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Executive summary

The WelLaR project, funded under the Horizon Europe programme, investigates the impact of four
megatrends—digitalisation, globalisation, climate change, and demographic shifts—on labour markets
and welfare states in Europe. This report aims to enhance understanding of these trends' individual and
combined effects on the labour market and welfare state, and to develop policy proposals that promote

equitable economic growth and opportunities for all.

The report begins by examining the transformations of EU labour markets and welfare systems driven by
globalisation, demographic changes, digital transition, and green transition. Globalisation, now in its phase
known as Globalisation 4.0, integrates advanced technologies like artificial intelligence and blockchain,
reshaping global interactions and presenting challenges such as data security and economic disparities.
Demographic changes, notably an ageing population and declining fertility rates, pose challenges for
labour markets and social protection systems, but also offer opportunities through the expansion of the
'silver economy' and increased demand for healthcare and wellness services. The digital transition is
transforming work landscapes, requiring new skills and creating both opportunities and challenges for
workers. The green transition, driven by the EU's goal of becoming climate-neutral by 2050, impacts
labour markets by creating 'green jobs' while displacing jobs in certain sectors, necessitating

comprehensive policy measures to address these changes.

Key cross-cutting issues for inclusive and sustainable transitions are discussed, including improving job
quality, tackling in-work poverty, and addressing the needs of marginalised socio-economic groups. The
report highlights the importance of job quality in achieving full employment and sustainable economic
growth, noting that poor job quality remains a significant challenge in the EU. Social dialogue and
collective bargaining are crucial for improving job quality and protecting workers' rights. Addressing in-
work poverty is also essential for reducing inequalities and fostering a resilient and inclusive economy,
with targeted policies needed to support vulnerable individuals such as women, migrants, and low-skilled

workers for instance.

The report outlines key policy pathways to support workers through the twin transitions. Active Labour
Market Policies aim to enhance employment opportunities and support employment transitions, while
lifelong learning initiatives promote continuous skill development. Digital skills development is essential
for personal and professional growth, with training programmes focusing on various aspects of digital
literacy. Family policies, including affordable childcare and eldercare, support workforce participation

and promote gender equality. Sharing working time through models like the four-day work week can

www.projectwelar.eu Page O 4



Building resilient and inclusive labour markets in Europe: unpacking policy synergies and challenges Welalt

enhance work-life balance and productivity. Inclusive workplace practices, such as diversity and inclusion
training, mentoring programs, and workplace accessibility audits, are vital for fostering a supportive work

environment.

The report also identifies synergies between various policies, emphasizing the importance of a
comprehensive and integrated approach to policymaking. The twin transitions of digital and green policies
are seen as a 'meta-synergy’, with digital technologies facilitating environmental objectives and the green
transition transforming the digital sector. However, potential conflicts and challenges are acknowledged,
such as the increased energy consumption and the need for substantial investments. Policymakers are
urged to prioritise inclusive strategies to ensure equitable access to the benefits of these transitions for all

the Europeans.

Conclusive remarks highlight the need for voluntary opted flexibility options, continuous training, and
proactive efforts to include all individuals. Addressing discrimination and promoting gender equality are
essential for creating diverse and competitive workplaces and societies. Work-life balance, continuous
learning, and digital skills training are crucial in the context of green and digital transitions. Funding these
initiatives requires a shift in perspective, viewing social policies (also) as productive economic
investments. Job quality, strong public services, and comprehensive social protection are foundational
elements of a resilient society. In this perspective, policies should be integrated rather than isolated,
connecting economic, fiscal, employment, social, environmental, digital, and territorial policies, while

including targeted measures for disadvantaged groups when needed.

Considering evolving economic paradigms, it is necessary to redefine the ‘European Social Model’ through
a new EU Social Pact. This initiative aims to build consensus and legitimacy for necessary policy reforms,
highlighting the importance of social dialogue and collective bargaining. Moreover, it underscores the
need for active collaboration with civil society and citizens to ensure the legitimacy of efforts towards a

smooth transition to an inclusive, green, and prosperous future for EU citizens and companies.
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Introduction

This deliverable! is part of the research conducted within an interdisciplinary European project titled
Welfare Systems and Labour Market Policies for Economic and Social Resilience in Europe (WeLaR),
which examines the impact of four megatrends—digitalisation, globalisation, climate change, and
demographic shifts—on labour markets and welfare states in the European Union (EU). The objective is
to enhance understanding of these trends' individual and combined effects on the labour market and

welfare state, and to develop policy proposals that promote equitable economic growth and opportunities

for all.

This policy report consolidates information from various sources, beginning with the comprehensive
literature review conducted in Deliverable 2.1 of the project. Additionally, it incorporates insights and
references from the research reports produced by the project, along with the policy briefs from work
packages 3 to 6. This synthesis is further enhanced by our own desktop research and literature review.

The report is structured as follows:

Section 1 examines the observed and anticipated impacts of major transitions on labour markets and the
challenges these present for social protection and the future welfare of European workers and citizens. It

covers globalisation, demographic changes, digital transition, and green transition.

Section 2 discusses improving job quality, tackling in-work poverty, and addressing the needs of
marginalised socio-economic groups. It highlights the importance of job quality, social dialogue, and
collective bargaining in achieving full employment and sustainable economic growth. This section
underscores the necessity of addressing these cross-cutting issues to ensure that the transformations

discussed in Section 1 lead to inclusive and sustainable outcomes.

Section 3 outlines policies to support workers through these transitions, including Active Labour Market
Policies (ALMPs), lifelong learning initiatives, digital skills development, family policies, sharing working
time, and inclusive workplace practices. This section provides targeted strategies to navigate the changes

highlighted in Sections 1 and 2.

! The authors of this report extend their sincere and grateful appreciation to Karolien Lenaerts, Mikkel Barslund and
Laurene Thil from HIVA-KU Leuven, Ursula Holtgrewe from ZSI, as well as their colleagues from OSE, Ilda Durri

and Slavina Spasova, for their invaluable and pertinent comments.
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Section 4 identifies potential synergies between various policies and emphasizes the importance of a
comprehensive and integrated approach to policymaking. It discusses the twin transitions of digital and
green policies as a 'meta-synergy'? and highlights the need for inclusive strategies to ensure equitable
access to the benefits of these transitions. The synergies outlined here are important for creating future-

proof resilient labour markets and workforces.

Section 5 summarises the key findings of the report, emphasizing the need for flexible retirement options,
continuous training, proactive efforts to include all individuals in the workforce, addressing
discrimination, promoting gender equality, work-life balance, continuous learning, and digital skills
training. It also highlights the importance of viewing social policies as economic investments and
integrating policies across various domains. These conclusive remarks tie together the insights from

Sections 1 to 4, providing a coherent overview of the necessary steps for future welfare.

Section 6 provides specific recommendations for building resilient and inclusive labour markets,
enhancing learning and skills, including the territorial dimension, fostering resilient and strong public
services and social protection systems while ensuring their sustainable financing. It concludes with
recommendations aimed at promoting and enhancing social dialogue. These recommendations seek to
create resilient workforces and labour markets that are prepared for future challenges, supporting
individuals through the disruptive transitions that our societies are experiencing. This final section offers
actionable steps based on the discussions in the previous sections, ensuring a comprehensive approach to

policy development.

1. Navigating megatrends: transformations of EU labour markets and welfare

This section aims to comprehensively examine the observed and anticipated impacts of major transitions
on labour markets, as well as the challenges these present for social protection and the future welfare of

European workers and citizens.

1.1. Globalisation

The digital and green transitions within the EU and its Member States are taking place in the context of

economic globalisation, which has evolved into a new phase, known as Globalisation 4.0, integrating

2 In the report, the term 'meta-synergy' refers to the potential created by integrating digital innovation with

ecological sustainability policies.

www.projectwelar.eu Page O 7



Building resilient and inclusive labour markets in Europe: unpacking policy synergies and challenges Welalt

technologies of the Fourth Industrial Revolution, such as artificial intelligence, the Internet of Things, and
blockchain. Unlike earlier phases that emphasised trade and investment, this phase prioritises digital
connectivity and technological innovation. However, it also presents significant challenges in terms of

data security, privacy, and managing economic disparities (Schwab, 2018).

This transformation is reshaping the interactions between businesses and governments globally through
the application of advanced technologies. The various waves of economic globalisation have profoundly
transformed the EU, bringing both benefits and challenges. Globalisation has boosted growth and jobs
through increased trade and investment and access to new markets for European companies.? It has also

significantly transformed consumption modes and patterns.

This economic opening has however led to relocations and job losses in sectors requiring low
qualifications, such as textiles and metallurgy, during the deindustrialisation phase of the EU in the
previous century. More recently, similar effects have been observed due to the process of decarbonisation

of the economy as part of the ecological transition.

