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INTRODUCTION 

SOCIAL scientists and policymakers have traditionally viewed the welfare state as a 
means of achieving economic security, equality of opportunity, and redistribution. 
Social programmes provide money and services to individuals and households, and in 
doing so they insure against risks, boost capabilities, and reduce poverty and inequality. 
Over the past three decades, an additional goal has become prominent: employment. 
Policy has more and more aimed to increase paid work. 

WHY? 

An embrace of employment isn't novel. Sweden was committed to pursuit of 'full em
ployment' as early as the 1950s (Ohman 1974; Ginsburg 1983: chapter 6; Rehn 1985). 
However, as public social programmes expanded in the decades after the Second World 
War, some of them reached a level of generosity at which they clearly dampened work 
incentives, and this wasn't necessarily considered a vice. Here is one description of the 
situation as of the 1980s, by G0sta Esping-Andersen (1990: 153,156): 

Like pensions, sickness and related benefits were originally meant to help only 
the truly incapacitated. The idea of paid absence from work has undergone a de
cisive transformation in terms of both quality and scope. In most European coun
tries, sickness benefits today equal normal earnings. In some countries, notably 
Scandinavia, legislation has deliberately sought to emancipate the individual from 
work-compulsion by extending high benefits for a broad variety of contingencies, 
including sickness, maternity, parenthood (for mother and father), education, 
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trade- union and related involvement, and vacation. Controls and restrictions have 
been eliminated or liberalized: waiting days have been abolished, a medical certifi
cate of illness is required only after one week, no previous work-experience is re
quired to qualify, and benefits can be upheld for very long periods ... When, as in 
Sweden, on any given day approximately 15 percent of workers are absent yet paid 
to work ... a very large share of what normally is regarded as labor time is in fact 
'welfare time'. 

In the ensuing decades, policymakers in many rich democratic nations have shifted 
from a 'decommodification' orientation to an 'activation' one. The turn towards employ
ment promotion has a number of causes. 

Funding the Welfare State 

Public insurance programmes grew steadily in the 1950s, 1960s, and 1970s. Rapid eco
nomic growth helped to pay for this. In addition, governments were able to boost 
revenue by increasing tax rates and by introducing new types of taxes, such as the value
added tax (VAT). 

Then the context began to shift. In some countries, sustained high rates of jobless
ness increased the cost of unemployment, sickness, and disability benefits. Lower birth 
rates and the retirement of the large baby-boom generation have strained public pen
sion programmes. Rising demand for health-care provision, along with increased life 
expectancy, has led to sizable growth in health expenditures. Governments face not only 
rising expenditures but also new constraints on revenues. Since the late 1970s, economic 
growth has been slower, and capital mobility has made it more difficult to increase rev
enues by raising tax rates. 

A high employment rate can help. A larger share of the population in paid work means 
more taxable income, which increases tax revenue without necessitating an increase 
in tax rates. High employment also eases the fiscal crunch by reducing the number 
of people fully or heavily reliant on public benefits (Esping-Andersen 1999; Ferrera 
et al. 2000; Scharpf and Schmidt 2000; Esping-Andersen et al. 2002; Kok et al. 2003; 
Kenworthy 2004, 2008; OECD 2005, 2006; Morel et al. 2012; Hemerijck 2013, 2017). 

Fairness 

As welfare state programmes became more generous, the incentive for cheating in
creased. In the 1970s, a large share of the working-age population in the Netherlands 
received disability payments, and in the late 1980s Swedish employees averaged twenty
five sick days per year (Visser and Hemerijck 1997; Agell 1996). In a context of strong 
economic growth and quickly rising living standards, this type of behaviour may be 
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tolerated. But in a context of modest growth and slowly rising incomes, sentiment is 
more likely to favour a norm of reciprocity (Bowles and Gin tis 1999 ). 

Poverty Reduction 

Poverty alleviation has long been an implicit or explicit commitment in rich countries 
and a core aim of the welfare state. Employment helps to reduce poverty (Andress and 
Lohmann 2008; Kenworthy 2011; Nieuwenhuis et al. 2016; Lohmann and Marx 2018). 

