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TreMs

Forecasting Employment and UnemploymentTrends in the Member States:
an lntroduction*

The essays in this issue of "Trends"
deal for each of the 15 Member States
with:

- the availability and range of medi-
um- to long-term prognoses,

- forecasts of labour supply, Iabour
demand and unemployment trends,
and

- some brief conclusions on the
problems facing employment and
labour market policy in the future.

This introduction to the subject mat-
ter discussed in the individual articles
has been conceived by the Secretariat
as a guide for the reader so as to facil-
itate access to the topic of labour mar-
ket forecasting.

The availability of nationa!
forecasts
The first section of each report pro-
vides information on the institutions
active in the field of forecasting in the
respective country and their most im-
portant publications. While short-
term (business-cycle) forecasts are
produced in all countries, the situa-
tion regarding medium-term (around
five years) and longer-term (10 years
and above) prognoses varies consid-
erably. ln some countries. numerous
medium- and long-term prognoses of
labour market trends are produced by
various public and private institu-
tions, whereas in a number of Mem-
ber States the infrastructure in this re-
spect is non-existent or rudimentary.
This is particularly true of southern
European countries such as Greece,
Italy and Spain. Consequently, the
correspondents from these countries
were in some cases obliged to draw
on work done, for instance, by the
Commission.

In some Member States with a

longer tradition of prognosis and
quantification, labour market fore-
casts are conducted not only for the
domestic economy, but also for other
EU and non-EU countries. In addition
to econometric procedures, scenario
techniques are also increasingly being
used, while macroeconomic data is

often supplemented by information
derived from panel studies.

Against this background, it is cer-
tainly worth while reconstructing the
mutual interrelationships between
the forecasts developed by national
and European institutions. For it is
clear that the medium-term trends of
individual European economies are to
a significant extent derived from the
internal dynamics of the EU as a

whole. It is therefore only natural
that in a number of Member States la-
bour market trends are now being
presented in the form of alternative
scenarios, each of which is based on
different assumptions about global
and European economic develop-
ments.

Labour market trends

Labour market trends are character-
ised with the help of the trend in the
development of:

- labour supply,

- labour demand (actual employ-
ment), and

- unemployment.

Labour supply
The supply of labour - i.e. the number
of people seeking gainful employ-
ment - results largely from demo-
graphic and behavioural trends. The
population of working age provides
the basis here. This, in turn, is deter-
mined by natural population trends
(births and deaths) and migration (im-
migration minus emigration). While
natural population trends in EU coun-
tries can be extrapolated with the
help of more or less highly developed
demographic models and can be con-
sidered a relatively reliable prognosis
variable, migration flows are not al-
ways explicitly included. The uncer-
tainties and the margin of error in
forecasting migration are too great.
This is due in particular to the fact
that the magnitude of migration de-
pends both on future economic trends
at home and abroad and on changes
in political parameters.

- In most EU countries, the natural
population trend is upward. The
exceptions here are Germany, Ita-
ly and Greece. However, in Ger-
many, at least, the natural decline
in population is more than com-
pensated for by net immigration.

- With the exception of ltaly, posi-
tive, albeit slight, population
growth is forecast for all the Mem-
ber States over the next ten years.
The rate of growth is expected to
be more pronounced only in Ire-
land, the Netherlands and the Unit-
ed Kingdom.

- According to the prognoses going
beyond 2010, however, there are
certain countries in which the pop-
ulation could then decline. A
marked fall in the German popula-
tion is expected from 2010.

- In virtually all the Member States,
the forecast is for a rise in the aver-
age age of the population as a

whole and of the population of
working age. Accordingly, the "age
coefficient" (ratio of the over-60s
to the under-2Os) and the "depend-
ency coefficient" (ratio of the pop-
ulation not of working age to that
of working age) are expected to
rise; exceptions are the UK and Ire-
land.

The prognoses for the population of
working age - the definition of which,
incidentally, varies between countries

- serve as a basis for forecasts of par-
ticipation rates. These depend (pro-
cyclically) on economic development.
Also of importance are educational
trends and the institutional parame-
ters for labour market exit.

- The national reports indicate a fur-
ther decline in participation rates
among the under-25s (exception:
United Kingdom).

- Particular attention is paid to the
relationship between male partici-
pation rates and likely changes in
the institutional parameters for the
transition from working life to re-

By Frank Strlle, EEO scientific programme
manager.
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tirement. In some countries, the
participation rates in the age cate-
gories affected are expected to sta-
bilise or even increase.

- The declining participation rates of
men, which are characteristic for
the overwhelming majority of the
Member States, are more than off-
set by the continuing increase in fe-
male participation rates. The rising
proportion of women in the active
population is seen as the predomi-
nant trend in all Member States.
Thus, the gap between male and
female participation rates is nar-
rowing. In some countries, a virtual
equalisation, or indeed a higher fe-
male than male participation rate
(Belgium), is expected.

- There are currently substantial dif-
ferences between the female par-
ticipation rates in EU countries.
Rates of 75Y" and higher are re-
corded in the Scandinavian coun-
tries, compared with less than 50%
in the southern European countries
(but not in Portugal) and in Ireland
and Luxembourg. However, in
those countries with a low initial
level, female participation rates
are expected to grow at an above-
average rate.

- All in all, at least a slight increase
in labour supply is expected in all
Member States for a period of
around ten years. In Ireland, and
particularly in the United King-
dom, labour supply growth will be
more pronounced.

Labour demand

Oaerall trends

Forecasts of overall employment
trends are based on prognoses of mac-
roeconomic growth and labour pro-
ductivity. These initial assumptions
are only quantified in a few of the na-
tional reports: very positive economic
growth is expected in Greece, the
Netherlands and particularly in Ire-
land. Otherwise the (implicit) annual
average growth rates for a period of
around ten years are of the order of
1.5 to 2Y.. In a number of Member
States, the uncertainty surrounding
the prediction of economic growth in
the future is taken into account in the
form of scenarios, which then gener-

ate very different trends in terms of
employment. Scenarios are also fre-
quently presented with the aim of un-
derlining the urgency of certain politi-
cal decisions.

- Employment is expected to grow in
all countries, with the exception of
Austria, over the next ten years, al-
though, at no more than 0.6%, the
annual average rate of growth re-
mains relatively subdued. A signifi-
cantly steeper employment-growth
trajectory is only thought probable
in Denmark (1%), Greece (1,.5%)
and particularly in the Netherlands
(2%) and Ireland (more than 2%).

- Some of the national reports give
details on the sub-category "self-
employment". Where this is the
case, strong expansion is expected,
particularly in the United King-
dom. The self-employment trend is
negative only in Greece, due to the
declining importance of agriculture
there.

Specific trends

While significant differences emerged
from the national reports concerning
the growth of overall employment,
there is a broad consensus in the case
of the following specific trends:

- ln sectoral terms, an increase in the
relative importance of tertiary-sec-
tor employment, in particular pri-
vate services (producer services,
health, hotel and catering, etc.), is
expected in all countries. In some
cases, the United Kingdom for ex-
ample, security and personal serv-
ices could constitute the only ex-
panding branches offering employ-
ment opportunities for the low
skilled. Expectations are generally
positive for financial, transport and
communications services. In most
countries, the prognoses for non-
market (public) services are nega-
tive.

- In terms of occupations and qualifi-
cations, too, there is widespread
agreement on expected trends.
Blue-collar workers will decline as

a share of the total, whereas knowl-
edge-based, high-skill occupations
will continue to gain in importance.
Management, technical services,
organisation and consultancy are

the activity areas of the future. Net
job losses are to be expected, by
contrast, in sales and simple office
activities. In all countries, the trend
towards better initial training and
further vocational training is con-
sidered stable.

- Women will continue to signifi-
cantly expand their share of total
employment This secular trend is
being supported by the above-
mentioned sectoral and occupa-
tional developments.

- Part-time work wlll also increase in
most countries (exceptions: Den-
mark and Greece). Such growth is
likely to continue to be concentrat-
ed in trade and hotel and catering,
but also in banks and the public
sector.

- Fixed-term employment contracts
are also on the increase in the over-
whelming majority of the Member
States, although in countries such
as Spain and Greece the impor-
tance of such contracts is expected
to decline: currently one-third of
employment contracts in Spain are
fixed-term, a level that is evidently
no longer considered acceptable.
In the other countries, attention is
drawn to a continuing trend, along-
side fixed-term contracts, towards
more flexible employment rela-
tions and in some cases also to-
wards greater job insecurity.

Unemployment
Over the next 10 to 12 years, the un-
employment rate is expected to de-
cline in almost all the Member States
(exceptions: Austria with a slight rise
and Portugal with, under certain cir-
cumstances, a dramatic increase in
unemployment). In many cases,
though, this decline in the unemploy-
ment rate will be only very slow. The
unemployment rate in the EU as a
whole remains very high.

Expectations are most positive in
Belgium, Denmark, Ireland, the Neth-
erlands, Finland and the United I(ing-
dom. In the Netherlands and the Unit-
ed Kingdom, labour shortages are
considered possible for highly skilled
workers. Yet particularly in the case

of the United Kingdom (but also other
countries), the spectrum of possible
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unemployment trends forecast is
wide. Even where the average unem-
ployment rate falls markedly, sub-
stantial labour market problems may
remain. This is particularly true for
the long-term unemployed, the elder-
ly, the low skilled and immigrants. On
top of this come more general prob-
lems with the various forms of unoffi-
cial employment. In the United King-
dom, for example, an increasing po-
larisation of employment chances is

thought probable against the back-
ground of falling unemployment.

lmplications for policy action

From the labour market trends pre-
sented in the national reports, brief
conclusions regarding a number of
different policy areas, such as grozuth
policy, imrnigration policy, regional
policy, structural policy utd fiscal
policy, are drawn for each country.

The topics most frequently men-
tioned are as follows; obviously, they
are in line with some aspects of the
four pillars of the European Commis-
sion's "Proposal for Guidelines for
Member States Employment Policies
1998"1.

Early retirement
Faced with the growing number of
pensioners in almost all countries, the
reports describe the first steps being
taken to reverse the trend towards
declining participation rates among
older workers. In the overwhelming
majority of the Member States, calls
are being made for restrictions on the
practice of early exit from the labour
force. In some countries, early retire-
ment is to be replaced by partial re-

tirement schemes. The need for poli-
cies to promote the employment of
elderly workers, up to and including
laws against the discrimination of old-
er workers, has been perceived.

Training
Given the fact that the number of per-
sons leaving the labour force is in-
creasing at a faster rate than younger
people are entering the labour mar-
ket, firms are confronted with the
problem of knowledge renewal. On
top of this comes the rapid shortening
of the half-life of acquired knowl-
edge. The central message here is:

lifelong learningl This must be under-
pinned by improvements in initial
and further vocational training. In
some countries, incentives for im-
proved qualifications are considered
necessary.

Female employment
In many cases, the parameters for a

further increase in female employ-
ment are inadequate. Frequently
mentioned in this context are social
security systems and a child-care and
domestic-service infrastructure. The
transitions between phases of paid
employment and non-employment
should be facilitated.

Unemployment
Last but not least, many of the nation-
al reports conclude by underlining the
importance of a more active employ-
ment and Iabour market policy. In
many countries, even in those in
which the average unemployment
rate is forecast to fall relatively rapid-
ly, specific measures to reduce long-

term and youth unemployment,
which remain very high in most cases,

and to promote the integration of eth-
nic minorities and older workers are
still considered an urgent priority.

Concluding remarks

One should always remember the old
adage: prognoses are uncertain, par-
ticularly when they refer to the fu-
ture! Yet with all due caution, the in-
dividual national reports show that,
in countries with long experience of
forecasting, reasonable and reliable
prognoses of labour market trends
can be derived. It is therefore not sur-
prising that in those countries with
only limited forecasting activities the
lack of such a database is a source of
complaint. At heart, prognoses con-
stitute the quintessential outcome of a
careful analysis of past trends. There
can be no doubting their utility as a
basis for information and decision-
making. At the same time, improve-
ments in the forecasting infrastruc-
ture are necessary, both in individual
Member States and in coordination
between the Member States.

The question remains whether ac-

tors in the political sphere are able to
draw the necessary conclusions from
labour market prognoses and to im-
plement them in practice. The experi-
ences in this regard, even in countries
with a good forecasting infrastruc-
ture, are not always encouraging.

1. Cf. Presdency Conclunons, Extraordinary
European council Meeting on Employment,
Luxembourg, 20 and2'J. November 1997.
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Belgium

Med iu m-/long-term fore-
casting in Belgium
In Belgium, the most important medi-
um-term forecasts come from the
Federal Planning Office (for Belgium
as a whole) and from the Support
Centre Employment-Labour-Training
(for Flanders).

ln 1997, the Federal Planning Of-
fice (F ederaal planbureaz) published
the economic forecasts for Belgium in
2001. On the basis of its own calcula-
tions, it forecasts the distribution be-
tween employees and unemployed
and in which sectors employment will
inldecrease.

In 1996, the Support Centre Em-
ployment-Labour-Training (Steun-
punt Werkgelegenhed-Arb eid-Vor-
ming - WAV) produced a forecast of
the activity rates and the working pop-
ulation in Flanders in 1999 for each
age group of five years, and separately
for men and women. It also compared
the results for each age group with the
working population in Flanders in
1994. Three different scenarios were
used, which will be explained below.

There are also three important
long-term forecasts: one developed
specifically for Belgium (by the Na-
tional Institute for Statistics) and two
made in a European context (by the
Economic and Social Research Group
on Population and by the Institute for
Mathematical Sciences and Applied
Economics).

The National Institute for Statistics
(Nationaal Instituut aoor de Sta-
tistiek - NIS) has recently published
its population forecasts for 2050,
based on the situation in 1995. The
prognosis relates to the total Belgian
population, disaggregated by gender
and age group.

The Economic and Social Research
Group on Populatiot (Groupe de Re-
cherche Economique et Sociale sur la
Population - Gresp) has based its
forecasts on the demographic progno-
sis by Eurostat. Gresp has calculated

the general developments of the total
population and of the active popula-
tion for L3 Member States of the Eu-
ropean Union to the year 2020.

The Institute for Mathematical Sci-
ences and Applied Economics (Insfl-
tut de Sciences Mathimatiques et
Economiques Appliqudes - ISMEA)
attempted in 1996 to forecast labour
market trends in the EU and its Mem-
ber States up to 2015. The institute
based its calculations on retrospective
and projected time-series data on de-
mography, employment and unem-
ployment.

Description and discus-
sion of major trends
Demography
The total population in Belgium was
10,131,000 on 1 January 1995. In
2020, this will reach a maximum of
10,338,000, according to the NIS. Af-
ter this period, the population is fore-
cast to decline to 9,983,000 in 2051,.
This indicates considerable stability in
the sense that the extreme values
over the whole period remain within
a margin of 2%.

According to Gresp, the total Bel-
gian population will develop from
9,947,782 in 1990 to 9,731,332 (the
first scenario) or 1,1,309,907 (the sec-
ond scenario) in2020.