Globalisation has triggered economic and territorial disparities within the EU, affecting regions differently
based on how they benefit from the globalisation process (Janc¢ova et al., 2024). Globalisation has also
increased wage pressure and polarisation in the EU.# A WeLaR paper highlights also that offshoring (the
international outsourcing of production stages) is a significant driver of the expansion of atypical

employment in the EU, particularly in the service sector (Leitner et al., 2024).

3 According to a study of the Joint Research Centre, in 2019, around 38 million jobs were occupied directly or
indirectly in sectors producing goods and services exported to non-EU countries, accounting for approximately one

fifth of EU jobs. This share has been growing constantly since 2000 (+75%) (Rueda Cantuche et al., 2021).

* A study by Jestl et al. (2022) shows that immigration, trade, and foreign direct investment (FDI) exert varying
impacts across the wage distribution, with the most pronounced effects observed at its centre, highlighting the
significant wage polarisation induced by globalisation. Additionally, for trade and FDI, they observe occasional
inequality-reducing effects that are most prominent at the upper end of the wage distribution. The study highlights
also a geographical polarisation within the EU regarding the relative contributions of various factors. In the ‘old” EU
Member States, immigration and foreign direct investment (FDI) significantly contribute to wage inequality,
whereas trade is the primary driver of wage inequality in the ‘new’ EU Member States. Notably, the increase in wage
inequality due to immigration is most pronounced and consistent among Southern EU Member States (Jestl et al.,

2022).
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Additionally, globalisation has shaped intensified migratory flows. Socially, globalisation has enhanced
European societies, and workplaces, with cultural diversity and intercultural exchanges. Nonetheless, it
has also presented challenges in relation to social cohesion and the integration of migrants. Migration
flows have occasionally exerted pressure on public services and generated social tensions (Brady, 2024;
Pusterla Piccin, 2024). Migrants often work in occupations with labour shortages or seasonal periodicity,
where they experience lower job quality and higher rates of temporary contracts. Institutions in European
countries impact the participation of certain migrant groups in the labour market. For example, asylum
seekers tend to exhibit much lower participation rates (Lange et al., 2024). Restrictive migration policies
and/or rigid legislation on worker protection can increase their marginalisation, while in developed social

protection systems it could result from an increased competition for resources (King, 2022).

1.2. Demographic changes

The European Union is experiencing a significant demographic shift characterised by a constant decline
in fertility rates and an ageing population.> This demographic trend, particularly the shrinking of the
working-age population, poses pressing challenges for the functioning of labour markets and social
protection systems, especially in pension systems, healthcare and long-term care needs (Lewandowski et
al., 2024; European Commission, 2024a). The aging population brings both opportunities and challenges

that need to be addressed through comprehensive policy measures.

The aging of population provides significant economic returns and job prospects through the expansion of
the so-called ‘silver economy’, which focuses on economic activities related to the production of dedicated
products and services.® Aging of population is also expected to lead to an increased job demand in the
sectors related to healthcare, care and wellness of the elderly, as well as in the sectors of education and
training (Barslund and Lenaerts, 2025, Harasty and Ostermeir, 2025). High migration flows can mitigate

but not fully offset the effects of population aging and weak demographic growth as migrants often face

> The latest data from Eurostat indicates that the total fertility rate in the European Union reached a historic low of
1.38 live births per woman in 2023. The median age in the EU has increased by 2.2 years since 2014, reaching 44.4
years in 2024. Life expectancy in the EU has risen to 81.4 years, surpassing pre-COVID levels. The EU averages can

conceal notable disparities among Member States (Eurostat: Database - Population and demography - Eurostat).

® A 2018 European Commission study projects that by 2025, the silver economy will contribute about 32% of the
EU's GDP and employ around 88 million workers, making up 38% of the EU's employment (European Commission,

2018a).
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challenges such as language barriers, recognition of own qualifications, and social integration difficulties.
There can be a mismatch between immigrants' skills and employers’ needs. Even high levels of migration
will have limited impact if migrants' skills don't align with job market demands (Potanc¢okova et al., 2023).
The idea that immigration could mitigate the negative effects of an aging population in the EU might not
hold true if the green and digital transitions lead to a reduced demand for labour and shifts towards skills
that are scarce among migrants from less developed countries. Whether the labour supply from migration
will meet future demand in destination countries is a question that current medium- to long-term

demographic forecasts do not address (Natale et al., 2018; Lutz et al., 2018).

1.3. Digital transition

The digital transition aims to update and enhance operations through the application of technologies such
as artificial intelligence, cloud computing, the Internet of Things, blockchain, augmented reality and
virtual reality (Albanesi et al., 2023; Hotte et al., 2023). For the companies, this typically includes
redesigning business models, operational processes, and customer interactions to utilise modern
technologies and maintain competitiveness in a dynamic globalised environment (OECD, 2021a). The
digital transition provides new opportunities in tech-related jobs, digital services, e-commerce, platform
economy but also influence work organisation arrangements in companies, for instance through the

spread of remote work options (Eurofound, 2018).

The digital transition is also transforming the work landscape for workers. With advancements in
technology, workers are required to develop new skills, including digital literacy. Job roles are being
redefined, combining automated routine tasks with new responsibilities that require human creativity and
critical thinking (Cedefop, 2022a). This shift provides opportunities for flexible work arrangements and
new career paths but also brings challenges such as job insecurity, potential work-life imbalance, and the
need for continuous learning. The effects of digitalisation on workers vary by industry and job type, but
universally, it requires adaptability and resilience from the workforce as they handle these changes in the

modern workplace (Eurofound, 2021a).

The spreading of digital platform economy has opened new job opportunities for different types of
workers. A first group, the ‘tech-workers’, gathers white-collar workers, mainly in big-tech companies
(GAFAs), tasked with the development, maintenance or distribution of digital platform infrastructure,
machine learning systems and data collection (software development, cybersecurity, data analysis, digital
marketing, product designers, etc.). They occupy positions requiring advanced digital skills and offering

higher wages and flexibility (Niebler, 2025).
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On the other hand, the platform economy has facilitated the rise and growth of a more precarious
workforce. These workers are essential to the functioning of the platform economy, ensuring its seamless
operation, yet they are often engaged in occupations characterised by low quality job patterns. These
workers are engaged in low or medium skilled tasks outsourced by digital platforms, including
transportation, logistics, customer services (such as call centres), or data annotation necessary for
algorithms operated by global leaders in AI. They typically hold positions characterised by low skill

requirements, low job quality, and low earnings, often working as freelancers (Simon, 2024).

Platform work is frequently characterised by a great amount of control exercised by the digital labour
platforms over the performance of work, something which points out to the existence of an employment
relationship (De Stefano et al., 2021). As a result, platform workers miss out on basic labour protections,
such as minimum wage, working time, fundamental labour rights, or access to social protection (Durri,
2025). The work-life balance of these workers might be compromised by the unpredictable nature of their
working hours, sometimes with a very short (e.g. microtasks) or long duration, and the frequent and
unpaid stand-by time situations they experience (Pulignano et al., 2021). On top of this, platform workers
might be subject to the unilateral and opaque decisions taken by their algorithmic bosses, something which
can adversely affect their job prospect and well-being (Aloisi and De Stefano, 2022). The EU has taken
steps forward and adopted a directive on improving working conditions in platform work (PWD). The
directive provides crucial safeguards for all persons performing platform work, ensuring the correct
determination of their employment status, transparency of algorithmic management decision-making, a

full ban on automated decisions, and more transparency in platform work per se (Durri et al., 2025).

The digitalisation of work has significantly transformed work organisation patterns, particularly with the
increase in remote work and teleworking. This shift became widespread during the COVID-19 pandemic
when businesses were compelled to quickly implement digital tools and technologies, thereby allowing
employees to work from home on an unprecedented scale and introducing new norms such as hybrid
work models, which combine remote and office-based work (Eurofound, 2023a). The incidence of
teleworking varies considerably among EU countries, ranging from 2,8% in Bulgaria to 51,9% in the

Netherlands.” There is also a marked diversity between European regions in the incidence of telework,

7 According to Eurostat, in 2023 approximately 22.1% of employed individuals work from home—13.3% do so

occasionally, while 8.9% usually work from home. There is a marked increase from 2018, with respective rises of
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depending on territorial economic policies and urban/rural circumstances (Kapitsinis, 2025; Ozgiizel et al.,
2023). These changes have significantly altered workplace dynamics by improving flexibility, reducing
commuting time and accidents at work, and enhancing work-life balance for some workers. Teleworking
can influence inequalities based on social norms and managerial culture, affecting work-life balance,
salaries and careers. For instance, the gender wage gap is accentuated due to men receiving greater benefits
from the "teleworking bonus" compared to women (Touzet, 2023). Additionally, the adoption of hybrid
work practices has introduced a difference among employees, separating those whose roles can be
performed remotely from those whose positions necessitate on-site presence (Eurofound, 2023b). The
expansion of remote work has also introduced additional challenges for workers like increased pressure to
always remain available, blurred boundaries between personal and professional life, and greater worker
isolation (EU-OSHA, 2024a; Countouris et al., 2023, Eurofound, 2022). Furthermore, the use of digital
technologies has intensified workloads and created more unpredictable work rhythms, affecting mental
health of teleworkers (EU-OSHA, 2024b; Hauret and Martin, 2024). Overall, remote work represents a
transformative shift in employment structures which is here to stay, reshaping how tasks are performed
and coordinated in the workplace (Eurofound, 2023a). The European Commission launched in 2024 the
first stage of consultations on the possible direction of EU action around fair telework and the right to

disconnect.