Social Inclusion and Subjective Well-Being 

Employment isn't always a good thing. The need for a pay check can trap people in car
eers that divert them from more productive or rewarding pursuits. Work can be physic
ally or emotionally taxing. It can be monotonous, boring, alienating. Some jobs require 
a degree of indifference, meanness, or dishonesty towards customers or subordinates 
that eats away at one's humanity. And work can interfere with family life. 

At the same time, employment imposes regularity and discipline on people's lives. It 
can be a source of mental stimulation. It helps to fulfil the widespread desire to con
tribute to, and be integrated in, the larger society. It shapes identity and can boost self
esteem. With neighbourhood and family ties weakening, the office or factory can be a 
key site of social interaction. Lack of employment tends to be associated with feelings 
of social exclusion, discouragement, boredom, and unhappiness (Jahoda 1982; Esping
Andersen et al. 2002; Layard 2005; Huo et al. 2008; Kenworthy 2008; Morel et al. 2012; 

Kleven 2014; Krueger 2017; Hemerijck 2017). 

Women's Independence and Fulfilment 

Increases in educational attainment and changes in gender norms have led more 
women to view employment as a means of realizing individual potential, achieving 
social integration, and ensuring financial independence (OECD 2007; Kenworthy 
2008: chapter 10 ). 

External Encouragement 

The OECD's 1994 Jobs Report and its subsequent employment strategy pushed the ac
tivation turn forwards in Europe. So too did the Lisbon Council's establishment of a 
European employment strategy with targets for 2010, the policy learning promoted via 
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the open method of coordination, and a variety of policy reports from the European 
Commission (Kok et al. 2003; European Commission 2007; Viebrock and Clasen 2009). 

How? 

The specific policy tools used to promote employment are wide-ranging. Some impose 
requirements, some provide incentives, and some boost capabilities. Some work on the 
demand side, attempting to increase hiring by employers, while others seek to increase 
the supply of those desiring paid work. Some are aimed broadly at the entire working
age population, whereas others are targeted at particular groups for which the employ
ment rate may be low, such as women, those near retirement age, the young, persons 
with limited education and/ or skills, immigrants, and people with physical, mental, or 
emotional disabilities. 

A 'market liberal' or 'low-road' approach features low wages and taxes in order to 
boost employer demand for workers along with negative incentives or punishments that 
aim to force people into employment. A more positive, but still limited, approach fo
cuses on use of 'active labour market' programmes (ALMP)-retraining, job placement, 
temporary financial assistance, and perhaps some subsidies or tax breaks to employers 
in order to encourage hiring. A more aggressive positive approach adds a broader 
array of policy tools such as early education, paid parental leave, public employment, 
an employment-conditional earnings subsidy or employer subsidy, and promotion of 
part-time work. Increasingly, policymakers' attention has been directed beyond high 
employment to skill development, placement in appropriate jobs, the pay-off from em
ployment, and opportunity for upward mobility. The interest is in 'enabling' policies that 
improve people's ability to find good jobs and to advance in the labour market. 

Benefit Limits, Cuts, and Conditions 

Benefit programmes with easy eligibility conditions, generous payments, and lengthy 
duration may discourage employment. One of the principal activation strategies coun
tries have pursued is reduction in access to benefits and in the amount of benefits. 
Eligibility criteria have been tightened, benefit levels have been reduced, benefits have 
been made conditional on employment, and the duration of receipt has been shortened. 

The United States welfare reform of 1996 is perhaps the most dramatic of these 
changes. Though the reform included money for supports such as childcare, its core 
thrust was in the direction of punitive activation. It imposed a maximum of two years 
in succession, and five years total over a lifetime, for receipt of cash social assistance. 
The aim was to increase employment by limiting cash and near-cash supports for able 
working-age persons who are outside the workforce. 