The NIS predicts that immigration
will decline slightly between 1995
and 2050, from 61,086 to 60,000,

while emigration will rise from
50,385 to 57,133. This means that net
immigration will decline from 10,701-
units to 2,867.

We can therefore conclude that the
total population will remain broadly
stable until 20201.

Age distribution
As far as the population aged be-
tween 20 and 64 is concerned, the
Gresp prognosis suggests that it will
move from 6,002,600 in 1990 to
5,915,000 (the first scenario) or
6,450,000 (the second scenario) in
2020. ln most countries of the EU,
the working-age population rises in
both the first and the second scenar-
io. However, for Belgium, both sce-

narios agree on the fact that there
will be a clear ageing of the potential
active population: the ratio between
the 20-39 and the 40-64 age groups
decreases from 1.05 to 0.75 in2020.

The NIS predicts that the total pop-
ulation will age between 1995 and
2051: those younger than 40 years
decrease from 54o/o to 44'/' of the to-
tal population, while the oldest gener-
ation (80+) increases from 47" to
10%. Table 1 shows further details.
The proportion of those aged 60 and
older to those aged 20 ar,.d younger

1 According to the first scenario, 250,000 mi-
grants will immigrate into the twelve coun-
tries of the EU studied. According to the
second scenario, immigratron will reach
750,000.

Table 1: Total population by age group (in %)

1995 2057

0-19 years

20-39 years

40-59 years

6O-79 years

80 years and older

24.1,

30.0
24.6
77.5

3.8

20.8
23.5
23.9

22.L

9.7

Total 100.0
(10,130,s74)

100.0
(e,e82,860)

Soarce: NIS.
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continues to increase, from 88% to
L53%. The ageing within old-age
groups (which is determined by the
proportion of 80+ to 60+) increases
from 18% to 31,"/,. The dependency
coefficient (which compares the 60+
and20- with the potential actives) in-
creases from 83% to 11L'/'. The age-
ing within the working-age popula-
tion (which compares the 40-59 with
the 20-39 age group) increases from
84% to 112% in 20L2, but then de-
clines to 102% in2051.

As a consequence of the baby
boom, the number of people aged20-
24 diminishes from 1995 onwards.
According to Gresp, all the Member
States of the EU will experience a de-
cline of 20''/, to 25% in the number of
active youngsters among 20-24 year-
olds between 1995 and 2000.

Table 2 shows that the three sce-

narios developed by Steunpunt WAV
predict a decline in the young (15-34)
and in the old (55-64) active popula-
tion in Flanders, and a strong increase
in the age group between 35 and 54
years old.

Labour supply
As far as the active population is con-
cerned, Gresp predicts on the basis of
its two scenarios - and without giving
precise figures in its report - that the
active population will remain broadly
stable over the longer term2. Howev-
er, it nuances this general observation
by saying that this forecast depends
centrally on a subtantial rise in female
participation rates. The active male
population will continue to fall.

The Planburaupredicts that the ac-

tive population will rise in the medi-
um term (2001) from 4,393,900 to
4,446,300 (= +52,400) units.

For Flanders, we base our analysis
on the three scenarios developed by
Steunpunt WAV. These three scenari-
os are as follows:
1. The activity rates between 1994

and 1999 develop in the same way
as they did between 1989 and
1994 (on the basis of data provided
by the NIS). The population data
are provided by CBGS3.

2.The activity rates between 1994
and1999 remain stable (on the ba-
sis of data provided by NIS). The
population data are provided by
the NIS.

3. A linear projection for Flanders of
the analysis made by the Planbu-
reau (f.or Belgium). In this model,
different elements are taken into
account, such as the development
of the working population in the
past, the changing age structure
and legal changes (such as the in-
crease of the minimum age for ear-
ly retirement).

In the three scenarios, the total active
population in Flanders rises between
1994 and 1999 by 115,000 (in the
first scenario), by 13,000 (second sce-

nario) and by 28,000 (third scenario).

On the basis of the different pro-
jections mentioned above, we can
conclude that in the medium term the
active population will increase by
52,000 units. In the long term, the ac-

tive population in Belgium will re-
main more or less stable. This conclu-

sion can also be drawn from the
prognosis made by ISMEA (see Fig-
ure 1), who also predict that the ac-

tive population will increase by
52,000.

Gender distribution
According to the NIS, the proportion
of men and women in the total popu-
lation will remain stable between
1995 and 2051-: 48.9% men and
51J,% women.

According to the projections made
by ISMEA, females will constitute a
majority in the labour market within
20 years. The activity rate of men will
decline from 65"/o in 1997 to 60Y" in
2015, whereas the activity rate of
women will rise from 48Y, Io 65"/".
This is illustrated in Figure 1.

The gender distribution derived by
Steunpunt WAV for Flanders is

shown in Table 3. The three scenarios
predict a relatively small increase in
the male active population. As far as

women are concerned, no clear pic-
ture emerges. The number given in
the first scenario is certainly exagger-
ated, because it is based on the strong
increase of female activity rates in the
period from 1989 to 1994. In the sec-

ond scenario, there is a slight reduc-
tion of the female active population,
while the two other scenarios show a
clear increase.

We can thus conclude that in the
long term the activity rate of men will
decline, while the activity rate of
women will rise significantly.

Labour demand and employ-
menuunemployment
Tlte Planbureau forecasts on the ba-
sis of its own calculations that em-
ployment will rise from 3,707,200
persons in 1997 to 3,800,000 in
2001-, i.e. an increase of 92,800 per-
sons. As the active population is fore-
cast to increase over the same period

2 In most countries of the EU, the active pop-
ulation will rise. The only exceptions are
Germany, Italy and Belgrum.

3 The Centre for Population and Family Stud-
tes (Cettttutrt aoor Beaolkmgs- en Geznts-
studtes - CBGS) has produced a forecast of
the development of the Belgran populatron
between 1995 and 2010.

Table 2: Change in the active population between 1994 and 1999,by age
group, in Flanders (absolute figures)

Age group
(years)

Scenario 1 Scenario 2 Scenario 3

1,5-1,9
20-24
25-29
30-34
35-39
4044
45-49
50-54
55-59
60-64

-1,,780
-26,392
-38,742
-3,838

+4L,176
+55,639
+37,L9L
+53,502

1,,441,
+39

+475

-24,520
44.797
-17,1,65
+22,90L
+30,326
+'1,6,738
+36,418
-6,0\9

-869

-41,500

-51,900

+119,500

+1,900

Total +115,354 +13,488 +27,900

Source: Steunpunt WAV
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Figure 1: Activity rates according to gender
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by 72,500. The number of elderly un-
employed will increase by 25,600,
due to (1-) the facilitation of entry into
a system especially created for elder-
ly unemployed (aged 50 and more)
who do not want to reenter the la-

bour market and (2) the pension re-
form, which involves an increase in
the retirement age.

Basic sectoral developments
According to the Planbureau, em-
ployment will decrease in industry up
to 2001, whereas it will increase in
the service sector. This increase is due
to several factors, including:

- the recovery of economic activity;
- the frequency of part-time work in

the service sector;

- the reduction of employer social
insurance contributions in services;

- the creation of supplementary
jobs.

This development is shown in Table 4
(p. 10).

Skills/occupational distribu-
tion
No forecasts of occupational distribu-
tion were found. However, we do
have information on vacancies and

by 52,400 units, unemployment will
fall from 639,800 to 599,400, a de-
crease of 40,400.

While the demographic projections
of the active population made by IS-
MEA are considered very reliable,
the unemployment forecast relies on
prognoses of both the activity rate
and employment. As far as the latter
is concerned, the basic scenario of
DGII has been chosen, which predicts
employment growth of 0.7% for all
the countries of the EU taken togeth-
er. This employment growth of 0.7%
is assumed for Belgium. The main
purpose in the analysis of ISMEA
consists in bringing forward indica-
tive tendencies in the future. It is in
the light of this that the projections
for a negative unemployment rate -
which would happen in approxima-
tively 50% of the 150 European re-
gions in 201,5 - have to be under-
stood. These negative unemployment
rates are not to be interpreted as ab-
solute numbers; they merely show
the relative importance of the chang-
es in comparison with the (postive)
rates of other years. As is shown in
Figure 2, the unemployment rate in
Belgium will decline (from 10% in
1996 to -7'/. in2015).

Both in the medium-term and in
the long-term projections, a decrease
is expected in Belgian unemploy-
ment. According to the Planbureau,
the number entitled to full employ-
ment benefit until 2001 will decrease

Table 3: Difference in the active population between L994 and L999,by
gender, in Flanders (absolute figures)

Scenario 1 Scenario 2 Scenario 3

Men +3,393 +14,844 +9,900

Women +111,961 -1,,356 +18,100

Total +115,354 +13,488 +27,900

Source: Steunpunt WAV.

Figure 2: Unemployment rates from 1983 to 2015
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key occupational groups for the years
1990-95 (see Table 5). On the basis of
these data, we can predict further
growth in white-collar jobs and a de-
cline in manual labour functions in the
near future (which can be explained
partly by the decrease in industry).

Contractual arrangements
According to Gresp, the traditional
type of contractual arrangements
(full-time permanent contracts) will
become increasingly rare in Belgium.
The incidences of part-time work and
irregular working hours, by contrast,
will expand.

When we look at the development
of part-time work in the last ten years
(see Table 6), we see that the propor-
tion of male workers working part-
time has risen (from L.8"/. to 2.8%).
The proportion of female part-time
workers has grown in the same period
from 23.2o/, to 29.8'/,. We can fore-
cast on the basis of these data that
part-time work will continue to gain
in importance in the future.

With respect to the changes in
fixed-term contracts, it can be ob-
served that the percentage of these
contracts increased from 5% in 1988
to just 5.1-Y, in 1994 (Delsen 1997).
This suggests that the number of
fixed-term contracts may grow slight-
Iy in the future, but not as much as is

sometimes supposed.

Conclusion
The increase in the dependency coef-
ficient and the ageing of the potential
active population indicate that special
attention should be paid to the situa-
tion of older workers. The govern-
ment can take several steps to retain
them in the labour market for longer,
such as:

- organise information campaigns in
order to combat age stereotypes in
the labour market;

- prohibit age criteria in recruitment;

- make the temporary employment
agencies, the outplacement bu-
reaus and the services for unem-

ployment and professional training
more accessible to older workers;

- give subsidies to older workers
who stay in the labour market and
whose situation is threatened;

- reduce the use of the "bridging
pension", which enables older
workers to leave the labour market
for good and to receive financially
attractive allowances.

Regarding the growth of the service
industry (with its above-average pro-
portion of women workers) and the
increase of the female active popula-
tion, more measures should be taken to
facilitate the reconciliation of family
responsibilities and working life. The
easiest way to achieve this lies in the
expansion of the so-called "career
break", which enables workers to
leave the labour market for a limited
period and to receive an allowance.
This would facilitate the recruitment of
women who, in most cases, are respon-
sible for caring for young children.

The resources saved by abolishing
the "bridging pension" (cost = BEF
400,000/person), would make it pos-
sible to expand the "career break
programmes" (cost = BEF 100,000/
person) and to follow a policy which
is oriented more towards active la-
bour market measures, such as train-
ing: as the inflow of youngsters (20-
24) into the labour market will be re-
duced, special attention should be
paid to the integration of new tech-
nologies for all of the working popu-
lation. If more money were allocated
for the training of older workers, this
would also strengthen their labour
market position in the future.

Until recently, the weakest posi-
tion on the labour market was occu-
pied by low-skilled female workers. It
is possible that this will change in the
future. Although the long-term fore-
casts predict a net decrease in unem-
ployment rates, it can be imagined
that some low-skilled male workers
will encounter certain problems in
finding a (new) job in the coming
years. This is due to three factors: the
increase in skill requirements, the de-
cline of industrial employment (and
thus of typical male jobs) and the em-
phasis that the government is putting
nowadays on the creation of new jobs

Table 4: Employment by sector, 1996 and 2001 (in thousands)

1996 2001 Evolutron

Enterprtses
- Agriculture
- Industry
- Building and construction

- Services

3,06s
94

709
237

2,026

3,174
9L

686
247

2,750

+109

-3
_23

+10
+124

Pubhc sector 627 626 -1
Total employment 3,693 3,800 +107

Source: Planbureau

Table 5: Vacancies and key occupational groups (in %)

1,990 1991, 1,992 t993 1994 1995

Speciahsed L6.3 17.3 1,6.7 17.7 1,6.7 18.0

Administrative 12.3 10.9 1-1.0 11,.1, 1,0.7 11.3

Commercial 6.7 6.4 6.5 7.0 8.6 9.9

Servrcing t6.5 17.3 1,6.6 75.7 76.7 1,6.1,

Manual labour 48.8 48.2 49.2 48.5 47.9 44.5

Source: Denys (1997).

Table 6: Proportion of employees working part time (in %)
1985 1,990 1995

Men 1.8 2.2 2.8

Women 23.2 29.3 29.8

Total 9.3 12.6 13.6

Source: Eurostat, Labour Force Survey.
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in domestic services (which are large-
ly performed by female workers).

Jan Denys & Peter Simoens

Selected bibliography
Coomans, G. (1996): Analyse des effets du
ghssenrent demographtque rur I'offre de tra-
aail et le ch6mage dans les rdgtons de l'Unron
europderute (1995-2015). Paris: ISMEA, De-
cember 1996.

Delsen, L. (1997): "Flexibilisering van de ar-
beid in Europa." In: Tijdschrift ztoor Arbetds-
ara agstukken, 13, no. 1.

Denys, J. (1997): Effects of deregulation in
placement actruihes m Belgurm. Leuven:
HIVA.
Eurostat: Labour Force Suraey.

Federaal planbureau (1997): Econonusche
u o ontitzrchten 1 9 97 -20 0 1, April 1997 .

Feld, S. (1996): Perspechoes pour 2020 en Eu-
rope de I'doolutron ddnrcgraphique, de l'offre
et de la demande de traoail et de l'immt-

gration. Working paper no. 24, February
1996. Universit6 de Lidge, Facult6 d'6co-
nomie, de gestion et de sciences socrales,
Gresp (Groupe de recherche 6conomique et
socrale sur la population).
Natronaal Instituut voor de Statistiek: Beaol-
mgsa o o ruizichten 1 99 5-20 5 0.

Simoens, P., J. Denys & L. Denolf (\997): Hoe
zueraen bedrijaen m Belgte? Leuven: HIVA.
Steunpunt Werkgelegenheid-Arberd-Vor-
ming: De arberdsmarht m Waanderen, Jaat
boek 1996.

Denmark

Labour market forecast-
ing in Denmark

Labour market forecasts in Denmark
are produced by several institutions
using different methods and models.
This section gives an overview of the
main types of forecast.

Macroeconometric models

Denmark has a long tradition of
quantitative macroeconomic fore-
casting dating back to the construc-
tion of two large-scale macroecono-
metric models in the early 1970s. The
Annual Danish Aggregate Model
(ADAM) was developed and is main-
tained by Statistics Denmark; it is
used by a number of government
agencies and also by private organisa-
tions and firms (e.g. banks). The Sim-
ulation Model of the Economic Coun-
cll (SMEC) is used by the influential
chairmen of the independent, semi-
official Economic Council to produce
their biannual forecasts. The National
Bank of Denmark also runs a macr-
oeconometric model.

