
Chapter 2 

UNEMPLOYMENT AND INEQUALITY 

Europe is entering an upswing with unemployment rates slowly 

approaching their pre-crisis levels. The unemployment is down at 7.7% in the 

European Union and at the current speed of reductions it will take 6 quarters in 

the European Union and 7.5 quarters in the Euro Zone to reach their 2007Q3 

unemployment level. 

However, the improvement of the overall employment numbers has not been 

extended to all countries and all social groups and are not followed by improve

ments in terms of job quality, income equality and poverty reduction (however, 

wage moderation caused by nominal adjustment casts doubts over the quality 

of jobs, see Chapter 1 ). The high unemployment rates during the crisis might 

have increased the competition for jobs and worsened the bargaining power of 

workers while the political interventions by the Troika in some countries have 

also increased inequality. In this way, the recovery of employment rates might 

have come at the expense of deteriorating working conditions and labour 

market inclusion. In addition, production technologies and international trade 

relations have shifted in a way which disproportionally advantage holders of 

physical capital and long educations. Overall, inequalities along a number of 

different dimensions have increased during the crisis. 

The advancing upswing provides a long-awaited possibility of resolving the 

current social imbalances and inequalities-and, at the same time, to prepare 

Europe for possible economic and political shocks. This requires that we use the 

upswing wisely-to improve our taxation, strengthen the opportunities of 

middle-income earners, and improve social security and active labour market 

programs. In more general terms, economic policies should not just pursue 

high GDP growth rates but focus on increasing people's well-being in a fair and 

sustainable way. 

To foster an economic policy that focus on high and sustainable well-being we 

have previously proposed the following goals as the main targets for economic 
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