Glance: Europe 2016
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Figure 5.2 Individuals with lower levels of education have a lower life expectancy
than the better educated

Gap in life expectancy at age 65 by gender and educational level, 2013 (or nearest year)

Women Men
1.2 Sweden I 13
0.7 IS ltaly |
0.8 IS Finland I 1
1.1 I Denmark I 15
1.2 Portugal I 19
0.5 Il Greece I 21
1.2 I Poland I 2.7
1.7 I Austria I 3.2
1.2 I Slovenia I 3.6
0.5 Im Czech Rep. [ 41
2.3 Estonia [ 41
1.5 I Hungary I ———— 4.2
2.7 Latvia ik

1.9 EEEENSNNNNNES  SovakRepubic N 4 4

1.2 OECD-EU I 2.7
1.0 I Romania I 4
0.2 Malta I 16
0.7 N Croatia I 16
1.5 I Norw ay I 13
1.8 I Bulgaria I 3.3
3 2 1 0 0 1 2 3 4.
Gapin Gap in years

Note The figures show the gap in the expected years afdifeaining at age 65 between adults with the highest level
(ftertiary educatiod) and the lowest levefijelow upper secondary educatpof education.

Source OECD/EC Health at a Glance: Europe 2016

Figure 5.3. Health disparities are evident for specific disease and risk factors

Differences in disease and risk factors by education level, EU average
Percentagef population aged 15 years or over (lowesthighest level of education)

6.1

4.2 | 4

26

Diabetes Chronic obstructive pulmonary Obesity Smoking
disease

Source OECD calculations based @ECD/EC Health at a Glance: Europe 2016
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6. Immigrant integration

People living in the EU and OECBrea who were born abroad number more than one jratgha
further 10% are nativeborn with at least one immigrant parent. g3 Europe, women represent about
52% of immigrants of working age and are overrepresented among the 4ooengm all countries
except the Czech Republic, Finland, Luxembourg, Norway, Mexico, Romania, Spain and Slovenia.

I mmi gr ant sd o Uicactly ogéetd ofveeonoynic and gpaidl integration. In méstdsi

labour market, education, material living conditions, social inclusion—etamigrants tend to have

lower outcomes than the natieern, though not always by much. Outcomes tend tledsefavourable

in Europe than in the OECD countries that have been settled by migration, partly because immigrants in
the former countries have less favourable sdeimographic characteristics than the natigen.

Indeed, the composition of the immégnt population by category of entry, educational attainment and
duration of stay is an important determinant of variations in successful integration performance across
countries. For example, outcomes in Scandinavia have been shaped by large inflowgesafsief

well before the current surgRefugees are moreovargroupthat has more difficulties in integrating
everywhere. In many other countriesvedstern Europe, there has been significantd&iNed labour
migration in thel9%60s and early 70s, anghoseoutcomes are shaped by these migrants and the
subsequent family migration. Southern Europe and Ireland are generally affected by the relatively
high proportion of recent immigrants, a grotnat is more frequently exposed to housing problems
and, forthe more skilled among them, to oxaralification in their jobs. The relatively high level of
gualifications among the immigrant population in some host counfoesXamplein the United
Kingdom) has an overall positive impact on immigrant outcomasicplarly in terms of access to

the labour market.

It is important to note that integration challenges do not increase with the share of immigrants in the
population. There is no obvious link between the proportion of immigrants in the total popatation
immigrant integration outcomesis Figure6.1 illustrates with respect to employment and relative
poverty rateslf anything, countriesvhereimmigrants tend to have better integration outcomres

home to high proportions dhem For example countries that are home to high proportions of
immigrants also tend to have the highest immigrant employment rates. One reason is that such
countries tend to have greater shares of labour migrants, the only truly discretionary category of
migration. In other wors, labour migrants come on top of family and humanitarian migrants, who
generally have less favourable labour market outcomes.

Migrants face challenges in terms of education and employment

Immigrants in the EU have lower educational attainment levels erag® than the natidgorn.

About 36%have alow level of educationcompared with 25%f the nativeborn. At the same time,
about one in three immigrants of working age holds a tertiary education degree. A high level of
education makes it easier smcceed inthe labour marketyet immigrants with higheeducation
degrees struggle more fiad a jobthan their nativdborn peersMoreover thatstruggle isgreatestor

those who have obtained their highest qualifications abroad, which is the cassufut twethirds of

all immigrants.Forty-two percenof highly-educated, foreigeducated immigrants working in the EU
have jobs that would require lower levels of education. This is twice the number of their-foveign
peers who hold qualificationsdim the host country
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Figure 6.1 Integration challenges do not increase with the share of immigrants
in the population

Link between two indicators employment rate and relative poverty ratend the proportion of
immigrants in the total population, 2013
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1. Footnote by TurkeyThe i nf ormation in this paper with reference to

There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkegeretogni

Turkish Republic of Northern Cypru$RNC). Until a lasting and equitable solution is found within the context of United
Nations, Turkey shal/l preser ve 2iFbosnotphy allithe Ewapeart UniorcMemiber ng t he
States of the OECD and the European Unibie Repulic of Cyprus is recognised by all members of the United Nations

with the exception of Turkey. The information in this paper relates to the area under the effective control of the Government

of the Republic of Cyprus.