Disaggregated models
In recent years, the traditional macr-
oeconometric approach has been sup-
plemented by disaggregated models.
One line of work has been to combine

the macroforecasts of labour demand
from ADAM or SMEC with input-
output models giving a detailed distri-
bution of labour demand by sector
and educational background. Com-
bined with forecasts of the labour
force disaggregated by educational
Ievel, such exercises provide forecasts
of possible mismatches on different
segments of the labour market. An
example of such a forecast from the
Institute of Local Government Stud-
ies is presented in the following sec-
tion.

Another disaggegated model de-
veloped by the Department of La-
bour (RIMO) is used to forecast la-
bour market developments at the re-
gional level. The RIMO model is basi-
cally an accounting framework with
limited theoretical content.

A further dissaggregated approach
has followed the international trend
towards . disaggregated empirical
models based on neoclassical micro-
economic theory (empirical general
equilibrium models). Such models are
being developed by the Ministry of
Business and also by various research
institutions. They are, however, still
at the experimental stage.

Scenarios
A third approach has been to use sce-
nario techniques to "paint a picture"

of future labour markets. Typically,
such scenarios not only focus on the
labour market, but also look at broad-
er economic, social and political de-
velopments. In some cases, this tech-
nique has been applied to labour mar-
ket and industrial development at the
sectoral or regional level (e.g. Pile-
gaard Jensen et al. 1997). The con-
cept of scenarios is sometimes com-
bined with more quantitative ap-
proaches to labour market forecast-
ing, as for instance in the long-term
forecasts of the Ministry of Finance
discussed below.

Surveys
This methodology is applied in sever-
al ways. Firstly, in order to generate
short-term (one-year) forecasts of la-
bour market development at the re-
gional level, the regional labour mar-
ket boards collect information from
local firms in a more or less formal
manner. Such forecasts are now pro-
duced every quarter.

The Department of Labour is pres-
ently refining this forecasting system
in order to include panels of firms in a
more systematic fashion and to com-
bine the results derived from surveys
with those from other techniques (e.g.
structural analysis and scenarios).

Apart from this more systematic
use of surveys, a number of examples
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can be found of future-oriented re-
search projects which collect informa-
tion from employers, employees, la-
bour market organisations or inde-
pendent experts in order to detect im-
portant qualitative long-term trends
on the labour market.

lmportant trends on the
Danish labour market
What then are the most important
trends on the Danish labour market,
as viewed by the numerous forecast-
ers? This section gives an overview
based on recent reports.

The medium term

One of the outputs of the macroeco-
nometric simulations is, of course,
forecasts of labour market develop-
ments. A recent example of a medi-
um-term forecast based on ADAM
from the Ministry of Finance is found
in Figure 1. It covers the period until
2005.

The forecast is for a positive de-
velopment on the Danish labour mar-
ket in the medium term. The labour
force is expected to increase from
2,805,000 persons in 1,997 to
2,950,000 persons in 2005. Total em-
ployment will increase to an even
greater extent, from 2,570,000 per-
sons in 1997 to 2,785,000 persons in
2005. Most of this increase is expect-
ed to be in the private sector, with
public employment growing by just
64,000 persons. As a result, regis-
tered unemployment (the difference
between total employment and the
labour force) is expected to fall from
235,000 in 1997 to 165,000 in 2005
(or from 8.4"/" to 5.6% of the labour
force). This forecast of course rests on
a number of critical assumptions con-
cerning the underlying factors behind
the supply and demand for labour.
This will be discussed in greater detail
in the following section.

Both ADAM and SMEC are based
on the Tinbergen tradition in macr-
oeconometric modelling. Thus, they
are founded in Keynesian macroeco-
nomic theory, where changes in de-
mand determine production and em-
ployment in the short run. In the me-

dium and Iong term, the behaviour of
the models is influenced by feedbacks
from the labour market, where the
level of unemployment determines
wage growth and leads to changes in
international competitiveness. Also,
the dynamics of investment and pro-
ductivity growth influence the long-
term properties of the models.

The labour force and employ-
ment by age and gender

The forecasts of Danish population
and labour force trends have changed
dramatically in recent years. Only a

few years ago, both were forecast to
diminish from the late 1990s and into
the first decades of the next century.
In the most recent forecasts, howev-
er, the total population is expected to
rise from 5.2 million in L996 to 5.5
million in2025. The main reasons for
this change are an expected increase
in fertility and growing immigration;
these expectations are based on new
evidence from the early 1990s.

Consequently, the labour force
will grow until2005 and then remain
almost constant. At the same time,
the age composition of the labour
force will change. The number of old-
er persons (over 50 years) will in-
crease by 40Y", while the middle-
aged will decline as a share of the to-

tal population. During the forecasting
period, the difference between the ac-

tivity rates of men and women is ex-
pected to narrow even further from
the present gap of 7 percentage points
to 3 percentage points.

The growth in the labour force will
also be influenced by the number of
persons in early retirement pro-
grammes and leave schemes. Such
programmes have been very popular
in recent years. As a result, the work
force is expected to fall as a share of
total population from 55"/" today to
approximately 53% in2025, thus in-
creasing somewhat the economic
burden on the active population. If
the popularity of early retirement
schemes remains unchanged com-
pared to the present situation, this
burden may increase even further.

Sectoral developments in the
medium term
The medium-term forecasts for secto-
ral employment follow the well-
known historical patterns (cf. Table
1). Private and public services will
continue to be the driving forces in
job creation due to the high income
elasticity of services and the presuma-
bly lower productivity growth in
services compared to other sectors.
As shown below, the long-term secto-

Figure Lr Forecast to 2005 by the Danish
teg6)
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Table 1: Forecast of sectoral distribution of employment, 1995-2005

\995 2005 Change

1995 to
2005
(%)

1,000
persons

Share

(percentage)
1,000

persons

Share

(percentage)

Agriculture
Manufacturing
Construction
Private services
Public sector
Miscellaneous

1L6
512
1,69

939
765

1L

5

20
7

37
30

0

109
532
1,97

1,083
853

1L

4

\9
7

39
31

0

-6
3

17
15
12

0

Total employment 2,512 100 2,785 100 11,

Source: Author's calculations based on Ministry of Finance (1996), Table 9.9.

ral demand for labour will depend
very much on the overall pattern of
economic growth.

The demand for skills
The question of the demand for dif-
ferent skills can be discussed at two
Ievels. First, one may point to the
general consequences for employ-
ment of technological change and
new kinds of management and work
organisation. One such effect is the
ongoing shift in the structure of la-
bour demand, generating risks of mis-
match problems and - probably - a
trend towards reduced demand for
Iow-skilled labour. Furthermore, the
kind of qualifications demanded are
moving away from job-specific and
narrow formal skills towards broader,
informal and personal qualifications
like flexibility, language knowledge,
ability to cooperate, etc. These chang-
es are seen as general and fundamen-
tal tendencies which - though difficult
to quantify - are relevant for all sec-
tors of the economy and also closely
related to the basic nature of the new
information technologies (cf. Csonka
1e97).

At a second and more specific lev-
el, the forecasters attempt to identify
the differences in labour demand that
result from different growth patterns
of the economy. These forecasts are
focused more on formal educational
qualifications. Table 2 presents an ex-
ample of such a forecasting exercise
based on a combination of macroeco-
nomic forecasts and a disaggregate
model describing the demand for and
supply of persons with different edu-
cational backgrounds.

Two points can be made from Ta-
ble 2. Firstly, while the base scenario
assumes only a slight increase in
overall unemployment, the relation
between the unemployment rates of
the different groups will change, re-
flecting the trend towards an increase
in the generel level of skills demand-
ed. Therefore, the unskilled are ex-
pected to face a worsening unem-
ployment situation over the next 15
years.

Secondly, both general unemploy-
ment and unemployment among the
individual groups will in the long run
depend on the structural changes in
the economy. In the service scenario,
the public service sector is expected
to grow much more rapidly than in
the base scenario. This lowers aver-
age unemployment to about 3"/",but
only halves the unemployment of the
unskilled. On the other hand, severe
shortages of employees with further
education arise due to the increased
need for doctors, teachers, nurses,
etc. Thus, not only the general level
of unemployment, but also the mix
and level of skills demanded depend
heavily on the assumptions about the

future composition of demand for
goods and services.

Trends in working time and
working conditions
Both the standard working hours set
by collective agreements and actual
working hours have fallen steadily
over the last decades (cf. Figure 2).

Since the beginning of the L970s,
the fall in actual hours has levelled
out somewhat and is now declining at
an average annual rate of about
0.5 %. The share of part-time workers
in1995 was26%" overall and 10% for
women and men respectively. For
men, the incidence of part-time work
has increased slightly during the last
decade, while the share for women
has fallen from 36o/o in 1984 to its
present level of L0%.ln 1995,7''/" of
female and 20Y" of male workers
worked more than 40 hours per
week. Most forecasters expect aver-
age annual hours to continue their
gradual fall over the coming years. At
the same time, more flexible working
arrangements like tele-working are
expected to become more wide-

Table 2: Unemployment rates by educational level (percentage) for two
different scenarios, 1996 and20LO

Educational level
1996 2010

Base scenario Service scenario

Unskilled
Skilled
Further education (short)
Further education (medium)
Further education (long)

12.9
7.9
4.8
3.1
4.3

18.0
10.6
5.9
2.6
3.9

6.7
2.t

-1,.1,

-2.6
-1,.4

Total 8.2 10.8 2.9

Source: Groes et al. (1996\, Table 6.1 and 6.2.
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Figure 2: Standard annual hours and actual average working hours in
manuf acturing industry, 19 48-199 5
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scenario except that the increase in
production is due to private con-
sumption through a lowering of in-
come taxes.

Comparing the employment levels
and the distribution of employment
by sector again underscores the sen-

sitivity of employment forecasts to
the assumptions made concerning

the overall structure of the economy.
In the leisure scenario, total employ-
ment will fall drastically, while the
two other scenarios show stable total
employment, although with clear dif-
ferences in the sectoral distribution
(and required skill mix). Also the lat-
ter two scenarios are based on the
assumption of a gradual decline in
structural unemployment to a level
of around 5%.lf this reduction is not
accomplished, the employment levels
assumed in these scenarios will be-
come unrealistic due to the high risk
of inflationary wage pressure.

Policy considerations
The forecasts discussed in the previ-
ous sections are, of course, related to
an ongoing debate concerning the
need for policy action caused by the
different prospects for the Danish
economy and labour market. In this
context, the line of causation often
goes both ways in the sense that
forecasts are in many cases put on
the agenda with the implicit aim of
promoting specific political strate-
gies.

In the current Danish debate, some
focal political issues connected with
the forecast trends on the labour mar-
ket are:

- The question of whether it will be
possible to reduce structural unem-

spread. Finally, the total supply of
working hours will be heavily influ-
enced by the popularity of the vari-
ous early retirement and leave
schemes which have been introduced
in recent years.

A forecast to the year 2030

Many of the points discussed above
may be summarised by presenting the
latest long-term forecast published by
the Ministry of Finance (cf. Table 3).
Here, three macroeconomic scenarios
to the year 2030 are simulated.

- a leisure scenario with a gradual
fall in annual working hours and a
lower retirement age; also structur-
al unemployment is assumed to
stay at a high level of approximate-
ly 9.5%;

- a seraice scenario with constant
working hours and a lowering of
both structural unemployment and
the number of persons on transfer
income; the resulting increase in
productive capacity is allocated to
an increase in the public service
sector and investment in infra-
structure;

- a tax-relief scenario based on the
same assumptions as the service

Table 3: GDP per capita and employment in three scenarios for the Dan-
ish economy until2030

GDP
per

capita

Employ-
ment

Private
service

Public
sector

Other
sectors

1,000
1-995 DKK

1,000

Persons

Share of total employment
(percentage)

1995 l-60 2,509 37.4 30.s 32.1,

Leisure scenario
2005
2020
2030

179
198
21,5

2,569
2,428
2,375

37.7
38.2
38.6

31.5
36.0
38.3

30.8
25.8
23.7

Tax-relief scenario
2005
2020
2030

202
258
294

2,808
2,833
2,799

38.6
47.3
42.3

30.1
31.0
32.5

31.3
27.7
25.2

Service scenario
2005
2020
2030

202
253
287

2,829
2,836
) '70)

37.5
39.3
40.3

3t.9
34.6
35.8

30.6
26.1
23.9

S ource : Ministry of Finance (199 6), T ables 2.4.2 and 2.4.4.
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ployment to the extent that a much
lower level of unemployment - as

is assumed in some forecasts - will
be feasible from a macroeconomic
point of view. This discussion is of
course closely tied to the debate on
active labour market policy and so-
cial policy. Will it be possible to re-
duce marginalisation and long-
term unemployment from the high
level of the 1980s and 1990s? Fur-
thermore, the level of unemploy-
ment will depend on the competi-
tive position of Danish workers
vis-d-vis the emerging new market
economies in Eastern Europe.

- The pensrcn debate, which is relat-
ed to the growing economic bur-
den placed on the economically ac-
tive part of the population by the
increase in the number of persons
outside the labour force. This rise is
caused not only by demographic
factors but also by the popularity
of the early retirement and leave
programmes and by the rising
number of adults receiving other
forms of transfer income (including
social pensions).

- The need to stimulate lifelong
learning and education in a situa-
tion where the age composition of
the work force will imply a grow-
ing share of older and middle-aged
workers.

- The risk of mismatch problems
caused by shortages of qualified la-
bour. Several observers have point-
ed to the lack of incentives to un-
dertake further education caused
by the combination of a limited
wage dispersion and high marginal
income taxes. This problem is exac-
erbated by the fact stressed above
that the composition of the demand
for labour is strongly dependent on
the actual growth pattern of the
economy and therefore also on the
political choices made between
growth in the private and the public
sector.

The final fundamental point which
should be made concerning the Dan-
ish forecasts is thus that there is a

growing awareness of the fact that
forecasts which go beyond the short
term should be seen more as possible
scenarios for the future of the Danish

economy. Such scenarios should then
act as inputs into the political debate
on how one should try to influence
the actual shape of the economy and
labour market in the future. Here, the
latest forecasts from the Ministry of
Finance are clearly intended to act as

inputs into the political debate on the
future of the Danish model of the
welfare state.

Per KongshojMadsen
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Germany

Labour market prognoses
in Germany
For many years now employment and
unemployment trends have been
forecast in Germany in the form of
short-, medium- and longer-term
prognoses. Among the short-term
prognoses, the annual macroeconom-
ic forecasts by the Council of Econom-
ic Experts (Sachoerstrindigenrat) and
the twice-yearly prognoses by the six
leading German economic research
institutes are the best known and the

most influential. These consist prima-
rily of analyses and prognoses of eco-
nomic developments, but they also in-
clude quantitative prognoses of em-
ployment and unemployment with a

time horizon of one to two years. The
IAB (Institut fiir Arbeitsmarkt- und
Berufsforschung) supplements the
short-term business cycle prognoses
with annual labour market forecasts
that consider demand and supply
trends on the Iabour market in detail.

