




oEconomic incentives are important
oFour attributes: Old age, sickness, childbirth, and youth.

oMost important margin for welfare!
oMore difficult, need a broader tool box (incentives, subsidized 

employment, employer contacts, wage structure, licensing barriers….) 

oWill AI change everything?





0
20

00
40

00
60

00
N

um
be

r o
f e

m
pl

oy
ed

0 2000 4000 6000
Size of labor force

Finland Sweden
Norway Denmark
Iceland Equality baseline

Note: Data for the Nordic countries 1972-2020. 
Source: OECD ALFS Summary Tables.

Employment (almost) equal to the labor force
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• Female labor force participation, large youth cohorts, immigration,…

• Higher count of unemployed with more workers in the LF.
• Higher unemployment rate if composition changes to low skilled workers
• Falling demand for closest substitutes?



1. Find the pockets of low participation

2. Figure out how to increase labor supply in those groups
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2. Figure out how to increase labor supply in those groups
oVaries across the groups (but economic incentives often work)



• Avoid early retirement for labor market reasons [2]

• Avoid early retirement for young workers [3]

• Child care cost subsidies serve as an “in-work tax credit”, but tax-transfer and 
leave-benefit design may be more important [4]
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• Are all increases in employment of equal value to society?

• Welfare gains from increasing employment in those groups that want to 
work but cannot find employment is likely to be particularly pronounced.

• How do we find jobs for workers who appear to lack demanded skills?
• Not enough to increase incentives
• Fewer policy tools on the labor demand side (employers do whatever 

they want…)



• Employment subsidies, active case-workers, activation schemes,…
• Complement generous benefits with mandatory programs

• In active labor market programs, in vocational education,…
• Particularly important in bad times, for workers with poor formal skills

• High starting wages may not crowd out much employment, but alter the 
demand for labor away from the least skilled.



o the claim has been made before, without much validity
ono signs of labor market upheaval in the Nordics, despite rapid decline in 

technology-sensitive jobs.
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