Artificial intelligence (AI) is undoubtedly the most disruptive ‘game-changing’ technology, expected to
reshape employment by displacing specific tasks, especially in low-skill and low-wage positions, rather
than entire job roles, at least in its current stage of development® (European Commission, 2024b, Ponce
del Castillo, 2024). Generative Al tools have impacted work by altering job requirements and pay
structures. Al can enhance productivity and create new job opportunities in tech-related fields but also

poses a risk of job displacement, particularly for low-skilled occupations (Albanesi et al., 2023; OECD,

62.5%, 71.2%, and 58.3%. Overall, there are no significant gender differences in these statistics; however, variations

may occur depending on sectors and occupations (Eurostat-indicators lfsa_ehomp).

8 Artificial Intelligence is categorised into three main types based on capabilities. Narrow Al is designed for specific
tasks and aids humans in their work, currently being the most common type in use (e.g., ChatGPT, software of facial
recognition). The next stage of Al, Artificial General Intelligence, is theoretical and aims to replicate human-level
intelligence across various domains, potentially impacting high-skilled workers due to substitution. The final stage,
Artificial Superintelligence, is hypothetical and controversial, proposing intelligence surpassing humans in all aspects

(European Commission, 2024i).
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2023b). In the short term, AI complements workers but reduces the demand for routine tasks. However,
over the medium to long term, generative Al has the potential to impact even high-skilled workers and
non-routine jobs, given its growing ability to handle complex and non-routine cognitive tasks that were
once considered exclusive to human expertise® (Simons et al., 2024). Al is anticipated to primarily augment
jobs rather than fully automate them, as it allows workers to be freed from repetitive routine tasks and

dedicate more time for more gratifying tasks and responsibilities (Simons et al., 2024).

Al can have detrimental effects on job quality. Al can help reduce monotonous or hazardous tasks, but it
may also result in a more fast-paced work environment for employees. When Al is used to assist managers,
it can affect the job quality of their subordinates. Managers may rely on Al for decision-making, which
can reduce the autonomy and decision-making opportunities for their team members, leading to a decrease
in job satisfaction and engagement among employees. Furthermore, the implementation of Al impacts
workplace inclusiveness and fairness, which has significant implications for overall job quality (Green et

al., 2023).

The quality of Al-generated employment opportunities depends on the institutional and social factors in
individual EU Member States. Member States with low labour market segregation and strong collective
bargaining are more likely to benefit from Al in creating better jobs (Ponce Del Castillo, 2024; Eurofound,
2020a). AI can reduce dangerous working conditions, develop specialist skills, and improve job
accessibility, but it also poses physical and psychosocial risks. AI can monitor and manage employees,
reduce bias, and identify skill needs. However, if trained on biased data, AI may perpetuate existing biases
in hiring, increase stress-related psychological risks, and lead to unauthorised gathering of personal data
by managers for evaluating workers' labour. It is important that Al technologies be free from bias, comply
with ethical standards, and preserve human oversight in final decision-making. Social dialogue, at all
levels, must play a central role in the definition and implementation of artificial intelligence in the field

of work (ETUC, 2025; Ponce Del Castillo and Mole, 2024; Dalvit et al., 2023; Bird et al., 2020).

® Approximately 5.5% of the EU employment faces potential automation effects. Clerical work is most vulnerable,
with 24% of tasks highly automatable and 58% moderately exposed. Other professions have significantly lower
susceptibility to automation. It is important to note that women are more than twice as likely to be impacted by

automation compared to men (Simons et al., 2024).
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1.4. Green transition

Europe's goal of becoming the world's first climate-neutral continent by 2050 is mandated by the binding
European Union climate legislation.!® The EU establishes extensive binding climate targets that impact all
significant economic sectors, encompassing: (7) sector-specific emissions reduction targets; (7z) initiatives
to enhance carbon sequestration; (7i7) a revised emissions trading system that caps emissions, assigns costs
to pollution, and funds green transition investments; (7v) social support mechanisms for citizens and small
enterprises. Member States must allocate all emissions trading revenues to climate, energy projects, and
the social dimensions of the transition. Achieving this goal is seen as essential for ensuring a sustainable
future, necessitating a comprehensive reassessment and transformation of the current economic model as
well as the functioning of our societies regarding consumption patterns, travel and mobility, and overall

individual and collective behaviour.

In 2019, the European Green Deal !' has delineated the structural paradigm for this profound
metamorphosis of European economies and societies. In 2021, the Fit for 55 package, a set of legislative
proposals, was introduced within the European Green Deal, with a view to achieving the intermediate
2030 climate target. This package contains various measures aimed at different sectors to facilitate the
transition to a climate-neutral economy and align EU policies with climate goals. The package includes a
Social Climate Fund (SCF) to assist vulnerable households, micro-enterprises, and transport users in this
transition. !> Another key tool for addressing the unequal social and economic effects of the green

transition is the Just Transition Mechanism (JTM) and associated funding in the context of the EU

10 Regulation (EU) 2021/1119 of the European Parliament and of the Council on European Climate Law.

I Communication from the Commission to the European Parliament, the European Council, the Council, the
European Economic and Social Committee and the Committee of the Regions: The European Green Deal

(COM/2019/640 final).

12 The Social Climate Fund (SCF) aims to mitigate the social and economic impacts of the new emissions trading
system (ETS2) for buildings and road transport. It provides funding to EU Member States to support vulnerable
groups during the green transition. Target groups include households experiencing energy poverty, micro-
enterprises needing resources to renovate buildings or switch to sustainable transport, and transport users facing
transport poverty due to the inability to afford zero- and low-emission vehicles or alternative modes of transport.

The ECF is expected to provide at least EUR 86.7 billion of public fundings over the 2026-2032 period.
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Cohesion Policy.!® Already announced in the 2019 European Green Deal Communication, the objective
of the JTM is to support the regions, industries and workers most negatively affected by the transition to

climate neutrality.

The green transition affects the labour markets within the EU in various ways, including both positive
and negative impacts (Boehm and Kliffling, 2024). It creates ‘green jobs’'4 in activities that mitigate
environmental impact and are typically associated with technological advancements or innovations:
renewable energy, energy efficiency retrofitting, waste recovery, sustainable agriculture, green
construction, and infrastructure maintenance. However, the green transition also results in the
displacement of jobs within certain sectors (e.g., coal, oil, agriculture, transport, chemical plants, polluting
industries). This displacement of 'brown jobs'!> can deepen regional and sectoral disparities and

inequalities (Vandeplas et al., 2022; OECD, 2023a). Though the aggregate impact on employment is

13 The Just Transition Mechanism consists of three components. The Just Transition Fund is available in the period
2021-2027 and it assists regions most impacted by supporting projects that facilitate the transition of workers from
the carbon sector and diversify the economy to create new jobs. The InvestEU "Just Transition" Scheme offers a
budgetary guarantee for securing financing loans under the InvestEU programme. The Public Sector Loan Facility
Combination of Grants and Loans is allocated to fund projects from public sector entities and private sector entities
with a public service mission in the affected regions. It merges grants from the EU budget with loans from the

European Investment Bank.

14 ‘Green jobs’ are those that directly mitigate environmental impact and are typically associated with technological
advancements or innovations. In 2021, these roles constituted a limited segment of overall employment, representing
approximately 2.5%, which equates to around 5.2 million full-time equivalent positions. This sector includes
professions in renewable energy, energy efficiency, and waste management, all of which are essential for reducing
environmental impact and fostering technological progress. Additionally, this field offers roles in research and

development, with a particular emphasis on cleantech innovation (Vandeplas et al., 2022).