Medium-term prognoses with a
time horizon of five years are pub-

lished relatively seldom in Germany.
Apart from medium-term prognoses
produced by individual research insti-
tutes on request, the most important
source are the official government
projections of macroeconomic devel-
opments in Germany (cf. Bundesmi-
nisterium fiir Wirtschaft 1997).
These, too, are forecasts of economic
developments that contain informa-
tion on employment and unemploy-
ment in west and east Germany.

A large number of long-term prog-
roses with a time horizon of ten years
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and more have been made for Ger-
many. These cover both demographic
developments and labour supply and
employment/unemploymentl.

Among the demographic prog-
noses, the central role is played by
those calculated by the Federal Statis-
tics Office (coordinated between vari-
ous governmental institutions), as

they form the basis for many official
calculations and decisions. The most
recent coordinated demographic
prognosis published, the eighth, con-
tains three different variants that dif-
fer primarily with respect to the extent
of immigration (Sommer 1994). The
prognoses contain data to the year
2040, drfferentiated by age and gen-

der, and split between west and east
Germany. Besides this, longer-term
demographic prognoses are published
by a number of other institutions:

- Bundesforschungsamt fiir Landes-
kunde und Raumordnung (Buch-
ner et al. 1994);

- Deutsches Institut fur Wirtschafts-
forschung (DIW), Berlin (Schulz
lee5);

- Institut der deutschen Wirtschaft
(Hof 1994);

- Institut fdr Bevolkerungsforschung
und Sozialpolitik (Birg & Floth-
mann 1993);

- Prognos AG (Prognos 1993, L996).
The supply of labour is also the subject
of forecasts. The most important la-
bour supply prognoses include those
by,

- Deutsches Institut fiir Wirtschafts-
forschung (DIW), Berlin (Gornig et
aL.1997);

- Institut fur Arbeitsmarkt und Be-
rufsforschung (IAB) (Thon L991);

- Institut der deutschen Wirtschaft
(Hof 1994).

These forecasts are usually closely
linked to the demographic forecasts
published by the institution in ques-
tion and have a time horizon up to the
year 2010 or longer. They are differ-
entiated by age and gender and most
also distinguish between east and
west Germany. The forecasts of the
IAB also cover potential labour sup-
ply, which includes, in addition to
those in employment and registered
unemployment, those people who
would be interested in taking up em-

ployment under more favourable
economic conditions (hidden unem-
ployment).

Of the specific employment and la-
bour market prognoses, the long-
term forecasts by the IAB play a cen-
tral role (Klauder 1990). The esti-
mates for west Germany are based on
an econometric model (SYSIFO); for
east Germany, a simpler quota model
is used. In addition, the IAB has pub-
Iished the results of structural fore-
casts on activity-specific and qualifi-
cation-specific labour demand to the
year 2010 (Tessaring 7994), devel-
oped in cooperation with Prognos
(Prognos 1989). Occupation-specific
prognoses, on the other hand, are not
available in Germany.

The most important
trends
Med ium-term developments

In its medium-term forecasts, the fed-
eral government assumes that the cy-
clical recovery will strengthen from
1998 (Bundesministerium fiir Wirt-
schalt L997). It posits average real
GDP growth of 2.5% per annum and
employment growth of 0.25% per an-
num between1997 and 2001. This is
based on the transmission mecha-
nism: exports, investment, employ-
ment and rising private consumption.
It is assumed that GDP growth will
average between L.5"/. and 2'/, in
west Germany, whereas the progno-
sis for east Germany is based on an-
nual growth of 3%. This leads to a

rise in employment of almost 300,000
by the year 200L. A fundamental
change in the labour market situation,
not to mention a halving of unem-
ployment, cannot be expected on the
basis of this forecast.

Long-term demographic
trends
All the recent demographic prognoses
expect a further increase in the resi-
dential population of Germany to the
turn of the millennium. The forecasts
for the year 2000 range between 8L.7
million (Birg & Flothmann 1993) and
84.1 million (Buchner et al. 1993),
compared with an initial level of 81.3

million inL993.In the following peri-
od (to the year 2010) a turnaround in
the population trend is expected by
the majority of forecasts, marking the
start of a continual decline in popula-
tion. To the year 2040, a fall to be-
tween 68 and 77 million is forecast by
the eighth coordinated population
prognosis by the Federal Statistics Of-
fice (Sommer L994). Some other prog-
noses expect an even sharper decline.
Up to the year 20L0, the population
trend is determined largely by sub-
stantial immigration: over the period
1996 to 2010 net immigration of be-
tween 3.2 and 5.9 million is expected.
In the subsequent period (to the year
2040), on the other hand, it is the ris-
ing number of deaths against the back-
ground of consistently low birth rates
that dominates developments. The
differences between east and west
Germany regarding birth rates and life
expectancy are assumed to disappear.

Labour supply
According to calculations by the
DIW, the supply of labour will rise to
the year 2010 by almost one million
to 41-.4 million (Gornig et al. t997).
This is largely owing to rising partici-
pation rates among women in west
Germany, whereas for east Germany
a decline in the until now very high
participation rates is expected. Simi-
lar projections were made by the IAB
in its 1991prognosis (Thon 1991). In
the period to the year 2010, the age-
ing of the population will affect the
supply of labour. Whereas the eco-
nomically active population below
the age of 40 will decline by 4.7 mil-
lion, the figure for those over 40 will
rise by 5.6 million.

Employment and unemploy-
ment

In its most recent long-term progno-
sis, the DIW compared economic de-

1 The following is restricted to those prog-
noses which, as rndependent publications,
provrde a comprehensrve descriptron of the
prognosls results. Excluded, on the other
hand, are all those prognoses developed for
specific purposes (e.g. transport and con-
struction forecasts, pension prognoses), al-
though some of them rnclude forecasts of
the labour market.
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velopments in two economic-policy
scenarios (Gornig et al. 1997). In the
"integration scenario", which is
based on favourable and stable global
economic development and assumes
a high degree of adjustment flexibility
on the part of the German economy,
a favourable impact on employment,
which grows by around three million
to the year 20L0, is expected (Table
1). Labour supply will also increase,
though, and to a certain extent jobs
will be taken by those currently in
hidden unemployment. In the "re-
striction scenario", which is based on
Iess favourable global economic con-
ditions and takes a more pessimistic
view of German competitiveness, un-
employment will remain at its current
Ievel of around 4 million for the fore-
seeable future. The slight increase in
employment of around one million
will be offset by the growth of labour
supply. In its most recent long-term
prognosis for Germany as a whole,
the IAB predicts employment growth
of between 3.3 and 3.7 million to year
2010 (Klauder 1995). According to its
calculations, this would have a posi-
tive impact on unemployment of a

similar order of magnitude.

Skill structure
In the most recent structural projec-
tion for west Germany presented by
the IAB and Prognos in 1-994, it is
again underlined that the service ori-
entation will increase and that from
this jobs will demand higher qualifica-
tions from the labour force (Tessaring
1994). For the year 20L0 it is expect-
ed that three-quarters of the labour
force will be required to have initial
or further vocational training and a

further 17Y, to 18% a university or
polytechnic degree. Jobs not requir-
ing completion of formal training are
likely to decline to around 10% of the
total. In contrast to the most recent
actual trends, this projection assumes
rising demand for workers with initial
practical or practical-technical train-
ing. The spectrum of functional activi-
ties will shift from production-orient-
ed activities and primary services
(such as trade, sales and office activi-
ties) to secondary services (such as

management, organisation, consul-
tancy and information).

Conclusions
The high and persistent level of un-
employment is one of the longest and
best forecast social problems in Ger-
many. As far back as the first half of
the 1970s, the IAB published data im-
plying that unemployment would
soon rise. Despite the many unex-
pected developments, such as the cre-
ation of the European Single Market
or German unification, these prog-
noses have been broadly confirmed
by real developments. Yet prognoses
have had little impact on economic
policy decisions and have failed to
stimulate a sustained fight against un-
employment. In view of this, more re-
cent employment prognoses do not
limit themselves to predicting the
continuation of labour market dise-
quilibrium in the future, but rather at-
tempt, by means of policy simula-
tions, to elaborate proposals for an ef-
fective employment policy. The IAB
has proposed a bundle of measures
involving moderate wage growth,
cuts in social insurance contributions,
working-time reduction and fiscal
consolidation, calculating that this
could increase employment in Ger-

Table L: Long-term employment and labour market forecasts according to DIW scenarios (in thousands)

1,991 1994

2010

Integration
scenario

Restriction
scenario

Domestic employment
Cross-border commuters
German nationals in employment
Potential labour supply
Excess supply
registered unemployment
hidden unemployment

Memo items:
Unemploymentrate in 7"
West Germany
East Germany

Real GDP growth in o/" p.a.1, 3

West Germany
East Germany

Productivity rate in Y" p.a.z 3

West Germany
East Germany

36,511,

-53
26,564
41,081

4,5L7
2,602
1,,91,5

6.6
5.5

70.7

34,959
4

34,955
41.,824
6,869
3,697
3,172

9.6
8.3

14.8
1.3
0.8
7.5
2.8
1.4

13.3

37,925
155

37,770
42,794

5,024
2,759
2,266

6.8
6.2
9.1,

2.3
1,.9

5.5
1.8
'1.4

4.8

36,02s
L25

35,900
43,036
7,136
3,867
3,269

9.7
9.0

12.8
1.5
1.3
3.7
1.3
1.0
3.8

1

2

3

At west/east German prices respectively.
GDP per gainfully employed.
Annual average changes.

Source: DIW (1997)
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many as a whole by 2.5 million to the
year 2005 (l(auder et al. 1996). The
ifo Institute considers that a sustained
reduction in public spending as a

share of output is a necessary condi-
tion if the employment situation is to
improve. In its view, a cut in public
spending by DM 50 to 60 billion is

necessary in order to reduce the un-
employment rate to 5% within five
years. The so-called Berlin Memoran-
dum, on the other hand, expects last-
ing employment effects in particular
from further cuts in working time
(Bartsch 1997).

Although they accurately de-
scribed the problem, prognoses, par-
ticularly long-term prognoses, are to
a large extent determined by past
trends, and therefore have difficulty
in coping with structural discontinui-
ties. To the extent that can be deter-
mined at the present juncture, analy-
ses of the accuracy of growth and em-
ployment prognoses show that even
after unification Germany's growth
potential was frequently exaggerated
and the growth of labour supply un-
derestimated (Ratzenberger, forth-
coming). Thus long-term prognoses
consistently prove incorrect when
economic parameters change mark-
edly, such as inevitably occurs over
longer periods. Such changes must be
expected in future given the expan-
sion of the European Union and on-
going globalisation. Consequently,
most long-term prognosis are subject
to the restrictive conditions of a

number of status quo assumptions.
On the other hand, this in no way re-
stricts the central and continually re-
peated message of labour market
prognoses regarding the necessity of
orientating economic, labour market
and incomes policy towards employ-
ment needs.

Kurt Vogler-Ludwig
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Greece

lntroduction
All the existing forecasts about labour
market indicators are at a high level
of aggregation. The Greek economy
and labour market face the prospect
of undergoing significant changes in
the near future due to pressures from
international competition, rapid tech-
nological advances and restructuring
policies. Moreover, significant effects
are possible from unforeseen political
and economic developments in neigh-
bouring countries. Therefore, the
margins of error in making medium-
and long-term forecasts about labour
market trends are very wide. This
may be the reason why official organ-
isations in Greece have refrained
from making such forecasts at a level
of disaggregation that could allow
well-founded inferences about future
developments in particular sectors,
regions, occupations and skills.

Projections and forecasts
In the Greek Convergence Plan
1994-1999, the expected annual
rates of growth of population and of
the labour force from 1994 to 1999
are 0.5Y" and 0.6'/, respectively. Em-
ployment is anticipated to grow by a
constantly increasing rate, thus reduc-
ing unemployment to 7 .9Y. in L999.

On the basis of more recent fore-
casts (Ministry of National Economy
L997), the rates of growth of popula-
tion and labour force are anticipated
to be 0.5% andL.3%. respectively in
both1997 and1998. The labour force
participation rate will continue its
slow upward trend, increasing from
63.5% in 1996 to 64.6% in 1998.
Employment will grow by 1.5% in
1997 and 1.7'/, in 1998. As a result,
unemployment will decrease from
10.4% in1996 to 9.7"/" in 1998.

The Centre of Planning and Eco-
nomic Research (KEPE) has published
aggregate forecasts of the growth
rates of output and employment and
of the level of unemployment for the

period up to 2003 (Table 1). The fore-
cast was based on an assumed aver-
age annual growth rate of the labour
force of 1.3%. Somewhat more disag-
gregated forecasts are presented in a

KEPE study (KEPE 1996a) but they
only go up to 1998 or L999. Accord-
ing to these forecasts, the labour force
will grow by 25% in 1994-99. The
increase is expected to be distributed
unevenly among different regions,
with some of them experiencing sig-
nificant labour force losses. Unem-
ployment is anticipated to remain rel-
atively high due to strong foreign
competition, restructuring, restrictive
macroeconomic policies and further
reductions in agricultural employ-
ment.

Detailed projections of expected
changes in the supply of labour and
employment in different regions and
occupations are presented in a I(EPE
discussion paper (KEPE 1996b), con-
taining estimates of anticipated exit
and entry to the labour force during
the period 1991-2000. However,
these projections were based on the
assumptions of zero net migration, no
changes in labour force participation
rates and constant occupational struc-
tures and regional shares. These as-

sumptions limit the usefulness of the
results.

According to another study (La-
bour Institute of GSEE L996), em-
ployment will increase between 1994

and 2000, but unemployment will
keep rising since net job creation will
be lower than net additions to the la-
bour force. This study also includes
sectoral forecasts, but their results
have been questioned on account of a

serious problem with the data used.

Major trends
Because of the absence of systematic
econometric analyses and well-found-
ed disaggregated forecasts, the dis-
cussion of trends will be based on
general observations from an exami-
nation of relevant data and on infor-
mation from various reports and stud-
ies. On the basis of such evidence, the
following trends can be identified.

Changing age distribution of
the labour force
In recent years, there has been a con-
tinuous fall of the natural population
growth rate and a considerable in-
crease in immigrationl. Drastically
falling birth rates led to an ageing of
the population, a phenomenon ex-
pected to become more acute in the
coming years. As a result, there will
be a continuous drop in the propor-
tion of the population aged below 20

1 A large number of immigrants entered the
country illegally and are not recorded in the
statrstics.

Table 1: Forecasts of GNP, employment growth rates and the rate of un-
employment

Year Percentage change
of GNP

Percentage change
of employment

Rate of
unemployment

\996
1997
1998
1999
2000
200L
2002
2003

2.47
3.20
3.31
3.89
3.99
3.30
3.58
3.86

7.4
1.5
1,.4

1.5
1,.6

1.5
1,.4

1.5

L0.4
1,0.2
10.1

9.9
9.6
9.4
9.3
9.L

Source: Centre of Plannrng and Economic Research: Macroeconomic Model of Project
LINK, unpublished data.
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and a rise in that above 60. The age-
ing of the population is expected to
cause ageing of the labour force, par-
ticularly in certain regions which
have experienced significant out-
flows of prime-age persons. This has

serious implications for the supply of
labour, since it will reduce the scope
for renewing skills and updating
knowledge through the entry of
young people. Besides the effect of
demographic changes, the share of
people under the age of 24 in lhe la-
bour force is likely to keep decreasing
because of the greater time spent on
education or training.