Another key component of American social assistance is 'workfare', whereby receipt 
of benefits is conditional on participation in training or employment. The idea is to build 
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human capital in the form of skills and/ or work experience while providing income 
support. Critics tend to see this too as punitive, as it pushes recipients into the labour 
market while offering, in some instances, relatively little in the way of enabling supports. 

A number of countries have moved in this direction, though not to the same degree. 
Denmark, one of the most generous countries in its benefit package, has dramatically 
shortened the period of eligibility for unemployment benefit receipt. Germany's Hartz 
reforms in the early 2000s had a similar effect. Many other nations have made receipt of 
certain types of benefits conditional on training and/ or employment. 

An alternative is to provide benefits but to require recipients to accept a reasonable 
job if one becomes available. This condition has always applied to many unemployment 
compensation programmes, but caseworkers, through whom such rules are imple
mented, often did not know if in fact such jobs were available to benefit claimants. Now 
caseworkers tend to have better information about job opportunities and often are ac
tively involved in securing this information. 

Assistance with Job Search and Placement 

Public assistance with finding new employment has long been a key feature of Swedish 
active labour market policy. It has been utilized in other countries too, though to a much 
lesser extent. Since the mid-199os, its use has become more widespread. A trend in re
cent years has been towards individualized assistance (Ben-Galim and Sachrajda 2009; 
Rice et al. 2018). Clients are assigned an individual caseworker who evaluates their abil
ities and needs, helps with benefit receipt, oversees the search for new work and place
ment with the firm, and monitors employment outcomes. 

Assistance with Transportation 

In areas where key sources of employment are not easily accessible via public transport, 
governments sometimes provide subsidies to defray the cost of transportation to and 
from work. 

Employment-Conditional Earnings Subsidy 

Cash transfers and tax credits to people in paid work but with low earnings are in
creasingly prominent. The United States (Earned Income Tax Credit, or EITC) and the 
United Kingdom began using employment-conditional earnings subsidies in the 1970s, 
and in recent decades most of the other rich democratic countries have adopted some 
version of them. Earnings from employment are required for receipt, and the amount of 
the subsidy increases with earnings up to a point, before it begins to decrease. 

The experience of the United States and the United Kingdom suggest that for an 
economy in which unions and collective bargaining are comparatively weak and labour 
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market regulations are limited, an employment-conditional earnings subsidy increases 
employment among persons at the low end of the labour market. It probably also re
duces wage levels, though the evidence on this is thin. Overall, it appears to boost the 
absolute incomes oflow-end households (Kenworthy 2015). 

On the other hand, the cross-country evidence offers little support for a conclusion 
that the institutional configuration in these countries-weak unions, limited labour 
market regulations, low wage floor, and employment-conditional earnings subsidy-is 
comparatively effective at generating high and rising employment, high and rising in
comes among low-end households, or low and decreasing relative poverty rates. Quite a 
few other affluent nations have done as well as, or better than, the United States and the 
United Kingdom over the past generation. 

Employer Subsidy 

A targeted or general employer subsidy can enhance demand for labour. Firms are given 
a cash credit or tax reduction in return for hiring. This is particularly attractive in coun
tries with high payroll taxes. This type of subsidy has come to account for a significant 
share of active labour market programme expenditures in a number of OECD countries 
(Marx and Verbist 2008). 

Public Employment 

Public-sector jobs can be used as a 'last resort' in providing employment for those un
able to find work in the private sector. In the Nordic countries and France, the govern
ment typically has accounted for 25-30 per cent of total employment, making the public 
sector a likely source of employment, whether as a last resort or a first option (Ansell and 
Gingrich 2013). 