15 ‘Brown jobs’ denote employment within sectors such as mining, agriculture, and industries marked by elevated
levels of pollution. These occupations are projected to face significant reductions or potential elimination. Despite
their relatively minor proportion in the overall employment landscape, the repercussions are anticipated to be
pronounced within specific sectors and regions. Within the European Union, the coal-based power sector accounts
for approximately 0.15% of total employment. Conversely, the automotive sector, which heavily relies on
combustion engines, comprises over 5% of total EU employment, encompassing more than 14 million positions. A
substantial number of jobs at risk within this sector may be preserved through internal professional retraining

programmes associated with the advancement of electric vehicle technologies (Vandeplas et al., 2022).
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projected to be minimal, significant structural transformations are expected across various sectors,
enterprises, occupations, and geographic regions. The outcomes will vary depending on the socio-
economic conditions in each region (Boehm and Kliffling, 2024; European Environment Agency, 2024).
An OECD study on green and brown jobs at local levels highlights that the green transition could deepen

social divides within regions and have differentiated consequences at local level'* (OECD, 2023a).

In addition to their implications for employment, it is important to consider the distributional impacts of
climate policies, particularly about the allocation of their costs and benefits across diverse demographic
cohorts. Vona (2023) shows that the distributional effects of standalone climate policies tend to be
regressive in terms of income, potentially imposing a greater burden on lower-income households.!” In
the framework of the WeLaR project, Antosiewicz et al. (2025) analyse the economic and social impacts
of carbon pricing mechanisms within the EU (ETS1), showing that achieving the EU’s climate policy
targets through emissions trading is feasible at the aggregate level, but that the distributional effects are
significant, notably for low-income households. Another paper of the project demonstrates that discarding
fossil fuel subsidies and implementing local energy pricing that accounts for pollution costs could generate

welfare gains of almost 4% on average for most countries. This will enable countries to exceed their

16 The study points to a strong gender imbalance in the outcomes of the green transition, with women under-
represented in green-task jobs and men over-represented in polluting jobs that are at risk of disappearing. At local
level, the green transition will affect industries differently regarding the reallocation of workers across industries,
and in an uneven manner among regions. For instance, in manufacturing, the relocation effect is driven by the

industry being dominated by green-task jobs in some regions and by polluting jobs in others (OECD, 2023a).

17 These households often allocate a larger portion of their earnings to energy expenses, meaning increases in energy
costs due to such policies disproportionately affect them. On the other hand, the non-monetary benefits of climate
policies, such as improved air quality and better health outcomes, generally provide significant advantages to lower-
income households, particularly in the short to medium term. These households frequently reside in areas more
severely impacted by pollution; thus, they experience more substantial relative improvements in their quality of life.
Over time, non-monetary initial advantages can decrease due to increasing energy prices and related expenses. This
may impact lower-income households more because they allot a larger portion of their income to energy and
necessities. Furthermore, the initial benefits of lump-sum transfers may decrease over time if they do not adjust
according to price changes, possibly resulting in these transfers being insufficient to offset higher costs and impacting

the policy's effectiveness (Vona, 2023).
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individual climate targets, providing robust incentives for independent action while simultaneously

advancing global environmental objectives (Kalmey and Rausch, 2025).

The acceptance of climate policies is influenced — among other things — by public perception and the
proposed redistributive mechanisms. These redistributive strategies are important in gaining citizen
support for initiatives aimed at addressing the impacts of climate change (Matti et al., 2023). Studies stress
that the measures implemented by the corrective arms of the Green Deal (JTF and SCF) should be
systematically aligned with the integration of just transition principles through a comprehensive, cross-
sectoral, and coherent approach within EU policies (Sabato and Vanhille, 2024; European Economic and

Social Committee, 2023a; Vona , 2023; Akgiic et al., 2022; Markkanen and Anger-Kraavi, 2019).

2. Cross-cutting issues for sustainable and inclusive transitions

This section addresses overarching issues essential for effective policymaking aimed at fostering resilient
and inclusive labour forces and labour markets. Such strategies should encompass the promotion of quality
job creation and the elimination of in-work poverty. Additionally, it is imperative to consider the needs
of specific groups facing marginalisation in the labour market, including those affected by gender
inequality, discrimination, and individual characteristics such as migrant status, age, or educational and

skills attainment.

Within the European framework, developing and implementing the policy reforms needed for transitions
that are just and sustainable for European labour markets and workers is not only an economic innovation
challenge but also a process deeply rooted in the social rights of individuals. Essential cross-cutting issues
related to citizens and workers’ rights must be integrated in the perspective, such as equal opportunities
and non-discrimination, social protection and social inclusion in the broader acceptance of the concept.
These matters transcend individual sectors and affect various facets of economic and social life, particularly

the shaping and functioning of labour markets.

The European Pillar of Social Rights (EPSR) provides a foundational framework for integrating social
considerations and rights into the structural reform agendas of EU Member States. Its principles guide the
EU’s economic governance through the European Semester, aiming to ensure that social priorities are
considered alongside fiscal stability and economic policies (Hacker, 2023; Claeys et al., 2019; Garben,
2019). The EPSR seeks to promote upward convergence in social outcomes across the EU, influencing
national policies in areas such as employment, education, and social protection to foster a more inclusive

and equitable society.
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2.1. Improving job quality while tackling in-work poverty

Improving and ensuring job quality is fundamental to the EU's strategies for achieving full employment
and facing the challenges raised by the megatrends to establish a sustainable, green, and inclusive
economic model. Job quality is a complex and multifaceted concept, encompassing intrinsic aspects of
work and extrinsic aspects related to employment status and related rights.!® While always present in the
EU rhetoric since decades, the issue of job quality has frequently been eclipsed by economic priorities and
the emphasis on increasing job numbers rather than improving job quality (Piasna et al., 2018).
Nevertheless, the EU's commitment to creating more and better jobs is still reflected in its strategies, from
the 2001 Lisbon Strategy to the European Pillar of Social Rights (EPSR) and the forthcoming Quality Job
Roadmap initiative. The persistence of the ‘better jobs” aim, despite the weak accomplishments observed
(Piasna, 2024), highlights the paramount importance that should be given to job quality in achieving social

and economic progress in an eco-social economy context.

Job quality not only a question of productivity or costs but also a matter of individual rights of EU citizens
and workers. Most of the principles included in the EPSR are related to the multiple facets of job quality,
as illustrated by the titles of the three chapters of the EPSR (Equal opportunities and access to the labour
market; Fair working conditions; Social protection and inclusion) and the 20 principles included.
However, the persistence of poor job quality in the EU poses a significant challenge to these goals!® (Causa

et al., 2025; Piasna, 2024; Eurofound, 2021b).

18 Intrinsic aspects of work include: earnings, working conditions, health and safety, pace of work, autonomy, etc.
Extrinsic aspects related to employment status and related rights include: working time and duration, unsocial hours,

work-life balance, job security and prospects, social protection, social dialogue (Eurofound, 2022; Cazes et al., 2015).

19 A study covering the 2000-2020 period for the EU, shows that despite improvements in job security, skill
development, workplace social relations, and health and safety standards, challenges such as earnings disparities,
precarious employment, long working hours, high job demands, and sector-specific risks persist (Eurofound, 2021b).
A recent OECD study examined the relationship between job quality and sectors experiencing high labour shortages
such as healthcare, transportation and storage, accommodation and food, and construction. The paper notes that
despite these shortages, there have been limited real wage improvements in these sectors. It suggests that policy
interventions should focus on improving job quality, supporting efficient labour market reallocation, and addressing

regional disparities in shortages (Causa et al., 2025).
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Moreover, social dialogue and collective bargaining play a crucial role in improving job quality.
Unionisation and employee involvement can lead to better working conditions, fair wages, and job
security, which are essential for a motivated and productive workforce. The twin transitions of
digitalisation and the green economy require a collaborative approach between employers, employees,
and policymakers to ensure that the benefits of these transitions are widely shared and that workers are

protected from potential negative impacts (Bednorz et al. 2022).

Addressing in-work poverty (IWP) is equally necessary for achieving sustainable, green, and inclusive
growth in the EU. In 2023, the EU's IWP rate was 8.3%, affecting about 19 million people, according to
Eurostat. This means that around one in ten workers in the EU lived in a household whose equivalised
disposable income is below the poverty line, despite participating to employment. Atypical workers, single
parents, migrants and households with low work intensity are particularly exposed to IWP (Barbieri et
al., 2024; Pefia-Casas et al., 2019; Nieuwenhuis and Maldonado, 2017; Eurofound, 2017). In-work poverty
disproportionately affects certain socio-economic groups, notably women and migrants (Struffolino and
Van Winkle, 2019). Studies show that women are more likely to experience in-work poverty once
individual and not household income is considered, due to gender pay gaps, overdominance in part-time
work and low job quality sectors, overrepresentation as second earners in the household and (unpaid)
child and caregiving responsibilities. Consequently, women are also exposed to higher poverty risks once
retired (Bargain, 2024; Schwartz, 2023 2021, Ponthieux, 2017; Pefia-Casas and Ghailani, 2011). By tackling
in-work poverty, the EU can ensure that economic growth benefits all citizens, reduce inequalities and

foster a more resilient economy (Pefia-Casas et al., 2023; Eurofound, 2017).