Rising female participation
rates and employment,
continuation of their high
unemployment
The upward trend in women's labour
force participation rate is expected to
continue. Given that new jobs are ex-
pected to come mainly from services,
women's employment is likely to
keep increasing faster than men's.
However, because of the expected
rise in participation rates, unemploy-
ment among women is not likely to
fall significantly.

Declining activity rates of
men in older and younger
age brackets
Activity rates for men in the age

brackets 45-64 and 15-19 have fallen
considerably since the early 1980s.
For older men, the fall can be attrib-
uted to the drastic decline of agricul-
tural employment, the possibility for
many workers, particularly those em-
ployed in the public sector, to receive
pensions on various counts before
reaching retirement age, and the rise
in unofficial activity. Favourable ar-
rangements for early retirement have
also encouraged women's withdrawal
from the labour force, but because of
new entries their activity rates have
not fallen. Recent legislative changes
concerning retirement age and size of
pensions are expected to restrict early
withdrawal from the labour force and
stop the downward trend in older
men's activity rates.

The employment rates of people
aged 15-19 have been on a down-
ward trend independently of gender,
although the decline has been strong-
er for men. This trend can be attribut-
ed both to an increase in the time
spent on education and training and
to the rise in unemployment. The
continuation of this trend will depend
largely upon what will happen with
youth unemployment.

Slowly increasing employ-
ment and high rates of
unemployment

In the middle and late 1980s, the
growth rates of employment and the
labour force did not differ significant-
ly, so that unemployment fluctuated
within relatively narrow limits. In the
1990s, employment has grown less

than the labour force and in some
years decreased. Consequently, the
rate of unemployment has kept in-
creasing, reaching a record-high level
in 1996. Between 1985 and 1990,
long-term unemployment increased
to account for more than half of all
unemployment; in the period L990-
95, it stabilised at around this level in
relative terms.

The labour force is expected to in-
crease faster than the population be-
cause of a continuation of the upward
trend in women's participation rates
and a tightening of retirement condi-
tions (OECD 1996). According to
forecasts, employment is expected to
grow at a rate slightly higher than
that of the labour force and as a result
the unemployment rate will start a

slow downward trend (Table 1).
Future developments in the levels

of employment and unemployment
will depend to a large extent on what
will happen to the magnitude of unof-
ficial activity. There is no formal evi-
dence, but various indicators suggest
an upward trend of such activities in
recent years.

lncreasing youth unemploy-
ment

Since 1985, youth unemployment has
been increasing for both sexes. In
1995, the unemployment rates for
young men and women were 3.0 and

2.7 times higher respectively than the
rates for men and women as a whole.
Given that overall unemployment is
expected to be relatively high in the
coming years and that the levels of
knowledge and skills for most jobs are
constantly increasing, this trend will
not be reversed unless effective poli-
cies are applied to this end and signifi-
cant improvements in the existing ed-
ucational and vocational training sys-
tems are carried out.

Changes in sectoral employ-
ment

The drastic fall in the share of em-
ployment in agriculture and the sig-
nificant increase in the share of em-
ployment in services seem to be part
of a well-defined trend. This trend has

been much stronger for female than
male employment and is expected to
continue.

Employment in industry increased
slightly during 1985-1990, but start-
ed falling in the 1990s. Its share of to-
tal employment fell from 25.7Y" in
1985 to 23.2% in 19952.In the case

of men, the decrease was gradual,
while women experienced a small in-
crease in 1985-1991 and a sharp fall
after 1992. ln L995, these shares
were far below the EU averages, par-
ticularly for men. Taking into account
the structure of industrial activity, the
prospects of different sectors, the rap-
id technological advances and the
need for further restructuring, we
cannot anticipate a significant in-
crease in the level or the share of em-
ployment in the industrial sector as a
whole. If the size of unofficial em-
ployment declines, it will expand offi-
cial employment in this sector, but
this may be offset by a loss of jobs
from modernisation and restructur-
ing. According to forecasts, employ-
ment in manufacturing may stabilise
around its present level or follow a

slow downward trend.
Employment in services has been

on an upward trend. Its share of total
employment increased from 45.4"/" in

2 To ensure comparability with other EU
countries, the data used in the drscussron of
trends come - unless otherwise stated -
from the European Commission (1,996a,
pp.1,47-1,62).
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1985 to 56.4% in 1995. The expan-
sion of public-sector employment ac-
counts for part of this increase, but
there have been other significant
sources of growth as well. During
L985-1995, the rate of growth of
women's employment in services was
more than double that of men. This
sector's share of total women's em-
ployment increased from 45.6% in
1985 to 62.2% in1995.

All the evidence indicates that eco-
nomic activity and employment in the
country tend to depend increasingly
upon services and that this sector will
become the main source of new job
creation in the future. Faster growth
is anticipated in health, tourism and
recreation, trade, transport and com-
munications, and repair and servicing
of electric and electronic appliances
and installations. The upward trend
of employment in the public sector is
not expected to continue, nor that in
finance, insurance or real estate, due
to consolidation after years of rapid
expansion and because of automa-
tion.

Slowly decreasing importance
of self-employment
With the decline of agricultural em-
ployment and other structural chang-
es, the importance of self-employment
has been slowly declining. However,
Greece continues to have the highest
proportion of the self-employed
among all EU countries. In view of an-
ticipated structural changes and the
high starting point, we can expect an
acceleration of the downward trend of
this proportion, particularly if there is
a fall in unemployment.

Limited extent of part-time
and fixed-term employment
Part-time employment has been of
limited importance for both men and
women despite recent legislative
changes favourable to this form of
employment. Between 1990 and
L995, the percentages of those em-
ployed part time increased from2.2o/o
to 2.8% for men and from 7.6'/, to
8.4t/, for women. For several reasons
(cf . European Commission 1997, p. 8),
it is not likely that there will be a con-

siderable increase in the importance of
part-time work in the near future.

Employment on fixed-term con-
tracts decreased from 21.1% of all
employees in 1985 to 10.2"/" Ln1992.
There has been little change since
1992. ln 1995, it was 9.5"/" for men
and 1L.2Y' for women. Employment
on fixed-term contracts has been used
mostly by the public sector. Because
of existing restrictions, in many cases

hiring was done for short-term peri-
ods, which were afterwards extend-
ed. Therefore, it is difficult to make
any predictions about changes in this
type of employment without knowl-
edge of future government policies in
this regard.

In the private sector, according to
existing legislation, a fixed-term con-
tract loses its fixed-term character af-
ter a second renewal. If this legislation
does not change, the scope for an in-
crease in this type of employment in
the private sector is relatively small.

lncreasing proportion of youth
in education/training
There has been a long-term trend to-
wards increased participation by
youth in education and training, par-
ticularly in the case of women at post-
secondary institutions. Since 1992,
the proportion of 20-24 year-olds in
education/training has been higher
for women than for men.

The proportions of 15-19 and par-
ticularly of20-24 year-olds in educa-
tion/training are lower than the aver-
ages in the EU for both men and
women3. In view of this, and also be-
cause of the increase in secondary
and post-secondary vocational educa-
tion facilities and certain institutional
reforms, we may expect a continua-
tion of the upward trend in the pro-
portion of youth in education/train-
ing.

Ski!!s and occupational distri-
bution
A trend observed in recent years and
one that is expected to become
stronger is the increase in the share of
higher-skill occupations in total em-
ployment and the rise in the required
levels of knowledge, skills and com-

petence for almost all jobs. The em-
ployment decline in the primary sec-
tor and the significant expansion of
the service sector are expected to re-
inforce this trend.

According to rough unofficial pro-
jections fl(EPE 1996b), employment
growth will be more than proportion-
al for professional and technical and
administrative and managerial occu-
pations. Therefore, job opportunities
are anticipated to be more favourable
for those with post-secondary educa-
tion or higher skills than for the low
skilled.

Policy issues
Several policy issues are associated
with the trends discussed in the pre-
ceding section. The phenomenon of
the ageing of the population and la-
bour force entails a wide range of im-
plications calling for systematic policy
action to deal with problems such as

reduced entry of the young age co-
horts into the labour force and chang-
es in its composition, the greater diffi-
culty in renewing knowledge and
skills, increase in old-age dependency
ratios and pressure on the social secu-
rity system, which in Greece is al-
ready under serious strain.

The trend towards rising female
participation in employment may
prove to be a powerful counteracting
force to the impact of population age-
ing. This trend could be strengthened
with policies aiming to promote equal
opportunities, facilitate women's re-
entry and increase their possibilities
for reconciling working and family
life, making the tax system more em-
ployment-friendly and securing em-
ployment conditions that could elimi-
nate the "discouraged worker" phe-
nomenon. Policies to increase the em-
ployment participation rates of the
young by raising employment oppor-
tunities, making the functioning of
the labour market more efficient and
improving their school-to-work tran-
sition and integration into the labour
force could create additional favoura-

3 The actual proportions for the Greek popu-
lation are likely to be higher because the of-
ficial data do not include students in post-
secondary institutions abroad.
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ble effects. Reorganisation of the edu-
cational and training systems to elimi-
nate waste and demotivation effects
and at the same time creation of pos-
sibilities for those who want to recon-
cile work with education or training
are other major areas requiring inno-
vative policy intervention.

The rapidly changing and constant-
Iy increasing skill requirements and
the ageing of the labour force create a

need to establish an institutional
framework that will provide possibili-
ties for lifelong education and train-
ing to an increasing part of the work
force. Developing new forms of
learning, such as distance education
and training, and establishing mecha-
nisms for providing effective profes-
sional guidance and general support
to both new and old members of the
labour force looking for work are oth-
er important policy areas requiring
attention.

The way retirement has been or-
ganised has so far had negative effects
on participation. Certain reforms in
the early 1990s are likely to reduce
early withdrawals, but there is a need
for further action to keep people
Ionger in the labour force. Also, there
is a need for measures to increase effi-
ciency in the administration of the so-
cial security system, since the fiscal
burden from ageing is likely to be-
come very heavy.

Employment in the coming years is

expected to grow at a rate that will
bring about only a small reduction in
the unemployment rate. Therefore,
policies are needed to strengthen the
scope for economic growth. Increased
investment in physical capital, up-
grading of the labour force and more
flexibility in the labour market are at-
eas where systematic policy action is

required. Unemployment could be re-
duced considerably by policies to
eliminate inflexibilities and improve
the functioning of the labour market.
Problems in this regard have been
contributing significantly to unem-
ployment since 1981 (Petraki Kottis
& Hatziharitou 1997). The problem
of labour market segmentation, par-

ticularly with regard to the privileges
enjoyed by employees in certain seg-

ments of the public sectora, as well as

the high levels of unemployment of
specific groups such as youth, wom-
en, university graduates, etc. are is-

sues that require particular attention.
According to rough forecasts, con-

siderable regional labour imbalances
are likely to appear. Moreover, the
ageing of the population and labour
force is anticipated to be more pro-
nounced in certain areas of the coun-
try, and this could have considerable
negative effects on their growth pros-
pects. The existing high degree of de-
pendency of a large number of areas
upon a few manufacturing industries
may create additional problems.
Therefore, there is need for growth
and employment policies with signifi-
cant regional and sectoral dimensions
and specific targets for local develop-
ment.

Developments in the past and ex-
pectations about the future indicate
that small-scale industry and small
and medium-sized enterprises are go-

ing to be very important for employ-
ment creation in the coming years.

Therefore, policies are needed to im-
prove their efficiency and strengthen
the creation and survival of such en-
terprises.

Concluding this article, it should be
noted that in order to enable policy-
makers to deal effectively with prob-
lems associated with future develop-
ments in the Greek labour market,
medium and long-term forecasts, sup-
ported by the appropriate analytical
studies, are needed. Therefore, it is

important that such work receives
high priority in the research agendas
of the relevant organisations, even if
this would lead to frequent revisions.

Athena Petrahi Kottis

4 The prospect of getting a job in the pubhc
sector, whrch is usually associated wrth 1ob
security, light workloads and guaranteed
promotion possibilities, has encouraged
many young people to wait in unemploy-
ment until they are able to obtain such a job
(Demakas & Kontolemis 1996).
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Spain

Forecasting in Spain

Few public or private institutions
make regular medium- or long-term
forecasts of population, labour force
participation, employment or unem-
ployment for the Spanish labour mar-
ket. Most significantly, the Spanish
National Bureau of Statistics (Institu-
to Nacional de Estadistica - INE) has

developed a major forecast of the to-
tal Spanish population by age group
and gender. Forecasts of participation
rates by age group and gender have
also been made.

In addition, some private institu-
tions (study services of major banks,
economic analysis institutes linked to
universities, private economic insti-
tutes) have built econometric and
macroeconomic models of the Spanish
economy and regularly publish fore-
casts of economic variables (produc-
tion, prices and wages, employment,
interest rates, etc.), either for their
own use or to sell them to other institu-
tions. Characteristic of all these fore-
casts is their short-term orientation
(i.e. they usually calculate data for one
or two years only) and their tendency
to only give information on aggregate
and sectoral employment but not on
participation rates. For these reasons,
in this report we focus on the projec-
tions made by the INE in the following
two areas for the next two to three
decades: demography and migration,
and labour supply (participation).

Major trends
Population
ln 1995, the INE published a major
forecast of the total Spanish popula-
tion. The data were disaggregated by
one-year age cohorts and by gender
at different geographical and adminis-
trative levels (national, regional au-
tonomous communities and provin-
cial levels). The time span was L990-
2020 (for the country as a whole) and
1990-2005 (for regions and provinc-

es). The forecast was based on data
from the most recent Population Cen-
sus (l March 1991).

Based on various assumptions re-
garding mortality, migration and fer-
tility (the latter being the most impor-
tant element, given its sharp and con-
sistent decline since the 1970s), the
projections yield the following results.
First, the population growth rate de-
creases over the period 199l-2009.
At that point, the growth rate is zero
and it turns negative thereafter. Popu-
lation therefore peaks in 2009 (39.8
million), whereas it is only 39.2 mll-
lion at the end of the projection period
(2020), equal to the 1995 figure. Sec-

ond, the results vary when alternative
fertility hypotheses are used. Thus, in
the "optimistic" scenario, total popu-
lation starts decreasing in 2013; how-
ever, in the "pessimistic" scenario, to-
tal population starts to fall in 2003.
The difference in total population be-
tween both hypotheses amounts to 2
million in2020. These results make it
clear that the outcome is highly sensi-
tive to assumptions about fertility.