Promotion of Part-Time Work and Flexible 
Work Schedules 

Part-time jobs are an attractive option for some people, especially second earners in 
households. In a number of countries, they now account for one-quarter or more of all 
employment. Some of this is due to inability to find a satisfactory full-time position, but 
surveys suggest that much of it is by choice. The Dutch employment success story since 
the early 1980s is largely one of part-time employment growth, with three-quarters of 
new employment being part-time (Visser 2002: 25). The rapid growth of part-time work 
in the Netherlands has multiple causes, but it was facilitated by legislation that ensures 
part-time employees the same wage and benefit status as full-time workers. Many other 
countries have followed suit. 
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Flexible work schedules, for those employed either part-time or full-time, also tend 
to be attractive to potential employees, again especially in households with a second 
earner. Protections for such employees, as well as financial incentives to employers to 
expand flexible work-time options, can help to attract them. 

Tax Disincentives to Second Earners 

In some countries, the tax system has penalized a couple with two earners relative to 
those with just one earner (Plantenga and Hansen 1999; Sainsbury 1999; Daly 2000; 
Dingeldey 2001). An estimate for the year 2000, for instance, suggests that in Sweden 
and Finland, which have individualized taxation, there was no such penalty at all, 
whereas in Germany a two-earner couple faced a tax rate approximately 10 percentage 
points higher than a one-earner couple (Daly 2000: 496; Dingeldey 2001: 659). Reducing 
this disincentive tends to promote employment, particularly among women (Jaumotte 
2003; Thevenon 2013). 

Wage Levels and Wage Inequality 

Wage moderation has been among the most prominent suggestions by the OECD (1994) 
and others favouring labour market activation. The logic is that in jobs where product
ivity is low and difficult to increase, employers can afford to pay only minimal wages. If 
forced to pay more, they will hire fewer people. Hence, policymakers and unions face a 
choice: allow low wages in such jobs and thereby get higher employment, or mandate 
higher wages and thereby get lower employment. 

The difficulty from the perspective of policymakers is that they often have limited 
influence on wage levels and wage changes. One response has been the formation of 
formal or informal social pacts, in which the government encourages wage restraint in 
exchange for changes in social programmes, taxes, or active labour market programmes 
(Avdagic et al. 2011). 

A more direct lever for policymakers is the statutory minimum wage. In the United 
States and the Netherlands, the inflation-adjusted value of the statutory minimum was 
allowed to fall steadily after the early 1980s (Gautie and Schmitt 2009). In France, by 
contrast, it has tended to keep pace with price increases. Some countries, such as the 
United Kingdom, Ireland, and Germany, introduced a statutory minimum wage during 
this period. 

The share of the working-age population employed in manufacturing jobs has de
creased steadily in nearly all rich democratic countries since around 1970, and that looks 
likely to continue. Services have been the source of new jobs. Many low-end service 
positions pay less than manufacturing jobs, but there are many high-end jobs in ser
vices as well-in business services, finance, and telecommunications, for example. Anne 
Wren, Mate Fodor, and Sotiria Theodoropoulou (2013) find that employment increases 
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in high-end services are particularly likely for services that are tradable across national 
borders, and high levels of general skills tend to increase a country's success in boosting 
high-end tradable service employment. High general skill levels tend to be achieved, 
they conclude, either through heavy public investment in schooling or relatively large 
wage premiums for high-end service jobs, which create incentives for private invest
ment in skill development. 

Non-Wage Labour Costs 

In some countries, payroll taxes have been quite heavy, leading to concern that this will 
price low-wage service jobs out of the market. In recent decades, governments have re
acted by shifting the tax burden away from payroll taxes, exempting certain jobs from 
such taxes, or providing a subsidy to employers to offset their impact. 

Employment Protection Regulations 

Employment protection regulations restrict employers' freedom to fire and hire, which 
may make employers reluctant to hire additional workers. Such regulations can be in
stituted by the government as legal rules or negotiated by unions and employers in 
collective bargaining. For regular ('permanent') employees, regulations govern the 
justification employers are required to provide for dismissal, approval they may be re
quired to secure from employee representatives, the length of notice they must give, the 
type and extent of compensation employees receive if dismissed, and the length of the 
trial period before employees are protected. For fixed-term ('temporary') employees, re
gulations limit the circumstances or tasks for which fixed-term contracts can be issued, 
the number of times or length of time a worker can be hired on such a contract, and the 
types of work for which temporary employment agencies can be utilized. Since the mid-
199os, most of the continental European and Nordic countries have reduced the stiff
ness of employment protection regulations, mainly by easing restrictions on fixed-term 
employment (Kenworthy 2008: chapter 6). 