Despite the prominent place given to labour market participation in the EU rhetoric, the persistence of
in-work poverty (IWP) reveals a fundamental contradiction in the current paradigm. EU and national
policies aim to promote full employment to foster upward social mobility and reduce poverty. However,
many employed individuals remain in poverty, demonstrating that not all jobs are way out of poverty.
This assumption fails to consider the financial, social, and personal challenges faced by individuals
experiencing in-work poverty. This fundamental contradiction undermines the credibility and
effectiveness of the social economy model promoted by the EU. A more focused approach is needed to
explicitly address in-work poverty in all his complexity (European Parliament, 2021). It also highlights
the strong connection between good quality jobs and protection against in-work poverty. One of the key
factors influencing In-Work Poverty (IWP) is the adequacy of wages. Consequently, the 2022 Directive
on Adequate Minimum Wages in the European Union marks a substantial progression in efforts to address

IWP within member states, despite potential complexities in its implementation (Ratti, 2023).
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Good quality jobs are indeed essential for reducing the risk of poverty. There is significant synergy
between policies addressing job quality and in-work poverty, through both direct actions—such as
adjusting minimum and living wages, supporting employment entry and re-entry, implementing
progressive taxation, and providing work-related benefits and social assistance—and indirect strategies,
including flexible working arrangements, work-life balance initiatives, and accessible, affordable childcare
and dependent care services. Targeted family policies could have a significant role to reduce IWP of
(single) parents (D’Aguanno et al., 2024). Policymakers, employers, trade unions, and civil society must
collaborate more closely to address the issues of in-work poverty and inadequate job quality. This
collaboration should focus on effectively framing and implementing the necessary structural changes to

address the challenges posed by megatrends.

While holistic integrated policies are essential to address transitional challenges, they must be
supplemented with dedicated programmes aimed at specific marginalised socio-economic groups,

addressing their unique needs and disadvantages in terms of employment and inclusion.

2.2. Disadvantaged socio-economic groups

Various socio-economic groups of individuals face significant challenges in fully participating in society
and the labour market. These groups include, among other, women, migrants (regardless of legal status),
parents, particularly single parents, young individuals not engaged in education, employment, or training
(NEETs), aging workers, low-skilled persons, individuals with disabilities or health impairments, and low-
income families. Moreover, understanding and addressing the intersectionality of multiple disadvantage
factors is increasingly perceived as significant. Intersectionality refers to the interconnected nature of
social categorisations such as gender, race,? class, and other identity markers, which can create
overlapping and interdependent systems of discrimination or disadvantage (European Commission,
2025a). For instance, a migrant with a disability may experience discrimination based at the same time on

gender, migrant status, and disability.?! Recognising that individual disadvantage is not confined to a single

20 “Race”: Since all human beings belong to the same species, ECRI (European Commission against Racism and
Intolerance) rejects theories based on the existence of different “races”. However, ECRI uses this term to ensure that
those persons who are generally and erroneously perceived as belonging to “another race” are not excluded from the

protection provided for by the legislation.

21 In literature, Roma women are frequently highlighted as illustrative of an intersectional situation, see for instance

Binici (2022).
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at-risk group but may arise from overlapping personal characteristics that create compounded
disadvantages is important. This underscores the necessity for comprehensive and inclusive policies and
practices that address these intersecting vulnerabilities (European Commission, 2025a; Center for

Intersectional Justice, 2019).

2.2.1. Women

When women have equal opportunities, it leads to higher labour market participation, greater
productivity and innovation, a reduced gender pay gap, better work-life balance, and more women in
leadership roles (European Commission, 2025a; OECD, 2019). These changes would not only benefit
women but also contribute to a more inclusive and resilient economy and society. However, gender
inequality is still a recurrent problem in the EU, as evidenced in the latest version of the EIGE index.?
Addressing this situation would result in higher employment rates, increased productivity, and better use
of women's skills and talents. Concerning the gender wage gap, it is notable that in 2023, a directive was
introduced to reinforce the principle of equal pay between women and men through measures of pay
transparency and enforcement mechanisms (European Parliament and Council, 2023). Furthermore, the
Gender Equality Strategy 2020-2025 was initiated by the Commission in 2020 (European Commission,

2020b).

The 2025 report on gender equality in the EU of the European Commission highlights that in most
countries the employment rates for women are lower than those of men. Parenthood is a significant factor
behind these gendered contrasts in employment patterns.?> For mothers, it leads to a higher likelihood of

part-time work, with long-term consequences in terms of reduced career development opportunities,

22 The European Institute for Gender Equality's 2024 index reveals disparities in work-related gender equality within
the EU, with Sweden, Denmark, Malta, and Luxembourg scoring above 80, while Poland, Greece, Chechia, Romania,
and Italy score below 70. These results show progress in participation, segregation, and work quality but emphasize

the need for policies to address these gaps (European Institute for Gender Equality, 2024).

2 In 2023, at the EU level, the employment rate for women aged 25-54 with children was 74.9%, while the

employment rate for men with children was 91.9% (European Commission, 2025a).
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wages and pensions (European Commission, 2025a). Single parent households, especially single mother

households, are also more exposed to the risks of poverty and in-work poverty?* (Nieuwenhuis, 2020).

A significant factor contributing to both gender disparities in employment participation and high
prevalence of women in part-time work is the heavily gendered distribution of unpaid care
responsibilities, particularly childcare, with women predominantly shouldering these duties »
(Zacharenko and Elomaiki 2022; Schiek, 2020). The effects of care work on gender appear to be more
balanced when it comes to long-term care obligations (European Commission, 2025a). This trend
underscores the need for policies that promote work-life balance, such as parental leave, childcare services,
and flexible working arrangements. The provision of flexible working arrangements can enhance women's
participation in employment, particularly those with caregiving responsibilities, by allowing them to
effectively manage their personal and professional lives.? However, recent studies highlight those
measures promoting flexibility—such as teleworking, flexible schedules, various forms of leave, and career
interruption policies—may unintentionally impair gender equality in pay and career advancement.
Women are more likely to rely on these options, which can adversely impact their career growth and

professional achievements (Chung, 2024).

24 In 2023, the at-risk-of poverty rate for single households in the EU was 21.4%. Lone mothers faced a higher rate
at 43.5%, compared to 20.2% for lone fathers. The in-work poverty rate for single households was 9.4%, with lone

mothers experiencing a rate of 12.7%, versus 8.3% for single fathers (Eurostat: indicators ilc_1i03 and ilc_iw02).

5 In 2023, over half of women with children under 12 years old spend at least 5 hours per day caring for their

children, whereas fewer than one-third of men do so (56% vs 26%) (European Commission, 2025a).

% Following the COVID-19 pandemic, the EU introduced the European Care Strategy in 2022 (European
Commission, 2022e). This initiative aims to ensure high-quality, affordable, and accessible care services while also
enhancing the conditions for care providers. The strategy is anticipated to increase labour participation rates,
especially among women. Accompanying the Care Strategy are two Council recommendations: one concerning the
new Barcelona targets for early childhood education and care (2022/C 484/01), and the other regarding access to

affordable, high-quality long-term care (2022/C 476/01).
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2.2.2. Discriminated persons

Anti-discrimination EU regulations and practices are essential safeguards to ensure all EU citizens a fair
and durable access and continuity on the labour market.?”” These regulations ensure that all individuals,
regardless of gender, age, race, ethnicity, disability, or other characteristics, have equal access to
opportunities and resources, including employment. From an employment perspective, discrimination
occurs not only during the hiring process but also within the workplace.?® Discriminatory practices in
hiring and within the workplace have a notable economic impact, although quantifying this effect proves

to be challenging.?

Discrimination in employment can significantly impact participation rates and overall economic health.
Discriminatory practices often result in the exclusion of certain groups from the labour market, leading to
underutilisation of human resources and diminished productivity. For example, taste-based
discrimination, where employers favour less productive employees due to biases, can result in inefficient
resource allocation and economic inefficiency. Victims of discrimination often face barriers in career
advancement, leading to lower job satisfaction and higher turnover rates® (Hardy and Schraepen, 2024;
Fibbi et al., 2021). Moreover, discrimination extend social exclusion of individuals by restricting access to
educational, economic, political, and social institutions. The cumulative effects of subtle discrimination at
the workplace, such as microaggressions, can significantly impact mental health and job performance
(Jones et al., 2017). Additionally, discriminatory practices can perpetuate ethnic and gender inequalities,
reinforcing societal divisions and fuelling political conflicts (Igwe and Amah, 2024). Despite legislation,
age discrimination remains a significant barrier for older workers in recruitment, retention, and

professional development (Neumark et al., 2019).

¥ For a review of EU legal framework on anti-discrimination see De Groot, D. (2024) or dedicated page on European
Commission’s web site: Non-discrimination - European Commission.
28 See Lippens et al. (2023) for a meta-analysis on hiring discriminations.