The results of the projections are
also very revealing with regard to age

structure. First, the population over
64 grows substantially during the
1990s, the rate of growth falls in the
next decade (due to the arrival of the
generation born during the 1936-39
Civil War), only to rise again in the
next decade. Second, the population
of working age (1-6-64 years) grows
during the first 15 years at an even
rate, but it declines at the same rate
between 2005 and 2020. Third, the
population under 16 declines during
the first decade (1991-2000), but
subsequently remains more or less

constant. The result of all these ten-
dencies is that the working-age popu-
lation as a proportion of the total
population remains more or less sta-
ble during the entire projection peri-
od. It is 65% in 1990, increases to
67% in 2000, and then gently de-
clines to less than 65'/' in 2020. At

the same time, the proportion
those over 64 increases from l4T,
1990 to 20Y" in2020.

Labour force
Although some other forecasts of the
labour force have been made by vari-
ous organisations and academics, the
INE has carried out the first official
forecasts of participation rates in
Spain. They cover the period 1993-
2008 and are disaggregated by age
group and gender. The methodology
is based on the extrapolation of past
participation data as they are calcu-
lated from the Labour Force Survey
data from the first quarter of 1977 to
the fourth quarter of 1993. The ex-
trapolation is made using either a sim-
ple linear model with lags or a logistic
curve to the basic data. Most signifi-
cantly, no account is taken of the pos-

sible influence of the economic situa-
tion, which in Spain has proved to be
a significant factor, with a pro-cyclical
effect on participation rates, especial-
ly among women.

The finding is that the participation
rate increases in the projection period,
but that the majority of the changes
are concentrated on the first segment
(1993-98). The total participation rate
increases from 49.1Y" in 1993 to
52.2% in 1998 and then declines to
5L.8% in 2008. For males, the partici-
pation rate declines steadily: from
64.0% inL993to 63.8Y" in 2008. This
is due to reductions within the groups
of young and older people: the partic-
ipation rate for those aged L6-19 de-
clines from 28.3% to L5.6"/", and for
those aged 60-64 from 46.3o/o to
28.4%. For females, the participation
rate increases during the first period
(from35.2Y" to 39.8Y.), and then re-
mains stable. In this case, the changes
are the outcome of a reduction in the
participation rate of the 16-19 group
and an increase for the rest of the
groups in the first segment; after 1998
the increase is confined to those
groups over 30.

of
in
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Employment and unemploy-
ment trends
The unemployment trend in Spain
differs from that of other western Eu-
ropean countries. Movements in the
employment-population ratio have
been more intense than elsewhere in
the Union, resulting in a significant
rate of relative employment volatility
for the Spanish economy: the em-
ployment-population ratio declined
from 51% in 1974 to 38% in 1985
and has followed a cyclical pattern
around the 39% mark since then. We
now turn to various specific dimen-
sions of employment and unemploy-
ment to study their past trends and
possible future development.

Employment

Gender distribution
The gender distribution of employ-
ment shows a rise in the relative im-
portance of female employment. This
happened not only in periods of ex-
pansion (such as the second half of
the 1980s), but also in periods of crisis
(in the last recession, employment ad-
justment affected almost exclusively
male employment). The result is that
the female share of employment now
stands at35o/", five points higher than
ten years ago. As this development is

related to the growing importance of
the service sector, it seems plausible
to assume that the trend will continue
in the future.

Age distribution
The evolution of employment by age
group shows that the only category
increasing their employment share is

that of the 25-54 year-olds, now rep-
resenting 75% of total employment.
The decline is concentrated on the
Iowest and highest groups (16-19 and
55+), in particular in recession peri-
ods. These are times when firms re-
duce employment using two types of
device: the non-renewal of fixed-term
contracts (primarily affecting the
youngsters) and the use of early retire-
ment. It is difficult to assess whether
this process will continue in the future.
However, if we combine this trend
with the increasing female share of
employment, it seems that some sort

of substitution of younger and older
workers by prime-age mature males
and females will continue in the fu-
ture.

Sectoral developments
Since the 1960s, agricultural employ-
ment has experienced a strong and
uninterrupted downward trend linked
to the modernisation of the sector. In-
itially, this process went hand in hand
with rural-urban migratory flows;
subsequently, the retirement of agri-
cultural workers has also been an im-
portant factor. In the period 1976-96,
the share of agricultural employment
fell from 22% to 9 % . This proportion
is higher than in other European coun-
tries and is expected to keep falling,
although at a slower rate. There has

been a persistent, albeit slow, decline
in the employment share of the manu-
facturing industry (from 27% to
2O%). The most significant feature is

that employment gains during recov-
eries are not sufficient to counterbal-
ance job losses during recessions.
Thus, the trend is similar to that ob-
served in other western economies.
Construction employment has largely
followed broader employment trends,
maintaining its employment share at
around 9-10% during the entire peri-
od. This is expected to continue in the
years to come. Finally, the service sec-
tor has experienced a strong relative
increase, its employment share rising
relatively steadily from 4LY" to 62"/".
A slower rate of increase is expected
in the future, given that declines else-
where in the economy are likely to be
less severe.

Skills/occupational distribution
Once agricultural occupations are tak-
en out of the analysis, the clearest find-
ing revealed by analysis of the evolu-
tion of Spanish occupational structure
is the increase in non-manual occupa-
tions: from just under 36% in1977 to
45%" in 1993. Within this broad group,
two categories experienced the fastest
growth: "professionals and techni-
cians" (the share of which almost dou-
bled, from 7.5Y, to l4%) and "other
clerical workers". The proportion of
the former is likely to keep increasing
in the future, since it is smaller than in

other parts of the Union. The latter is
the residually defined sub-group with-
in the larger group of "administrative
and clerical workers", being the fast-
est-growing category. This trend im-
plies a distinctive characteristic of the
occupational shift in Spain towards
new administrative jobs. These chang-
es have been mirrored by a decrease in
the proportion of manual production
workers, whose share fell from44"/o to
35%. The conclusion is that the Span-
ish economy has experienced a process
of skill upgrading which is expected to
continue: production work is being
progressively replaced by non-manual
work.

Contractual arrangements
The actual working time of full-time
employees has shown a slight decline
over the past decade, but is still rather
high for European standards: 42.5
hours for males and 41 hours for fe-
males. A reduction may be expected
in the future. However, the propor-
tion of part-time workers has risen,
particularly among women: al
present, 17% of employed women
work part time (up from 11% in
1991). Most observers expect that
part-time work will keep increasing
over the next few years.

As for contract tenure, one of the
distinctive characteristics of the Span-
ish labour market is the sharp in-
crease in the proportion of workers
with fixed-term contracts during the
1-980s, reaching a figure of 33% in
l-991. Since then, that proportion has

remained more or less stable. It is ex-
pected that the incidence of fixed-
term contracts will be reduced in the
future since trade unions and employ-
er organisations have recently agreed
to promote the use of permanent con-
tracts and to reduce instability in em-
ployment relationships.

Unemployment
The rise in the Spanish unemploy-
ment rate has been inexorable since
1970; it was especially sharp between
1976 and 1-985, when it peaked at
22%. The subsequent recovery of
employment did not translate itself
into a major decline of the rate of un-
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employment, which stood at L6% in
1990-91,. The subsequent crisis led to
record unemployment levels, close to
25% in 1994. The recent recovery
has reduced the unemployment rate,
which at the moment of writing (sec-

ond quarter of L997) stands at
20.9%. This seems to imply that, after
the sharp structural rise in unemploy-
ment in the decade 1975-1985, the
Spanish unemployment rate is fluctu-
ating cyclically around 18-20%. Giv-
en the expected increase in the labour
force at least until 2005, and ignoring
any negative shock, it is obvious that
the Spanish economy will need in-
tense employment creation in order
to reduce unemployment below that
threshold. If this does not occur, un-
employment will remain at high lev-
els.

Gender and age incidence
When we split up the unemployment
rate by gender and age group, some
interesting results emerge. The first is
the different incidence of unemploy-
ment among men and women. The
unemployment rate was the same for
both sexes in 1977, but since then it
has been higher for women than for
men. In fact, the massive entry of
women into the labour force during
the second half of the 1980s meant
that, while the male unemployment
rate started decreasing with the re-
covery in 1986, the female unem-
ployment rate kept increasing until
1988, thus extending the gap be-
tween the two rates; since then, the
gap has remained stable at around 12
percentage points (although, due to
the different participation rates, the
unemployment-population ratios are
very similar for both genders). These
trends suggest that unemployment
differences by gender will continue,
and that the incidence of unemploy-
ment will remain higher for women
than for men.

Turning to the relationship be-
tween age and unemployment rates,
some results are worth noting. For
males, a negative relationship be-
tween unemployment and age is ob-
served; unemployment rates are
markedly higher for the youngest

(16-19,20-24 and25-29) while they
are similar for the other age groups.
For females, all groups except the
youngest ones experienced increasing
unemployment rates during the peri-
od 1975-1996, reflecting the fact that
increased participation in the labour
market has been linked not only to in-
creased employment rates, but also to
increased unemployment rates. If, as

is likely, these trends continue in the
future, we expect the differences be-
tween the unemployment rates for
younger males and mature and older
people to remain, and unemployment
among mature and older females to
worsen.

Policy responses
Population projections indicate that
the working-age population will
reach a maximum in the early 2000s,
after which it will tend to decline. By
2020, the population of working age

will have returned to its 1990 level.
However, there will have been very
significant changes in its age composi-
tion: the proportion of those between
45 and 64 years of age will have in-
creased substantially. These trends
are highly significant because, on a
long-term view, Spain, the country
with the highest unemployment rate
in the European Union, might start
experiencing labour shortages.

Moreover, the ageing of the total
and working-age population will lead
to an increase in the dependency ratio
(measured as the ratio of people aged
over 65 to those aged 20-65) in the
2010sand2020s, as some studies point
out. This poses some challenges to pol-
icy-makers. During the l-980s and
1990s, some specific age-related re-
sponses to the sharp increase in unem-
ployment and its persistence were ob-
served: through an extension of school
education and the promotion of early
retirement, the focus was on reducing
the participation rates of young and
older people. This caused a slight
growth of the dependency ratio, which
will accelerate in the future when
younger (smaller) cohorts reach the la-
bour market. The problem will be how
a smaller labour force can maintain a

larger group of inactives (young peo-
ple enrolled in the education system
and a massive group of pensioners).
Thus, policy-makers will probably
have to reverse their approach, foster-
ing the early entry of young people
into the labour market and employ-
ment, extending working life and
putting restrictions on early retire-
ment. Training policies aimed at giving
continuous training to older people
and maybe a change in attitudes in the
nature of paid employment itself will
have to be implemented and devel-
oped. The result would be an increase
in total labour force and employment
in order to counterbalance the increase
in the dependency ratios.

Alternatively, if all these age-relat-
ed policies do not work, the Spanish
economy will have to rely on migra-
tion. Thus, at some point in the future
the current restrictions on immigra-
tion would have to be reversed in or-
der to facilitate immigration to bol-
ster the reduced Spanish labour force.

In any case, given the current mag-
nitude of unemployment and its ex-
pected persistence for years to come,
none of these responses are likely to
be adopted in the short or medium
term and do not dispense with the
need for intense job creation over the
next 10 to 15 years.

Luis Toharia
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France

Four institutes are responsible for
drawing up medium-term prognoses
for the French economy:

- The OFCE (Obseraatoire francais
des conjonctures dconomiques -
French Economic Observatory)
and the INSEE (Institut national de
la Statistique - National Statistics
Institute) as public bodies; and

- The BIPE (Bureau d'informations
et de prioisions economiques -B:u-
reau for Economic Information and
Forecasts) and the REXECODE
(Centre de recherches pour l'ex-
pansion de l'Aconomie et la ddael-
oppement des entreprlses - Re-
search Centre for Economic Ex-
pansion and Corporate Develop-
ment), as independent institutes.

Medium-term macroeco-
nomic prognoses and
their findings on employ-
ment and unemployment
According to the prognosis by the
OFCE, economic growth of 2o/o is ex-
pected in France over the medium
term, whereby two phases are distin-
guished: until 1998, the French econ-
omy will enjoy a phase of moderate
growth recovery with market-GDP
growth of around 2.5%; subsequent-
ly, growth will weaken to an average
rate of less than 2Y" per annum.
While the results of the REXECODE
prognosis to the year 2000 are similar

to those predicted by the OFCE, the
BIPE is more optimistic: over the pe-
riod 1996 to 2001, average annual
growth is predicted to exceed 2"/o.

Following the disappointing results of
1996, the economy is expected to
pick up, with growth reaching almost
3o/o1; at the start of the next decade,
however, the economy will experi-
ence a cyclical weakening of growth.
To a greater extent than the other in-
stitutes mentioned, the BIPE pins its
hopes particularly on faster recovery
of private consumption. The scenario
put forward by /NSEE is based on
higher average annual growth in the
French economy.

Although a relatively high degree
of convergence exists in the forecasts
for the macroeconomic prospects of
the French economy, the labour mar-
ket prognoses given by the institutes
aary considerably with regard to em-
ployment and the unemployment
rate, in line with the assumptions
made in each case. A number of ques-
tions need to be addressed:

- Will female participation rates con-
tinue to rise? - The difference be-
tween female and male rates in the
age group 25-49 remains very pro-
nounced (78% versus 96%).

- Will the trend towards longer peri-
ods in education come to an end or
at least slow down? - Participation
rates among young people in
France are among the lowest in Eu-
rope and the longer time spent in

education retards the labour mar-
ket entry of L00,000 young people
every year2.

- Will the retirement age continue to
decline? - In 1980, four out of five
men aged between 55 and 59 were
in employment; by 1995, this had
fallen to three out of five.

- Will the growth of part-time work
(3.5 million jobs) and of subsidised
employment (450,000 jobs in
1996) continue to offer the work-
ing-age population, particularly
the inactives, a means of entry into
the labour market3? - Thanks to
these forms of employment, the la-
bour force rose by 300,000 in
1996, exceeding all forecasts.

The OFCE is the only institute fore-
casting a rise in unemployment, i.e.
predicting that within the period un-
der consideration the number of addi-
tional jobs will be insufficient to ab-
sorb the growth of labour resources:
Its most favourable scenario predicts
an average of 19,000 additional un-
employed per year between 1996 and
1998; unemployment will subse-
quently continue to rise, albeit far
more slowly. In contrast to the OFCE,
the REXECODE predicts a decline in
the unemployment rate (0.4 percent-
age points between 1996 and 2000).
The difference can be explained by
the assumption of a lower rate of
growth of labour supply (of the order
of 100,000 potential additional em-
ployees per year, compared with
140,000 according to the OFCE).
Thus, the employment growth fore-
cast by REXECODE (of 0.6% per an-
num on average) would be sufficient
to absorb the new entries to the la-
bour market. INSEE takes the view

1 It is to be noted that the government has
based its budget plan for 1998 on economic
growth of 3%.

2 At the start of the 1980s, almost 50% of the
15-24 year-olds were gainfully employed,
whereas this figure is now less than 30 % .