Family-Friendly Policies 

In the countries that have experienced employment growth over the past half-century, 
much of it has been among women. Differences in female employment also account for 
a large portion of the cross-country variation in employment rates. Family-friendly pol
icies are commonly suggested to be a key contributor to growth of female employment 
(Kenworthy 2008, chapter 10; Steiber and Haas 2012; Blau and Kahn 2013; Thevenon 2013). 

One such policy is public provision or financing of childcare and pre-school ('early 
education'). Beginning in the 1960s, Denmark and Sweden introduced and then steadily 
expanded publicly funded childcare and pre-school provision. Today, most Swedish and 
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Danish parents can put their child in a public or licensed private early education centre 
from six months after birth up to kindergarten. The quality tends to be high, as teachers 
get training and pay comparable to elementary school teachers and teacher-student 
ratios are favourable. Parents pay a fee, but the cost is capped at less than 10 per cent of 
a household's income. In recent decades, a number of other affluent democratic nations 
have moved towards this model. 

Paid parental ( or family) leave can boost women's employment. If women know they 
can take a reasonably long break from work without losing their job and without for
going all of their earnings, more will choose to enter the labour market in the first place 
and more will return after having a child. Here, too, the Nordic countries have been at 
the forefront. Each of the four instituted a policy of paid maternity leave by the 1960s, 
and in the ensuing decades the length and financial generosity of these leaves have grad
ually been extended. On the other hand, paid leaves significantly longer than a year-as 
in Finland, and formerly in France, Germany, and Norway-may induce some women 
to make the leave permanent, reducing women's employment. 

For women with school-age children (age six and older), school hours and the avail
ability of extended-day or after-school services may affect employment opportunities 
and decisions. Care of elderly relatives is emerging as a significant barrier to employ
ment for some women (Osterman 2017). 

Human Capital 

In every rich democratic country, employment rates are positively correlated with edu
cational attainment: persons with a college degree have a higher employment rate than 
those with only a secondary degree, who in turn are more likely to be employed than 
those without a secondary degree (OECD 2017). This squares with the standard eco
nomic view that wages are determined by productivity, which in turn is a function of 
skills. A common strategy for increasing employment, then, is to improve educational 
attainment and/ or the quality of schooling. 

Policymakers have attempted to do this in a variety of ways: by subsidizing early edu
cation; improving elementary and secondary schooling via increased funding, greater 
centralization or decentralization of decision making, heightened teacher account
ability, school choice, and others; increasing opportunity for college attendance via re
duced charges and/ or increased access to loans. A variety of countries have also moved 
to improve opportunities for 'lifelong learning' via retraining, subsidies for return to 
schooling, access to online education, and more. 

Career Ladders 

Skills aren't the only key to upward mobility over the life course. Another helpful insti
tution is organized intra-firm and inter-firm careers-programmes that facilitate tran
sitions from low-skill, low-paying jobs in an industry into higher-skill, better-paying 
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ones (Fitzgerald 2006). In the US health-care sector, for example, career ladder pro
grammes provide training and classroom education at low cost and feasible schedules 
to help transitions from aide to nursing assistant to registered nurse. Many of these pro
grammes, in the United States and elsewhere, are small in scale. But interest in them 
appears to be on the rise. 

Is THE SHIFT TO EMPLOYMENT 

PROMOTION REAL? 

In the view of some, welfare states in affluent countries have been remarkably stable over 
the past several decades. This image stems from studies that note the lack of reduction 
in tax revenues or social expenditures in the face of globalization and related pressures, 
as well as from descriptions of continental welfare states as incapable of adaptation to 
new risks and fiscal realities (Scharpf and Schmidt 2000; Castles 2004). Drawing on this 
notion, a sceptical interpretation of the supposed turn towards employment promotion 
might suggest that what has actually happened is that the Anglo countries have cut some 
benefits, the continental nations have done nothing at all, and the major employment
friendly developments in the Nordic countries occurred mainly in the 1970s and 1980s. 