Source AEmployment raté European Wion Labour Force Survey (EUFS) 201213. fiPoverty raté: European Union
Statistics on Income and Living Conditions (BULC) 2012.fShare of foreigrborn population: OECD Database on
International Migration (201Q1). Eurostat Database on InternatiokBgration and Asylum for nolOECD EU countries
(201213). European Union Labour Force Survey {EES) 201213 for Croatia.

Having a job affords legsrotecton against the risk of povertipr migrantthan native borne workers.

This is due in part tthe lower levels of educatioand, for those who have higher levels, difficulties

of having these credentials fully valudthmigrants in employment are twice as likely as their native

born peers to |ive in a householveapowiydmseshold. nc o me
Associated with this is the fact that immigrants are more than twice as likely to live in overcrowded
accommodation as their natiern peers (19% versus 8%), OEGDeawide. In virtually all

countries, income inequality is also hay among immigrants than among the nakigen. This

reflects the wide diversity of the immigrant populations.

Across the OECDareain 2015 the average proportion of immigrants of working age who were in
employment was, &6.3%6, comparable to th64.8% share of their nativeorn peers. Those rates
exceeded 70% in countries where immigration is primarily lallowen and those where
employment is relatively buoyant, like the settlement destimaitBwitzerland and Luxembourtn

the European Union, byoaotrast, immigrants were less likely to be in employment than the native
born 63% versu6%) , chi ef |l y b e c aemgoyment oate @b \sas6percentagey e
points lower than that of their native peers (Fig6r®. Far fewer immigrant than nemigrant
women are in work in the longstanding immigration destinations of the EU15 countries, particularly
in Denmark the Netherlands arffwedenin those countrieshe gap between the two groups exceeds
15 points.
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Figure 6.2 Employment among immigrant women in Europe is low
Employment rates by place of birth and gender, 2015

Foreign-born populattyn ( [_____]Native-born population
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1. Footnote by Turkey: The i nf ormation in this paper with reference to ACyprus

is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey recognizes the Turkish
Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is found within the context of United Nations, Turkey
shall preserve its posittonconcer ni ng the ACyprus issueo.

2. Footnote by all the European Union Member States of the OECD and the European Union: The Republic of Cyprus is
recognised by all members of the United Nations with the exception of Turkey. The information in this paper relates to the area
under the effective control of the Government of the Republic of Cyprus.

Source: OECD/European Union (2015), Indicators of Immigrant Integration 2015: Settling In, OECD Publishing ,Paris.
http://dx.doi.org/10.1787/9789264234024-en.

Immigrants are more likely to experience involuntary inactivitthat is, willing to work but not
actively seeking work. Across thaibpean Uniona higter proportion of inactive immigrants (21%)

than inactive nativéorn (16%) declare that they are willing to wo@n average, slightly more men

than women are inactive against their will, though higher proportions of mothers of children under the
age of sk have been forced into inactivity.

Differences between immigrants and nafiben populatioe cannot be entirely explained by
observable soctdemographic variables, and the share that can be explained varies according to the
field of integration coveredlhis underlines the importance of factors sasproficiency in the host
country | anguage; the quality of the diploma ob
as motivation adaptability to a new environment; cultural awareness; andyfittal importance of
contextualfactors such as the situation and functioning of the housing and labour maricttise

conditions of access to social services but also the prevalence of discrimination.
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Overall, employment and othagaps between immigram@ind nativeborn populations tend tshrink

over time, as immigrants become more familiar with the-boshtry. Indeed, before the recent
economic and financial crisis (and the refugee crisis), more recent cohorts of immigrants wek show
better outcomes at the same point in their stay than those who had arrived before them. This is
especiallythe casen the early years after arrival. ahmay be a result of a combination of factors,
among them an overall improvement in the employmenasin after 2001la larger share of labour
migrants in the inflows in many countrieand an enhanced policy focus on the labour market
integration of new arrivals. In countries where recent immigration consisted largely of labour
migration, with immigrats generally having jobs upon arrival such as ltaly and Spdinthe
economic crisis has severely affected the outcomes of recent cohorts.