3 Inactives do in fact profit from such possibil-
ities for labour market entry.

Table 1: Comparison of the principle medium-term macro-economic sce-
narios by the leading institutes

INSEE REXECODE BIPE OFCE

Average annual % change 1996-
7998

1999-
200L

1996-
1998

1999-
2000

7996-
200L

7996-
1998

GDP
Market GDP
Imports
Exports
Private consumption
Corporate investment

2.4
2.6
5.0
4.8
1.8
6.8

2.7
J.J

5.4
5.4
2.6
6.3

2.0
2.1,

3.9
4.6
1.8
4.3

2.0
2.2
4.1,

5.4
t.7
3.0

2.2
2.5
5.2
5.0
2.0
3.8

2.0
2.1
4.6
4.8
1,.9

3.5

Sources: OFCE, Bernard Barbier (1996197) and BIPE.
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that job creation will be at a relatively
high level (2% in the private sector,
excluding agriculture, L% in the
economy as a whole), and unemploy-
ment will fall steadily (by 0.5% per
annum).

Between now and the year 2001,
the BIPE forecasts an increase in em-
ployment of 0.7% per annum; this
implies the creation of one million
jobs. The Institute arrived at this
prognosis on the basis of the follow-
ing assumptions:

- The proportion of active to total
population remains stable over the
medium term (at around 44o/o, as

during the period 1980-1995).

- The growth of the working popula-
tion does not slow between now
and the end of the century, where-
by the Institute assumes that the
declining participation rates in the
upper and lower age categories
will be offset by the rise in female
employment. The working popula-
tion increased by 130,000 per an-
num between 1982 and 1995; this
growth is expected to continue
over the medium term.

- The realised continual enrichment
of job content in growth areas is
paralleled over the medium term,
by the trend towards part-time
work, in particular in the tertiary
sector.

Unemployment is forecast to ease

slightly (to L0.5% in 2001), compara-
ble to the reduction recorded be-
tween 1987 and1990.

Yet, in accordance with the BIPE's
assumptions, this overall trend con-
ceals significant sectoral differences:

- The level of employment in the ag-

ricultural sector will continue to
decline at a rate scarcely lower
than during the period 1980-L995.

- The number of jobs in industry is

expected to decline by around
25,000 per annum in the course of
the next five years: an expansion
of temporary worka could partially
offset this trend, howevers.

- Job creation will be concentrated
in the tertiary sector, in particular
due to the expansion of part-time
work. Thus, this sector is the
source of the renewed employ-
ment growth6.

Long-term labour market
prospects'Z

In the longer term, the first question
r elates to demo gr aphic dezt elopment.
This is an "equation with three un-
knowns": fertility, mortality and mi-
gration. There is little point in formu-
lating a hypothesis regarding the birth
rate in the year 201-5, at least at
present, as in that year those now be-
ing born will have just reached the
age of 18. The two other unknowns
are important, however, as in France
the mortality rate has consistently
been exaggerated and net immigra-
tion consistently underestimated. The
INSEE, for example, makes its calcu-
lations on the basis of net immigra-
tion of 50,000 per annum, whereas
other observers generally assume at
least 100,000; extrapolated to the
year 2015, this difference represents
almost one million people.

As far as these considerations are
concerned, the central trends of de-
mographic development are dominat-
ed by two strong elements:

- a clear decline in the rate of popu-
lation growth,

- substantial ageing of the popula-
tion, due both to longer life expect-

4 ln 1996,there were 332,000 temporary jobs
(measured in full-time equivalents); 52% of
part-trme workers were employed in indus-
try.

5 Firms are increasingly planning both their
personnel and their production in line with
the principles of "just in time", and tempo-
rary work, the most flexible form of human-
resource management, enables the neces-
sary adjustments to be made. Agency work-
ers rendering services to firms are counted
as part of the tertiary sector.

6 In particular, private services (70,000 jobs
created in 1995), producer services (40,000)
and trade services (26,000 jobs created in
distribution).

7 Considerations concerning labour market
prospects in France over the next 20 years
on the basis of work conducted by the BIPE.

Table 2t Employment and unemployment: medium-term forecasts
(in thousands)

1980
level

Annual
change

1980-1995

1995
level

Annual
change

1995-200L

200L
level

Private-sector employ-
ment (excl. agriculture)

13,309 -3 13,265 1,40 1,4,1,00

Total wage/salary
employment

Self-employment
Total domestic

employment

78,466
3,476

2'J.,942

87

-62

26

19,777
2,549

22,326

185

-25

160

20,890
2,400

23,290

Actrve population
in employment

Active population
22,0]^2
23,504

34
131

22,518
25,469

160
1-30

23,480
26,2s0

Unemployment
according to ILO
definition L,562 93 2,950 -30 2,770

Unemployment rate 6.4% 1L.6% 105%

Source: BIPE

Table 3: Employment trends by sector (in thousands)

1980
employ-

ment

Annual
change

1980-1995

1995
employ-

ment

Annual
change

7995-2007

200L
employ-

ment

Agriculture
Industry
Construction
Tertiary sector
Non-market services

1,850
5,717
1,913
7,661,

4,801

-55
-96
-30
110

96

1,026
4,275
L,467
9,311,
6,248

-35
-25
-10
190
40

820
4,t20
1,,410

10,450
6,490

Total 21,942 26 22,326 L60 23,290

Source: BIPE.
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Table 4: French population
growth (in %)

1955t75 1975t95 1995t20L5

+22.6% +10.4Y" +7.9%

Source: BIPE.

ancy and the fact that the baby-
boom generation will reach the age

of 60 in 2005. Over the next 20
years, population growth will be
concentrated in the 45-60 age cat-
egory (which is expected to ex-
pand by 40%) and among the
over-60s, most of whom will have
left the labour force (35%).

Thus, by the middle of the next centu-
ry the age pyramid in France will re-
semble a rectangle divided into six
more or less equal slices, each account-
ing for 15-17% of the population.

The second question relates to em-
ployment, labour supply and the par-
ticipation rate. In order to determine
these trends, five variables were sub-
jected to detailed analysis: changes in
labour productivity; collective and in-
dividual reactions to the continuous
decline in the ratio of employment to
adult population; behavioural chang-
es by age and by gender; changes in
the reduction of the annual number of
working hours.

1. The growth of labour productivity
(per working hour) has remained ap-
proximately equal to that of value
added, or even slightly higher. This
trend could continue in the future due
to the rapid productivity growth
made possible by the revolution in
communications and to the increas-
ingly "flexible" organisation of firms,
or to the growth of less highly regu-
lated forms of employment in which
workers are more responsible, more
independent and more involved in
the work process. Factors opposing
this trend include the slow diffusion
of automation in services, which are
all but inaccessible to genuine pro-
ductivity growth, the "fiscalisation"
of the cost of social security, which
encourages firms to pursue a policy of
"capital saving", and personnel plan-
ning that, by expanding apprentice-
ships and recruiting the unemployed,
is integrating a section of the popula-
tion into the labour market which is

Table 5: Ratio of employment to adult population to the year 2015
(in thousands)

1955 1975 1995 2005 20L5

Employment (1)
Population > 15 years (2)

1,9,31,4

32,757
2L,404
39,944

22.326
46,634

24,700
49,329

25,927
51,854

(1)t(2) 59.0% 53.6% 47.8% 50.0% 50.0%

Source: BIPE (January 1997).

Table 6: Employment, active population and unemployment (reference
scenario)

In thousands Annual average change
in thousands

1975 1995 201,5 1975-t995 1995-201,5

Domestic employment
Active population in
employment
Active population

2L.409

21,460
22,372

22,326

22,578
25,469

25,822

26,0L4
26,49L

46

53
155

175

175
51

Unemployment
Unemployment rate in 7"

9\2
4

2,951,
12

477
2

t02 -124

Source: BIPE (January 1997).

Table 7: GDP, employment, working time and productivity (reference
scenario)

Average annual change in %

1975-1995 1,995-20L5

GDP
Labour productivity per hour
Activity
Working time
Employment
Per capita productivity

2.2
2.6

-0.4
-0.6
0.2
2.0

2.3
2.1
0.2

-0.5
0.7
L.6

Source: BIPE (January 1997)

1: Forecasts of population trends b

30

25
23.9

21.2

r 9.8
18.8

l5

12.2

l0

5

0

'\..i

45-60

1954 1962
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not exactly highly productive. For its
scenario, the BIPE assumes that
trends will increasingly diverge, lead-
ing on balance to a slight increase in
the overall number of working hours.

2.The number in gainful employment
as a proportion of the population will
continue to decline. The desire of
many employees for periods in which
they can escape the constraints of em-
ployment, more rigorous selection by
firms in favour of highly productive
employees and continued attempts to
cut costs and thus shed labour (pro-
ductivity reserves) all suggest that
this trend will be maintained. Yet
there are also factors running counter
to this trend: the desire to no longer
support "interminable" retirement,
the disequilibrium in pension financ-
ing and the inclusion of periods in
training and performing community
work in working time (cf. the "Rap-
port Boissonat"). The central assump-
tion behind the BIPE scenario regard-
ing the ratio between employment
and the adult population is that a

50:50 relationship will be re-attained,
implying the creation of 3.6 million
jobs by the year 2015.

3. For 20 years now, the labour mar-
ket has increasingly concentrated on
the employment of workers from the
25-55 age group, while excluding the
young and the "old". The trend to-
wards longer school education is like-
ly to continue, reinforced by the diffi-
culties young people expect in gain-
ing access to further vocational train-
ing. Technical developments are oc-
curring at such a rate that the skills of
those aged over 50 are devalued,
strengthening the desire for early re-
tirement. This trend could be re-
versed, however, by means of signifi-
cant changes in the system of voca-
tional and further training, the appli-
cation of lifelong learning and by uti-
lising the scope to re-deploy older
workers (for example for administra-
tive tasks in the area of social servic-
es), in view of the necessity of re-
maining productive for longer in or-
der to ensure an adequate pension.

Yet it needs to be underlined that
the "double squeeze" on the working
population on the age scale was only
possible in economic terms because it

applied to two very different genera-
tions (early retirement for those gen-
erations who had entered working
life very early, longer periods in edu-
cation for younger generations); now
the latter, who entered working life
between the ages ol22 and 24, will
have to work until they are 62 to 64.
The BIPE assumes that participation
rates among young people will re-
main at their current level (30%) and
that the average retirement age in
2015 will once again be 64 years.

4. In the long term, a growing trend
towards an equalisation of conditions
between men and women can be ob-
served. Given the current level of ine-
quality and the effects of France
catching up with the Nordic model,
this trend could well continue. On the
other hand, the milder form of femi-
nism in the younger generations,
who, used to gender-mixing, recog-
nise that respecting differences is
more important than equality, and
the hypothesis of an increasing im-
portance given to private lives, which
is likely to re-accord a central place to
the mother, constitute factors exert-
ing a contrary effect. For its scenario,
the BIPE assumes that, at least for the
25-54 age group, the difference in
participation rates between the sexes
will narrow to the current level in the
Scandinavian countries (between 5%
and 8%). This assumption is also
based on the significant expansion of
parental leave expected during the
next 20 years.

5. Measured over a period of 40
years, the reduction in annual work-
ing time amounts to around 0.6Y' per
annum. This is equal to the "loss" of
55 working days, half of which are ac-

counted for by holidays and half by
part-time working (flexibilisation of
weekly and daily working time). Ele-
ments reinforcing this trend include
the increasing stress of working life,
under the pressure of which "breaks"
have been increased; individual wish-
es for preserving personal lives; the
increasing synchronisation of the
working rhythms of parents and the
educational rhythms of children; and
public job-creation measures. Oppos-
ing trends include the pressure on
firms' competitiveness, which suffers

from additional holiday entitlement
and part-time work when it is synon-
ymous with "amateurism", and the
"revealed preference" for income
over leisure. The hypothesis underly-
ing the BIPE scenario is based on con-
trasting developments in different
age groups:

- For the under-25s and the over-
55s, an increase in part-time work
(half standard hours);

- For the 25-55 age group, an in-
creasing flexibilisation of working
time corresponding to periods of
intense family Iife (while part-time
work will remain more important
for women, the difference be-
tween the sexes will narrow sub-
stantially). This will lead to a di-
versification of employment situa-
tions. One-third of the 25-55 age
group will work less than 1,000
hours per year, another third be-
tween 1,000 and l-,800 hours and
the last third more than 1,800
hours per year.

Analysis of all these factors and of the
various initial hypotheses used by the
BIPE has led to the development of a
reference scenarios, the main compo-
nents of which are presented in Ta-
bles 6 and 7.

Concluding remarks
While the medium-term prospects de-
scribed by the various institutes for
the next five years should convince
the authorities of the necessity of con-
tinued mobilisation on the employ-
ment front in the coming years, analy-
sis of the prospects over the longer
term (20 years) suggests that the un-
employment rate could fall signifi-
cantly - largely, although not exclu-
sively, due to demographic changes -
provided that the French economy
maintains a given level of economic
growth. Such an analysis could en-
courage a wait-and-see attitude. Yet if
labour productivity and the competi-
tiveness of the French economy are to
be maintained, further efforts must be
made to limit the incidence of precari-

8 Two other scenarios were also elaborated: a

trend scenarro and a scenarro in which
trends to the year 2000 are maintained over
the perrod 2000-20L5.
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ous employment and labour market
exclusion and to promote continuous
further training as a response to the
devaluing of skills by rapid technolog-
ical progress. The 2O-year models are
unable to predict the disastrous effects
that would result from the neglect of
entire sections of the population, par-
ticularly of young people. The return
to full employment within the next 20
years (perhaps even sooner) can only
be envisaged if government and eco-

nomic actors continue their efforts in
the areas of employment and voca-
tional training.

Sandrine Gineste
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lreland

Sources and background
The most substantive forecasts of em-
ployment and unemployment carried
out in Ireland are those contained in
the Medium-Term Reaiews of the
Irish economy published by the Eco-
nomic and Social Research Institute
(ESRD at intervals of approximately
two years. This series of reviews com-
menced in L986; the most recent re-
port was published earlier this year in
April1997 (Duffy et al. 1997). While
the main emphasis in these reports re-
lates to the output and financial as-
pects of the economy, they also con-
tain forecasts for the labour force,
employment by sector and unem-
ployment. In the most recent report,
these data are provided on an annual
basis up to the year 2003, with more
summary indications for the period
up to 2010.

It should also be noted that in1996
the State Industrial Development
Agency, Forfds, published labour
force and employment forecasts as

part of a wider economic strategy
covering the period up to the year
2010 (Forfris 1996). The employment
aspects of this report are reviewed
briefly at the end of this paper.

The main domestic factors driving
the growth performance outlined in
the 1997 ESRI Reaiew are the consol-
idation of a strong competitive posi-
tion in an increasingly global interna-
tional market, augmented by a sizea-
ble expansion in the effective supply
of labour. Other factors which are ex-
pected to aid this performance are the
continued development of the physi-
cal infrastructure and a stable under-
lying domestic macroeconomic envi-
ronment.

Turning to external influences,
modest but steady growth in the
world economy is expected over the
forecast period. For the EU as a

whole, annual average GDP growth is
expected to be about 2.5% until the
year 2000 and slightly lower at 2.3Y"
between 2000 and 2005. The UK, in
particular, remains a major market
for Irish goods and labour, and devel-
opments in that economy can still
have a substantial impact on the Irish
situation. The outlook for the UK
economy is positive, and it is assumed
that growth will average 22% be-
tween L997 and the year 2000, thus
providing a reassuring backdrop to
the forecasts for the Irish economy
for the same period.