» For an example of the costs of discrimination in France, see Bon-Maury et al. (2016). They estimate that tackling

discrimination in France could generate GDP increases ranging from 3.6% to 14.1%, depending on the scenario used.

30 Neumark et al. (2019) found that age discrimination persists despite legislation, creating a significant impediment
for older workers in recruitment, retention, and professional development. This discrimination exhibits a notable
gender divide, with older women nearing retirement facing more pronounced hiring bias compared to their male

counterparts (Neumark et al., 2019).
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Efforts to mitigate discrimination include implementing policies that promote diversity and inclusion, in
workplaces and societies, by providing training to reduce biases, and enforcing anti-discrimination laws.
Addressing these issues is crucial for fostering a more equitable and resilient workforce (Hardy and

Schraepen, 2024).

Social dialogue plays a key role in the effective mitigation of workplace discrimination. Through
collaborative discussions between employers, employees, and their representatives, it helps in identifying
discriminatory practices and developing strategies to counter them. This collaborative approach ensures
that diverse perspectives are considered, fostering an environment of fairness and equality. Additionally,
social dialogue facilitates the implementation of policies and measures that protect workers' rights and

promote a respectful and inclusive workplace culture (Eurofound, 2020b).

2.2.3. Migrants

The twin transitions offer both opportunities and challenges for migrants, additionally to those usually
already encountered on the labour market.3! While new job opportunities in renewable energy and digital
technologies can help address labour shortages, migrants often face barriers such as language difficulties,
unrecognised qualifications, and limited access to training programmes. These obstacles can prevent them
from fully benefiting from these opportunities. Additionally, migrants are frequently overrepresented in
low-skilled jobs that are more susceptible to automation, increasing their risk of job displacement. An
OECD study (2024d) highlights the growing presence of migrants among entrepreneurs and their positive
impact on innovation and job creation. Entrepreneurship offers migrants a way to overcome challenges in
securing wage employment. The rise of digital platforms and new forms of work has also transformed
migrant entrepreneurship (OECD, 2024d). Still, migrants in the EU often face lower job quality compared

to natives.

The term "migrants" encompasses a diversity of population groups with rights, including access to the
labour market, being adjusted based on their legal status, or its inexistence in the case of ‘undocumented’
migrants who often have no choice but to engage in undeclared work due to the lack of legal employment

options (Lenko et al., 2024). Several papers from the WeLaR project address migrant issues. Lang et al.

31 It should also be noted in this context that the population of migrants within the EU, particularly those from non-
European countries, is anticipated to increase in the future due to a growing number of climate refugees resulting

from the impacts of global warming (Noonan and Rusu, 2022).
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(2024) found that migrants in the EU have lower employment rates and poorer job quality compared to
natives, with more temporary contracts, worse working conditions, and lower wages. Asylum seekers face
additional barriers like language and unrecognised qualifications. Migrants often work in fields unrelated
to their studies and are overqualified for their jobs. They rely more on personal networks for job searches
and return to work faster after interruptions. Zilian and Thil (2024) show that part-time and self-
employment in sending countries increase net migration, while short-term contracts reduce it.
Albinowski and Krzakata (2024) found that remote work hasn't significantly changed workplace countries
or increased self-employment after the surge in remote work following the COVID-19 pandemic.
Gnaedinger et al. (2024) estimate that native and EU nationals contribute positively to fiscal revenue of

Germany, while the contribution is negative for non-EU nationals.??

A recent EU study highlights that despite their prevalence in lower-skilled occupations, migrants are
frequently overqualified for the job they occupy.?® Overqualification occurs when a person’s formal
qualifications exceed the requirements of the job performed, leading to a vertical skills mismatch. High
rates of overqualification indicate an inefficient use of labour, which can negatively impact the labour
supply. When a significant number of tertiary-educated individuals are overqualified for their jobs, it
suggests that their skills are underutilised at a macro level. This inefficiency leads to lower returns on
education, as overqualified workers tend to earn lower wages over their lifetimes. Additionally, being
overqualified can reduce motivation and participation in the labour market. Prolonged overqualification
can also result in the deterioration of unused skills and limit firms' innovation potential (European
Commission, 2025b). Simultaneously, the EU and its Member States have implemented initiatives to

attract highly qualified non-EU migrants, such as the EU Blue Card.3*

32 For a wider perspective on this topic see OECD migration outlook of 2021 (OECD, 2021a).

33 In 2023, the over-qualification rate was 39.4% for non-EU citizens and 31.3% for citizens of other EU countries.
By contrast, the over-qualification rate for nationals stood at 20.8%. Over-qualification rates in the EU were higher
for women than for men, the biggest observed gaps are in the group of non-EU citizens (42.9 % vs. 36.2 %) followed
by citizens of other EU countries (32.9 % vs. 29.7 %). While the over-qualification rate is higher for the young among

the nationals, reversely it is higher in the two migrants’ groups for older workers (European Commission, 2025b).

34 For an overview see the EU web site: EU Blue Card - European Commission.
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2.2.4. Low-skilled workers

Low-skilled workers in the EU often find themselves in precarious employment, including involuntary
part-time or temporary work. They face higher risks of unemployment and are more likely occupied in
low-quality occupations. Despite their preference for full-time and permanent positions, they benefit the
least from upskilling and reskilling opportunities, which exacerbates their vulnerability in the labour

market (Binder, 2024).

Additionally, low-skilled workers are particularly susceptible to the impacts of the twin transitions to a
green and digital economy. These shifts demand new skills that low-skilled workers may lack, increasing
their risk of job loss. Jobs in traditional manufacturing and fossil fuel industries are likely to decline, while
new roles in renewable energy and digital sectors require specific technical skills. Without targeted
training and reskilling programmes, low-skilled workers may struggle to adapt, leading to increased

unemployment and economic insecurity (Cedefop, 2020).

However, future green jobs are likely to shift towards medium- and low-skilled occupations. Although
many workers in green-task jobs currently possess high skills or tertiary education, this trend may change
as new jobs emerge from the green transition (Parent-Thirion et al., 2025). Efforts to enhance recycling
and expand electricity supply are expected to create new jobs, predominantly in medium- or low-skilled
roles within utilities. In the construction sector, the demand for energy-efficient buildings will likely
increase the need for occupations such as heat pump boiler installers, carpenters, joiners, bricklayers, and
technicians. Similarly, the circular economy process is anticipated to generate job opportunities following

this pattern (Parent-Thirion et al., 2025).

The lack of re-skilling opportunities poses a significant challenge for aging workers and low-skilled
workers. Several studies document the fact that low-skilled workers participate less often in further
training than high-skilled workers. As highlighted by Grip et al. (2025), literature suggests that there is
no significant difference in the employers’ willingness to train their low-skilled workers. Economic
returns to training for low-skilled workers are not significantly different from those for high-skilled
workers. However, low-skilled workers are significantly less willing to participate in training. This lower
willingness to participate in training is driven by economic preferences (future orientation, preference for
leisure) as well as personality traits (locus of control, exam anxiety, and openness to new experiences)

between high- and low-skilled workers (Grip et al., 2025). Moreover, the access of low-skilled workers to
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training by companies is related to institutional arrangements and efficiency of collective bargaining

systems.®

2.2.5. Older working-age individuals

Older working age individuals face considerable labour market barriers, including age discrimination and
limited access to training opportunities. Their health conditions are also important. Older workers often
struggle with maintaining productivity and work-life balance, and many do not remain employed until
the statutory retirement age due to factors like labour market structures, work cultures, and pension
system incentives. Improving working conditions and career paths that support physical and mental
health, skills, motivation, and productivity is essential for prolonging employment (Eurofound, 2024;
Konle-Seidl, 2017). It should be noted also that with the increasing number of structural reforms in
Member States aimed at raising the retirement age, the number of vulnerable older workers is expected to

increase significantly in the coming years.

Additionally, older workers face unique challenges in adapting to the twin transitions of digitalisation and
the green economy. Many lack the digital skills needed for new technologies, making it difficult to stay
competitive in the labour market. Age discrimination and health issues further limit their employment
opportunities. The automation of jobs traditionally held by older workers, such as administrative and
clerical roles, poses a significant risk of job displacement and labour market exclusion (Castellani and
Lamperti, 2024). To mitigate these challenges, investing in lifelong learning and targeted reskilling

programmes is crucial to help older workers acquire new skills and adapt to changing job requirements.