The nature of the relationship between a host society and its immigrant popidatiaritical factor

in integraton. If social cohesion is strong, it will promateegration if it is weak, immigrants will

find it harder to fit in. In the OECD and EU areas, between 2002 and 2012, one immigrant in seven
felt that theywere discriminated against on the grounds ofrtloeigin (Figure 6.3) Perceived
discrimination is more widespread among men and people born iniloseenecountries. Foreigners

born abroad also perceive more often to be the targdisofimination than their peers who have
naturalised.The groups mdsexposed to ethnic discrimination (young people, the unemployed, and
the elderly) vary widely from one country to another.

Figure 6.3 Self-reported discrimination is higher among migrants from lowerincome countries

Share of 154 yearold immigrants who consider themselves members of a group that is
discriminated/has been discriminated against on grounds of ethnicity, nationality or race,
by place of origin, 20022

m All foreighorn ) © From lower-income country
40
35
30
25
20
15
10
5 I
0 > >
@ @ & 3 @ © & $ N o
& V’b\& i%\v\@&b Qé\ ((@0 S of 0796\%&@@&&) ) @2‘\{;\ %‘@b @Q \"&\ Q\Q\Q’%@&@ %"&;g,@“ 0%0 s (\@cﬁa

@
o

Source: OECD/European Union (2015), Indicators of Immigrant Integration 2015: Settling In, OECD Publishing, Paris.
http://dx.doi.org/10.1787/9789264234024-en.

The social divide between young people with and without a migrant background

Native-born children of immigrants raised and educated in the host cotemuyto facepersistent
disadvantagesomparedo children with nativeborn parentsn many countriesThe former groups
an important and growingemographicin 2013, in the 22 Eldnd OECD countries for which data
are available, nearly 20% of -3l yearolds was nativdorn— with at least one immigrant parent or
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immigrated as a child. Since one would not expect them to face the same obstacles that migrants who
have arrived as adslare facing, their outcomes are often viewed as the benchmark for the success of
integration in the long run. Yet, in European countries, the outcomes of such youth tend to be lower
than those of other youth, in contrast to what is observed in th&wopean OECD countries
although large differences can be noted within the EU itself. Educational and labour outcomes are
particularly worrying in some Southern European countries as well as France and Belgium. By
contrast, results are relatively good ielénd and the United Kingdorthis reflects the often less
favourable characteristics of their parents. The outcomes of #iaiimeyouth with immigrant parents

tend to be better than those of their peers who have themselves immigrated.

Education is genellg a key driver of the labour market integration of immigrant offspring and of
immigrants who arrive as children, although less so among women than men. Overafgnrales
than nale immigrant offspring enter tertiary education. Unlike their male peeosnen appear to
enjoy abetterchance of going on to higher education if they attend school in the host country.

Successful educational outcomes for children are partly determined byesociomic factors, the
characteristics of the schools they attendnfely the percentage of parents with poor educational
attainment At the same time, a high concentration of children of immigrants in schools is only an
issue if their parents arteave little or no educatioras is often the case in EU countries. School
performance at age 15 improves the longer pupils have resided in the host country, and the native
offspring of foreigrborn parentage outperform immigrants who arrived during their childhood.

Gaps also remain in terms of access to employment by theeshibdlimmigrants and the quality of
jobs they hold. In addition, they are less likely than the rest of the population to find jobs in the public
sector, despite having the nationality of their country of residence.

In the EU, the youth unemployment ratecang nativeborn immigrant offspring is almost 50% higher

than among the young with natiern parentsin Austria, Belgium and the Netherlands, the
unemployment rate of immigrant offspring was as much as three times higher than that of their peers
of native parentage. The discrepancy between the two groups is less pronounced in other EU countries
although unemployment rates may be high, especially in Spain, and to a lesser extent in France,
Belgium and the United Kingdomin nonEU OECD countries, the rateof the two groups are
similar. Since 20008, youth employment rates amomgtiveborn immigrant offspringhave
declinedin most countries, more than among the offspring of the nhtive, especially among men.

Both male and female immigrants and imraigr offspring are more likely to be NEET than their
counterparts without rmimmigrant background. While few gender differenca® observed in
unemployment, more women generally fall into the NEET category than men, chiefly because they
account for a larger share of the inactive. The gender difference is widest among immigrants who
arrived as adult§ an average of 24 percentage peiin the OECDareaand 20points in the
European Union. It is at least five times greater than the gender gap among youth withorative
parents in the OEC@areaand the European Unipand some three timegreaterthan among
immigrants who arrived asidren.

A particularly worrisome finding is that nath@rn immigrant offspring in the EU are more likely to
report being discriminated against than tliereign-born peerswho migrated to the EU. This stands
in marked contrast to the ndturopean OECRountriesand is a threat to social cohesion.
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