In fact, many of the rich nations have undergone fairly extensive changes in pol
icies related to activation (Auer 2000; Madsen 2002; Visser 2002; Vail 2004; Eichhorst 
et al. 2008; Eichhorst and Konle-Seidl 2008; Hemerijck 2013). This is partly a shift in 
mindset-from an orientation towards decommodification or passive support to the 
non-employed and encouragement oflabour market exit, to an orientation prioritizing 
paid work. Shifts in actual policies have been somewhat far-reaching as well, including 
in some countries, such as Germany, where they were least expected. 

COUNTRY SIMILARITIES AND DIFFERENCES 

Employment promotion strategies encompass a large number of policies and pro
grammes, which are combined in myriad ways. Arguably, there has been some con
vergence among affluent nations in policy strategies and in the use of particular policy 
tools to promote employment. Moreover, there is indication of convergence in admin
istration, with governments moving towards centralized goal setting with decentralized 
tactics and implementation (Eichhorst and Konle-Seidl 2008). Still, significant cross
country diversity remains, both in overall approach to employment promotion and in 
the specific policy strategies and programmes countries utilize (Hemerijck 2013, 2017). 

Typologies abound in the comparative welfare state literature, and some researchers 
have attempted to typologize employment promotion approaches (L0demel and 
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Trickey 2000; Van Berkel and Bornemann M0ller 2002; Barbier 2004). The challenge 
for typologies is to identify the dimensions on which to base the country groupings. In 
the early stages of typologizing, this decision typically is made on theoretical grounds. 
As data availability improves ( as more countries are scored on more components of the 
relevant policies or institutions), empirical techniques such as factor analysis and cluster 
analysis often take over. Employment promotion seems to have not yet reached this 
latter stage. 

DOES EMPLOYMENT PROMOTION WORK? 

Numerous comparative empirical studies have examined the effect of particular policies 
on employment. Many find a link between the two (Kenworthy 2008, 2015; Card et al. 
2018; Blau and Kahn 2013). 

Figure 34.1 shows employment rates in twenty OECD countries in 1989 and 2017. Both 
years are a decade after the previous business cycle peak, so the comparison is a rea
sonable one. The rates are shown for four groups. One is persons aged twenty-five to 
sixty-four. The other three are groups whose employment rates traditionally have been 
relatively low. Policymakers have thus been especially keen to try to raise them. These 
are prime-working-age (twenty-five to fifty-four) women, the young (twenty to twenty
four), and the near-elderly (fifty-five to sixty-four). 

In most countries, the overall employment rate, as well as the rate for women of prime 
working age, has increased, and in some the rise has been quite large. The only excep
tions are Sweden and Finland, both of which began and ended the period with compara
tively high employment rates. If we accept that there has been a genuine activation turn 
in policy, the over-time trends in employment support a conclusion that this shift has 
had an impact. Yet many other things contributed to rising employment rates, including 
changes in cultural norms and increases in female educational attainment (Hicks and 
Kenworthy 2008). Moreover, in some countries policy changes followed employment 
growth as much as they preceded it (Viebrock and Clasen 2009). It is thus difficult to 
know how much of the employment rise to attribute to policy shifts. 

For the young and the near-elderly, the picture is mixed. Employment rates for the 
young (aged twenty to twenty-four) decreased in nearly all nations. Employment rates 
for the near-elderly (aged fifty-five to sixty-four) moved in the opposite direction, in
creasing in every country. But in some they remain extremely low-below 30 per cent in 
France, Belgium, and Austria and below 40 per cent in Spain and Italy. Given that these 
two age groups have been particular targets of activation efforts, perhaps a conclusion of 
success ought to be tempered. 