Digital technology is changing the nature of work and has also the potential to extend the working lives
of older workers by postponing their early retirement decisions, given that they possess the necessary
skills and adaptation policies are implemented effectively. According to Nguyen-Thi et al. (2024),
occupations with a high potential for automation are less associated with early retirement, especially
among older workers. Automation makes it easier to keep older workers in occupations where technology

improves their working conditions, instead of pushing them into early retirement. In addition to age,

% For instance, Wotschack (2020) highlights that institutional arrangements significantly influence employer
investments in training for low-skilled workers in Germany. Organisations with employee representation and formal
HR policies see higher training participation rates. Low-skilled workers benefit from clusters with these structures
and bargaining coverage. In the health care and manufacturing sectors, low-skilled workers are more likely to receive

continuing training.

www.projectwelar.eu Page O 27



Building resilient and inclusive labour markets in Europe: unpacking policy synergies and challenges Welalt

gender, education level, employment status and health status also influence early retirement decisions

(Nguyen-Thi et al., 2024; Lakomy, 2023).

Flexible work arrangements and affordable childcare can help balance responsibilities and increase
workforce participation, notably for older grandparents leaving labour market earlier or reducing their
working time to support their children (Airey et al., 2021). Active labour market policies, such as job
search assistance and vocational training, also support employment for these groups (Albinowski et al.,

2023).

3. Key policy pathways

The digital and green transitions represent significant challenges for labour markets and workers. To
successfully navigate these transitions, it is necessary to implement policies that foster inclusive and

resilient labour markets and support workers through these transitions.
Active labour market policies (ALMPs)

Active labour market policies (ALMPs) aim to enhance employment opportunities, improve job matching,
support employment transitions, and boost workforce skills. These measures include training programmes,
job search assistance, employment incentives, direct job creation, entrepreneurship support, work
experience programmes, and subsidized employment. According to Eppel et al. (2024), the effectiveness
of these measures varies significantly. Intensive human capital programmes and those that enhance
vocational skills show the most promise, while brief job search training is less effective. Both wage
subsidies in the private sector and direct job creation in the public and non-profit sectors can be successful

if properly designed (Martin and Grubb, 2021).

One key feature of ALMPs is the activation process, which includes personalised job search assistance and
career counselling. These services provide tailored support, helping individuals identify their strengths,
improve their resumes, and prepare for interviews. Career counselling offers guidance on career paths and
job market trends, making job seekers more competitive (OECD, 2022a). The European Commission's
2008 Communication on active inclusion defines active inclusion as a strategy to enable all citizens,
especially the most disadvantaged, to fully participate in society and the labour market. It is based on three
integrated pillars: adequate income support, inclusive labour markets, and access to quality services such
as healthcare and education (European Commission, 2008). This approach, which focuses on the inclusive

aspect of activation, also makes it possible to have an adapted approach for the most disadvantaged
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individuals who are increasingly subject to activation procedures that are expected to be more adapted to

their realities.

However, the implementation of ALMPs can be complex and requires coordination among various
stakeholders at various levels of governance. The connection between ALMPs and social protection
policies helps to account for the observed synergy between these approaches in promoting fair and
sustainable growth. Both ALMPs and active inclusion aim to improve employability and develop a skilled,
adaptable workforce, thereby supporting inclusive and sustainable economic development (Martin and

Grubb, 2021).
Lifelong learning initiatives

Lifelong learning (LLL) includes formal education like degrees and certifications, non-formal learning
such as workshops and online courses, informal learning through hobbies and everyday experiences,
professional development for career growth, and personal development to enhance individual skills and
knowledge. Balancing these with a full-time job can be demanding, but the benefits are significant for
individuals. LLL initiatives highlight the importance of ongoing education and skill enhancement to
support social inclusion of individuals and maintain their adaptability and competitiveness. By promoting
continuous skill development, LLL helps individuals remain adaptable and competitive in a rapidly

changing job market (Binder, 2024; OECD 2024a).

Several key measures support lifelong learning initiatives. Individual learning accounts provide
individuals with resources to invest in their education and training, encouraging ongoing skill
development and helping workers stay competitive in the job market. These accounts give individuals
control over their professional development. Partnerships between educational institutions and businesses
ensure that educational curricula remain relevant to industry needs, preparing students for the job market
and helping bridge the skills gap. These partnerships can include internships, apprenticeships, and

curriculum development.

Micro-credential systems formally recognize and certify short-term learning achievements, supporting
continuous professional development and allowing individuals to show their skills. Micro-credentials
provide a flexible way to gain and demonstrate new competencies. Accessible and flexible online learning
platforms cater to diverse learning preferences, making education more convenient and allowing
individuals to learn at their own pace. Online learning expands access to education and training

opportunities (Orr et al., 2020).
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People may not always engage in lifelong learning due to time constraints, lack of motivation, financial
barriers, perceived irrelevance, and limited access to quality resources. Additionally, balancing lifelong
learning with a full-time job can be very demanding, as finding the energy and time after a long workday
can be challenging, leading to increased stress and potential burnout (Roosma and Saar, 2017). Despite
these obstacles, lifelong learning could offer significant personal and professional benefits. The differences
in LLL utilisation among low, medium, and high-skilled workers highlight the need for tailored
approaches to support continuous learning across all skill levels. Addressing these challenges requires a
collaborative effort between individuals, employers, and policymakers to create accessible and effective

lifelong learning opportunities (OECD, 2024).
Digital skills development

Digital skills are essential for personal and professional growth in a technology-driven world. These
training programmes focus on various aspects of digital literacy, including computer literacy, internet
browsing, data analysis, cybersecurity, and software use. These programmes assist individuals in
developing proficiency with digital tools and platforms, which are increasingly incorporated into many
professional tasks (European Commission, 2024b). Importantly, the EU has just proclaimed (5 March 2025)
its initiative the Union of Skills, which focuses on addressing skills gaps, reskilling and upskilling, and
better skills recognition (European Commission, 2025c). Additionally, digital skills training helps bridge
the gap between traditional education and the demands of modern workplaces. It ensures that workers
can not only perform their current tasks more efficiently but are also prepared for future technological
advancements (European Commission, 2023a; Cedefop, 2023). Companies that invest in such training for
their employees can expect increased productivity, enhanced innovation, and a competitive advantage in
the marketplace (Cedefop, 2023). For individuals, acquiring digital skills significantly enhances career
prospects by promoting resilience and adaptability in an ever-evolving professional environment, in the
framework of disruptive changes from the transition to digital and green labour (European Commission,

2023a; Cedefop, 2023).

Several other measures support digital skills training. Incorporating digital literacy into all educational
levels ensures that students develop strong digital skills from an early age, preparing them for the digital
economy (European Commission, 2023a). Early exposure to digital skills helps students become proficient
and confident in using technology. Public-private partnerships for digital training provide industry-
specific skills, addressing the unique needs of different sectors. These partnerships leverage the expertise

and resources of both the public and private sectors, helping workers stay competitive and adapt to
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technological changes. Self-paced digital learning platforms are developed to allow individuals to learn at
their own pace, making it easier for people to acquire new skills and stay up to date with technological
advancements. This flexibility accommodates different learning styles and schedules (European

Commission, 2023a).

However, there is a significant digital divide between those who have access to technology and those who
do not, with significant variations between individuals related to their age or level of skills and the
occupational sector as well (Vassilakopoulou and Hustad, 2023; Cedefop, 2022b). Public-private
partnerships are crucial for providing relevant training, and workers must continuously adapt to new
technologies, which can be challenging. By implementing these digital skills training measures,
individuals are better prepared to meet the demands of the modern workforce. This not only enhances
their personal and professional growth but also contributes to a more inclusive and resilient economy.
Companies benefit from a more skilled and adaptable workforce, driving innovation and maintaining a
competitive edge. Ultimately, digital skills training is essential for achieving sustainable and inclusive
economic growth, ensuring that everyone can thrive in a technology-driven world (European

Commission, 2023a).

Low-skilled workers often face the greatest barriers to accessing LLL. They may have limited financial
resources to invest in training and may be more likely to experience fatigue from physically demanding
jobs (Eurofound, 2021a). Additionally, low-skilled workers may have less access to employer-sponsored
training programmes and may be more focused on immediate job security rather than long-term career

development (Neal and Mukherjee, 2019).
Family policies

Family policy plays a crucial role in shaping the well-being of families and society. It encompasses a range
of measures designed to support families in various aspects, including childcare, eldercare, parental leave,*

and work-life balance. Effective family policies contribute to social stability, economic growth, and gender

% Fathers taking parental leave strengthens the father-child bond, which is essential for the child's emotional and
social development. It also promotes gender equality by encouraging shared caregiving responsibilities, reducing the
burden on mothers, and allowing both parents to balance work and family life more effectively. Additionally, fathers'
involvement in early childcare can lead to better mental health outcomes for both parents and children, and it
contributes to a more inclusive and supportive work environment, enhancing overall family well-being (André et

al., 2025).
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equality (Hantrais, 2004). The Horizon Europe project rEUsilience has significantly deepened the analysis
on the resilience of families in coping with risk situations and the role of family and social policies in this
context (see among other Daly et al. 2023; Daly and Uzunalioglu, 2023; Dobroti¢ and Ivekovi¢ Martinis,

2023; Ledn and Cerrillo, 2023).

Family policies that support childcare and eldercare enable greater workforce participation, particularly
among women, driving economic growth and productivity (Zacharenko and Elomaiki, 2022). These
policies also contribute to social stability by reducing stress and improving mental health, and they
promote gender equality by encouraging shared caregiving responsibilities (Daly and Uzunalioglu, 2023).
Additionally, ensuring high-quality care for children and the older adults enhances their development
and quality of life, fostering a healthier and more resilient population. Overall, family policies create a
more inclusive society by supporting individuals with caregiving responsibilities, enabling full

participation in economic and social activities.
Affordable childcare and eldercare

Affordable childcare and eldercare initiatives are essential for providing accessible, high-quality care that
benefits working households, especially women. These programmes alleviate stress and financial burdens,

helping parents and caregivers balance work and family responsibilities.

By offering affordable care, these initiatives ensure children and elderly individuals receive necessary
support, fostering their development and well-being. High-quality childcare promotes cognitive, social,
and emotional growth, while eldercare services enhance the quality of life for the elderly (European
Commission, 2023b). These initiatives also create a more inclusive work environment, increasing

productivity and job satisfaction by giving employees peace of mind about their dependents' care.

Governments support these initiatives through investments in childcare facilities, financial assistance like
vouchers or tax credits, and community-based eldercare services. Policies promoting equal caregiving
responsibilities foster gender equality and reduce the burden on single caregivers (Lewandowski et al.,
2024; European Commission, 2023).Overall, these programmes improve household quality of life, support
workforce participation, drive economic growth, and promote a more equitable society, contributing to a

sustainable and inclusive economy (European Commission, 2023b).

Promoting work-life balance and investing in care infrastructure can substantially enhance productivity,
improve employee well-being, and support sustainable economic growth (Abrams, Z. 2025). Policies that

promote flexible working hours, remote work options, and adequate leave provisions are essential for
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achieving this balance. Moreover, workplace cultures that prioritize work-life integration can result in

higher job satisfaction and reduced burnout, fostering a more motivated and productive workforce.
Sharing working time

The debate on a generalised reduction of working hours is far from recent, but it has been revived in
recent years, particularly in the discussion of potential job losses that could be generated by automation
(De Spiegelaere and Piasna, 2017). Redistributing working hours through models such as the four-day
work week, job-sharing arrangements, and flexible schedules can enhance work-life balance, job
satisfaction, productivity, and reduce costs for employers. Recently, several European countries and
companies have been experimenting with a four-day work week (Boulin, 2024). Flexible schedules or
fewer working days can create a more efficient work environment, improve mental and physical health,
reduce burnout, and boost the well-being of workers. It also promotes equitable workload distribution,

meeting diverse employee needs and fostering inclusion (Abrams, 2025).

Several initiatives support the development of new working time patterns. Pilot programmes for a four-
day work week test the feasibility and benefits of a shorter work week across various sectors.’” These
programmes assess impacts on productivity, employee well-being, and overall business performance,
providing valuable data on how a four-day work week can be implemented effectively. Companies that
adopt reduced work hours receive financial incentives, encouraging more businesses to consider this
approach. These incentives can lead to increased job satisfaction and a better work-life balance for

employees, helping offset any initial costs associated with transitioning to shorter work weeks.

However, some employers may resist adopting more flexible work models, and it is essential to monitor
the impact on productivity. Social dialogue and collective bargaining are important to introduce working

Pefia-time reductions in sectors and companies.3

Supportive policies are necessary to facilitate the transition to these new working time patterns.
Implementing these measures creates an inclusive and supportive work environment, enhancing both

individual well-being and business outcomes. Flexible working time patterns enable greater workforce

37 For a review of recent initiatives see Boulin 2024.

38 See for instance Piasna et al. (2024) for a discussion on the negotiation of collective bargaining agreements on

working time reduction in the Italian manufacturing sector.
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potential, contributing to innovation and growth. Addressing the needs of diverse employees supports

equity. Overall, new working time patterns are important for sustainable and inclusive economic growth.

Moreover, work sharing initiatives contribute to promoting a greener economy by potentially reducing
commuting and energy consumption. A shorter work week can lead to fewer commutes, which in turn
reduces carbon emissions and alleviates traffic congestion. Additionally, with more time allocated to
remote work, there is a decrease in the need for office space and associated energy use, further supporting
environmental sustainability (European Commission, 2023 Eurofound, 2023a). This aligns with the EU's

broader goals of achieving climate neutrality and promoting sustainable development.

In addition, expanding care infrastructure requires significant public and private investment to ensure
comprehensive support for all individuals, particularly those with caregiving responsibilities. Establishing
robust childcare and eldercare systems is vital for enabling employees to effectively balance their
professional and personal lives. Such investments are essential for fostering an inclusive and resilient

workforce (Boulin, 2024).
Inclusive workplace practices

Promoting diversity, equality, and inclusion in the workplace is essential for sustainable growth. These
measures ensure that all employees feel valued and supported, leading to increased job satisfaction and
productivity. Diverse teams bring varied perspectives and innovative solutions, driving business success
and economic growth (Azmanova and Nicolaidis, 2023). Furthermore, by facilitating the employment of
individuals from socio-economic groups that are less frequently hired, inclusive practices help address
social and economic inequalities. They also support these individuals in maintaining or returning to

employment, fostering a fairer and more equitable society (European Commission, 2023a).

Several critical measures underpin inclusive workplace practices. Diversity and inclusion training for
managers and employees fosters an inclusive culture, promoting understanding and respect for diverse
perspectives. This training helps create a more welcoming and supportive work environment. Mentoring
and sponsorship programmes offer support and opportunities for vulnerable groups, helping them advance
in their careers and build professional networks, which are critical for career development and
progression. Workplace accessibility audits identify and address accessibility issues, making workplaces
more inclusive and accommodating for employees with disabilities, ensuring full. Age-friendly practices,
including flexible work arrangements and ergonomic adaptations, support older workers, allowing them

to continue contributing effectively and comfortably (OECD, 2024c). Family-friendly practices, such as
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flexible working hours, parental leave, and childcare support, help employees balance work and family

responsibilities, promoting well-being and job satisfaction (European Commission, 2023b).

Implementing these inclusive workplace practices can encounter resistance and require ongoing efforts.
Continuous training is necessary to maintain an inclusive workplace. By addressing social and economic
inequalities, these practices contribute to a more equitable society. Ultimately, inclusive workplace
practices are essential for achieving a sustainable and inclusive economic growth model, ensuring a

resilient and prosperous future for all (Eurofound, 2024).
Health and safety policies

Investing in preventive healthcare and incorporating mental health support within employment policies
can markedly enhance workforce productivity and decrease overall healthcare expenditures. Mental
health issues related to work are recognised as an important and growing issue in Europe (Urzi Brancati,
2024; European Parliament, 2023 2022). This dual strategy can result in healthier, more engaged

employees, leading to substantial long-term economic advantages for both businesses and society.

Such initiatives necessitate consistent investment and a cultural shift that emphasizes health and well-
being in the workplace. Establishing comprehensive mental health support systems that are readily
accessible to all employees is essential. These systems should encompass regular mental health check-ups,
counselling services, and stress management programmes to cater to the diverse requirements of the

workforce (European Parliament, 2023).

Moreover, promoting a supportive work environment that encourages open dialogue about mental health
can help mitigate stigma and foster a culture of care. Employers should proactively provide resources and
training to assist managers and employees in recognising and addressing mental health issues promptly,

thereby ensuring a healthier and more productive workforce (Urzi Brancati, 2024).
Gradual retirement options

Flexible retirement options, including phased retirement, partial retirement, job-sharing arrangements,
and ergonomic adaptations, allow older workers to remain active in the workforce while gradually
reducing their working hours. These options address diverse needs while maintaining financial stability
and workplace engagement, contrasting with current pension policy reforms that emphasize prolonged
employment and contributions (Nguyen-Thi et al., 2024). They recognize the varied needs and preferences
of older employees, allowing them to tailor their work schedules according to their individual

circumstances (Scherger, 2021).
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A key feature of these options is the ability to gradually reduce working hours. For instance, an employee
might start by reducing their workweek from five days to four and then decrease further over time. This
phased approach helps mitigate the sudden changes in routine and income that can accompany full
retirement, easing the emotional and financial transition (European Commission, 2023a). Additionally,
flexible retirement plans include partial retirement schemes, where employees can work part-time while
receiving a portion of their pension benefits. This arrangement ensures financial security and fosters
workplace engagement, providing a sense of purpose as older workers remain active contributors

(European Commission, 2024a).

Job-sharing arrangements are another component, allowing older workers to 