One conclusion that seems clear from the comparative experience is that there 
is more than one route to rising employment and to a high employment rate. There 
may be elective affinities among certain activation policies, but countries as diverse as 
Sweden, Germany, Japan, and the United Kingdom have (at least as of 2017) secured 
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FIGURE 34.1 Employment rates, 1989 and 2017 

Source: OECD, https:/ /stats.oecd.org/index.aspx?queryid=54742. 
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Note: Employed persons in the relevant group as a share of all persons in the group. 1989 employment data are not 
available for Austria. First year for Switzerland is 1991, rather than 1989. 'Asl' = Australia; 'Aus'= Austria. 

comparatively high rates of employment with quite different sets of policies and 
institutions. 

Is THERE A JOBS-EQUALITY TRADE-OFF? 

Since the early 1990s, analysts and policymakers have worried that there is a sharp 
trade-off between high employment and low or modest inequality. A high wage floor 
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Note: In the first chart in each row, the vertical axis is the employment rate for persons aged 25-64 in 2017-In the second 
chart in each row, the vertical axis is change in the employment rate for persons aged 25-64 between 1989 and 2017, 
adjusted for starting level. Social programme expenditures: public social expenditures as a share of GDP, adjusted 
for the size of the elderly population and the unemployment rate. The adjustment is as follows: adjusted public social 
expenditures= public social expenditures+ (0.5 x (21.6 - (elderly population share+ unemployment rate)). Each 
percentage point of the elderly share and/or unemployment costs about 0.5 per cent of GDP and 21.6 is the average across 
all countries and years for the elderly share (14.2 per cent) plus the unemployment rate (7-4 per cent), averaged over 1980-
2015. Relative poverty: share of persons in households with an income (adjusted for household size) below 60 per cent of 
the country median, averaged over 1979-2016. 'As!'= Australia; 'Aus'= Austria. The lines are linear regression lines. 

and generous government benefits, in this view, reduce employer demand for workers 
at the low end of the labour market and reduce the incentive for benefit recipients to 
enter paid work (OECD 1994). A decade ago, the cross-country evidence suggested that 
egalitarian institutions and policies might indeed have some adverse impact on employ
ment, albeit not a large one (OECD 2006; Kenworthy 2008). 

A decade later, the picture suggests reason for greater optimism. The charts in the first 
row in Figure 34.2 show that countries with more generous public social programmes 
have tended to do as well as their less generous counterparts in achieving a high and 
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rising employment rate. The charts in the second row show that nations with lower rela
tive poverty rates also have tended to do no worse, and perhaps better, than those with 
higher poverty. 

It is worth noting in particular the employment performance of the United States. The 
United States has pursued a 'market liberal' approach to employment growth: a low wage 
floor, very limited labour market regulations, relatively stingy government benefits, 
comparatively low taxes, steady deregulation of product markets, and limited support 
for retraining, job placement, and work-family balance. Up to the turn of the century 
the 'great American jobs machine' was comparatively successful; the United States was 
among the rich world's leaders in raising its employment rate. But nearly two decades 
later, America's employment record looks quite mediocre. Part of that owes to the 2008-
09 Great Recession and its aftermath. But the problem began earlier. The period after the 
2001 recession featured feeble job growth, and by 2007, the peak year prior to the crisis, 
the US employment rate had not yet recovered to its 2000 level. A number of affluent na
tions with comparatively egalitarian policies and institutions have been more successful 
than the United States at achieving and maintaining a high employment rate. 

CONCLUSION 

As recently as the 1980s, it was sensible to predict that rich democratic nations were 
heading towards a future of less and less paid work. Today the picture looks quite dif
ferent. Employment promotion is widely embraced by policymakers, and most of these 
countries have higher employment rates. Given this turnaround, it is perhaps unwise 
to offer any predictions about whether the shift to employment promotion will persist. 
That is especially true given the possibility that advances in artificial intelligence may 
severely reduce the number of things we are willing to pay other humans to do. For the 
moment, however, there is no sign of a weakening of the commitment to high employ
ment. Its status as a central aim of welfare states looks secure. 
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