As the leading national economy,
the performance of the USA has an
important global influence. The pros-
pects for the medium term are for sta-
ble expansion, with a growth rate av-
erageing at least 2.1% during the
1990s and into the next century. The
relevance here is that the Irish econo-
my benefits significantly from foreign
direct investment, much of which
originates in the USA.

While the figures quoted for the
different external regions indicate
modest rates of expansion, on the ba-
sis of recent experience the expected
scenario involves a sufficient level of
external growth to enable the Irish
economy to achieve annual average
growth of up to 3 additional percent-
age points (i.e. in excess of 57o annual
growth in total), with consequential
beneficial effects in terms of in-
creased job levels.

Demographic and labour
force aspects
the Medium-Term Reaieat forecasts
are also dependent on a parallel set of
assumptions and associated simula-
tions relating to demographic and la-
bour force change. These are, for the
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most part, based on assessments of
past trends and assumptions as to
how particular demographic and Ia-
bour force developments will evolve
during the forecast period. These as-
pects relate to fertility patterns, mar-
riage rates and estimations of the pro-
pensity to participate in the labour
force.

Considering first basic demograph-
ic influences, Irish society will under-
go radical changes over the next fif-
teen years as the full effects of the
demographic changes of recent dec-
ades work their way through the
population. Many of these develop-
ments are already inevitable, given
the pattern of births, deaths and ex-
ternal migration over the past 25
years. In this regard, the key features
are: a major increase in the propor-
tion of the population in the work-
ing-age group; a rapid fall from the
year 2000 onwards in the number of
young persons entering the labour
force; and a large reduction in the
number of children.

The changes indicated for the dif-
ferent demographic components will
give rise to a substantially altered
Irish population structure in the years
ahead. While the overall population
total will show only a modest rise
over the coming decade, averageing
about 16,000 per year to reach a total

of 3,780,000 by 2006, the numbers in
both the "child" (less than 15 years)
and the "youth" (1,5-24 years) cate-
gories will fall. In contrast, the num-
bers in both the 25-44 and the 45-64
age classes will rise, especially the lat-
ter "older working-age" group,
whose share of the total population
will rise from 20o/o to 24'/, . The num-
bers aged 65 years and over will also
increase, but at a much more modest
pace. The overall outcome is, there-
fore, a significant ageing of the Irish
population, but one that will occur
mainly within the broad "active" cat-
egory covering persons aged between
15 and 64 years. These changes will
clearly Iead to a substantial, if tempo-
rary, decrease in the population de-
pendency ratio.

These developments, when taken
in association with changes in the pro-
pensity to participate in the labour
force, effectively determine the scale
and structure of future labour supply.
With regard to labour force participa-
tion, the 1997 ESRI Reaiew assumes a
continuing decline in labour force in-
volvement for young persons aged
between 15 and 24 years (for both
sexes), due primarily to increasing
participation in education - particu-
larly at tertiary level. As for tenden-
cies towards early retirement, these
are also expected to continue to con-

tribute to a reduction in the male la-
bour force, although, again, at a more
moderate pace than in the past. How-
ever, the most significant develop-
ment in this sphere relates to the on-
going rise in the labour force partici-
pation of women aged between 25
and 64 years. This is assumed to con-
tinue to increase strongly over the
coming years, a significant contribut-
ing factor being the continued en-
hancement in the educational profile
of women.

Forecasts of output,
employment and unem-
ployment

Under the Medium-Term Reaieu
forecasts, the Irish labour force is pre-
dicted to increase from 1,476,000 in
1996 to 1,753,000 in 2006, an in-
crease of over 275,000, or L.7Yo on
an annual average basis. Bearing in
mind the demographic and behav-
ioural trends just described, this in-
crease will relate exclusively to the
25-64 age group. The labour force
aged 15 to 24 years is predicted to
fall; so also is that for persons aged 65
years and over. Nearly two-thirds of
the total net increase will arise in the
female work force.

The forecasts also envisage an an-
nual average real GNP growth of
some 5olo between 1996 and 200L,
and a marginally higher rate in the
subsequent five years between 2001
and 2006 (Table 2). This is anticipat-
ed to generate employment increases
of some 2.5%" per annum in the first
five-year period and of about 2o/o be-
tween 2001 and 2006.|n terms of ab-
solute employment gains, these rates
of expansion are equivalent to an an-
nual average increase of over 35,000
(net) between 1996 and 2001-, declin-
ing somewhat to 31,000 in the subse-
quent five-year period. As these job
gains exceed the anticipated growth
of the labour force, this implies some
reduction in unemployment. The na-
tional unemployment rate was
11.9% of the labour force in L996; it
is predicted that this will fall to 8.8%
by the year 200L, and to under 7"/"
by 2006.

Table 1: Labour force classified by age groups in1996, with forecasts for
2006 (in thousands)

7996 2006

Men
15-24 years
2544 years
45-64 years
65 years and older
Total

149
474
287

27
937

130
s30
356

19
1,035

Women
L5-24 years
25-44 years
45-64 years
65 years and older
Total

119
302
112

6

539

1,09

4L5
188

5
717

Total
L5-24 years
25-44 years
45-64 years
65 years and older
Total

268
776
399

-f -f

1,,476

239
945
545

24
7,753

Source: Special tabulations for the 1997 ESRI Mefuum-Term Reatezu database.
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Table2: ESRI Medium-Term Review L997-2003l. major economic aggregates

\996 1997 \998 1999 2000 2007 2002 2003 2004 2005 2006 1996-
200L

2001-
2006

GNP (%) 6.4 5.7 5.9 5.3 4.4 J./ 4.5 5.3 5.6 5.8 4.0 5.0 5.1

Employment change (%) 3.6 3.1 3.9 2.9 1.5 1.5 1,.7 2.2 2.2 2.3 1.8 2.6 2.0

Labour force change (%) 3.7 L.9 2.0 L.9 L.9 1.8 1.8 7.7 1.5 7.4 1.5 1_.9 L.6

Unemployment rate
(% of labour force) 7L.9 10.9 9.1 8.3 8.6 8.8 8.9 8.4 7.8 7.0 6.7

S our c e' ESRI M e drum -T en n Reo t ew L9 97 -2003, April \9 97 .

Sectoral employment
A sectoral sub-division of the em-
ployment forecasts lor 2006 is given
in Table 3. When these forecasts are
compared with corresponding figures
for 1996, they indicate a fall in agri-
cultural employment and significant
increases in virtually all other areas
outside of this sector. The decline in
the numbers at work in agriculture is
mainly a demographic phenomenon
characterised by retirements and
deaths and a decline in the number of
young persons entering farming. By
2006,the numbers employed in agri-
culture will have fallen to just over
6Y" of total employment, a propor-
tion which is approaching the norm in
many other EU countries.

The largest employment increases
are expected to occur in market serv-
ices (nearly 40o/o over the period in
question), especially in the large
"other market" services sub-catego-
ry, which embraces a wide range of
professional and personal services. It
should be noted, however, that a sig-

nificant proportion of the jobs in this
area tend to be part time. Employ-
ment in non-market services is fore-
cast to grow by some 26Yo, i.e. at
much the same rate as total employ-
ment. Within this group, a somewhat
higher rate of expansion is predicted
for the health and education sphere,
as distinct from central and local gov-
ernment administration.

Employment in manufacturing is

forecast to increase by some 24% be-
tween 1996 and 2006. This is a fea-
ture of some significance, because in
many countries, especially in the
more developed larger economies,
employment in manufacturing is at
best static or even falling. The driv-
ing force behind this trend in Ireland
is the high-technology sub-sector,
covering areas such as computers, in-
strumentation and chemicals, which
are largely under the ownership of
multinational enterprises. This ex-
pansion derives both from employ-
ment increases in existing enterprises
and new inward investment. Further-

more, in recent years, after a long pe-
riod of difficult and painful restruc-
turing, more traditional industries (in
areas such as food production, cloth-
ing and textiles, etc.) have begun to
record some employment increases.
The forecasts for the manufacturing
sector as a whole are predicated on
the assumption that these trends will
continue. Employment in building
and construction is also expected to
increase over the forecast period, at a

somewhat slower pace than in manu-
facturing. This will be mainly de-
pendent on continuing levels of eco-
nomic growth and the pattern of
physical investment envisaged over
the forecast period.

Employment by occupation
The employment forecasts derived
from the periodic Medium-Term Re-
aiew computations are normally used
as a basis for compiling a parallel set
of occupational employment fore-
casts. This work is carried out under a
joint contractual arrangement be-

Table 3: Employment trends by sector, with forecasts for 2006

Sector

1991 \996 2006

In

1,000

Per-

centage

In
1-,000

Per-

centage

In
1,000

Per-

centage

Agriculture 155 13.7 136 10.6 103 6.4

Manufacturing 232 20.5 251 19.5 312 t9.3

Utrlities 1,4 1,.2 74 1,.-1, 10 0.6

Building 78 6.9 86 6.7 105 6.5

Market services

- Distribution
- Transport and communications

- Other market services

468
173

66
229

41,.2

15.2
5.8

20.2

588
193

80
315

45.8
1s.0

6.2
24.6

827
262
113
447

50.9
1,6.2
7.0

27.7

Non-market services

- Health and education

- Other

187
118

69

1,6.5

1,0.4

6.1,

209
135

74

16.3
10.5
5.8

264
173

9L

1,6.3

10.7
5.6

Total 1,,134 100 1,,284 100 1,,61,5 100

Source: ESRI Mediwn-Ternr Reoteu 1997-2003, April1.997
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tween the ESRI and the National Em-
ploynrent and Training Authority
(FAS). A set of such forecasts is cur-
rently being prepared with 2003 as

the target forecast year and will be
published in November 1997.

The most recent set of occupation-
al forecasts, with 1998 as the target
year, were issued in March 1995
(Canny et al. 1995). While these still
provide a satisfactory picture of
changes in employment by occupa-
tion when viewed in a structural or
distributional sense, it must be borne
in mind that the predicted 1998 em-
ployment levels on which they were
based are now too low, as the recent
rapid increases in the numbers at
work in the Irish economy were not
foreseen when the forecasts were be-
ing prepared. It is, nevertheless, of in-
terest to observe the rates of change
for different occupations in a relative
sense, even if the rates of expansion
for individual occupations may be un-
derstated.

Figure 1 shows percentage rates of
change for fourteen occupational
groups for the period from 1991 to
1998. These results show that the fast-
est rates of employment growth relate
to managerial and professional occu-
pations (for which the possession of
tertiary-level qualifications would
generally be a requirement). Howev-
er, occupations associated with service
activities were also predicted to ex-
pand rapidly in areas such as sales, se-

curity and personal services. In the
manual sphere, modest expansion at or
about the national average was fore-
cast for skilled craft activities, but rath-
er more sluggish rates of growth for
semi-skilled operatives in areas such as

production and transport were predict-
ed. The number of unskilled manual
workers was expected to decline sig-
nificantly. These results bear a marked
similarity to those derived from similar
employment forecasting exercises car-
ried out in other countries.

Other forecasting exer-
cases

As indicated earlier in the paper, the
State Industrial Development Au-
thority, Forfds, published labour

force and employment forecasts in
L996 as part of a wider development
strategy document. These projec-
tions, which were issued at a some-
what earlier stage in the current
growth period than the more recent
ESRI forecasts, indicate somewhat
lower levels of future labour force
and employment expansion. The
work force is anticipated to expand
by about 16,000 per year on average
between L996 and the year 2010,
compared with the figure of some
26,000 given by the ESRI Medium-
Term Reoiew forecasts for the same
period. Employment expansion is

also predicted to be lower - 22,000
on average per year compared with a

corresponding ESRI figure of over
30,000. However, the predicted fall
in the unemployment rate (to about
6% by 2010) is similar to that forecast
by the Reaiew exercise, as the Forfiis
projections involve both lower levels
of labour force and employment
growth. However, the latter outcome
emerges in a context where there
would be some net population loss
through emigration.

The main factors listed in the For-
fds report as requiring urgent atten-
tion in order to achieve the growth
performance indicated relate to the
development of an "enterprise cul-
ture", i.e. a transformation in the ca-
pability of indigenous industry so as

to improve levels of innovation and
competitiveness and further develop-
ment of the attractions that Ireland
offers to foreign direct investment in

terms of skill availability, infrastruc-
ture and incentives. The report also
advocated reforms of the taxation
system so as to establish an environ-
ment more conducive to innovation
and commercial risk-taking.

Policy issues
There are a number of policy issues

arising in the context of the socioeco-
nomic scenarios portrayed by the
above-mentioned forecasts.

The first relates to the probability
of "economic congestion" arising as a
result of the anticipated high growth
rates. While this can occur across a

wide spectrum of economic activities
(e.g. in an infrastructural sense), as

the labour market is concerned, the
most likely problem could relate to
the emergence of skill shortages.
Even allowing for the known difficul-
ties in obtaining accurate information
on this aspect, there are signs that
some skill shortages may be emerging
in high-skilled areas and in the build-
ing and construction sector. While
this has implications for the education
and training systems, instant changes
are neither possible nor desirable in
these areas, even though the period
over which the forecasts apply in-
volves a sufficiently long-term per-
spective as to allow some corrective
measures designed to meet genuine
requirements to be taken. However,
employers also have a responsibility
in meeting such challenges, and it can
indeed be argued that an adequate re-

Figure 1: Employment change by occupation L991-98 (in %)
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sponse from this source can be
achieved relatively quickly and in a

manner which focuses more effective-
ly on the particular deficiencies in-
volved.

A further important issue concerns
the position of the long-term unem-
ployed and other disadvantaged
groups. Despite the impressive eco-
nomic performance of recent years,
long-term unemployment remains
stubbornly high and only limited
progress has been made in alleviating
it. There is a growing concern that the
fruits of economic progress have not
extended to such groups and that fur-
ther efforts or different approaches
are needed in dealing with these
problems. The ESRI Medium-Term
Reaiew emphasised that the "window
of opportunity" temporarily afforded
by falling dependency levels in the
population as a whole should be uti-

lised to address urgent quality issues

in society, and to alleviate pockets of
deprivation.

Another policy consideration re-
lates to maintaining cost discipline.
While there are many factors which
contributed to the strong growth per-
formance of recent years, maintaining
competitiveness has been a funda-
mental element in the entire exercise.
This was assisted by a series of mod-
erate collective wage agreements
which commenced in 1987. There are
signs, however, that this consensus is

weakening in the face of increasing
numbers of "exceptional" wage
claims, especially in the public sector.
Indeed, in a wider context, there are
disturbing signs that the prospect of
continued growth is encouraging
wholly unrealistic and unwarranted
demands for increases in public ex-
penditure. There will, therefore, be a

need for both government and the so-

cial partners to ensure that the coun-
try's competitive position is not erod-
ed by allowing undue concessions to
be made in these areas. Past experi-
ence has indicated that the loss of
competitive advantage in the Irish
economy can quickly translate into
reduced levels of economic growth
and job creation.

Jerry Sexton
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Italy

Forecasting in ltaly

In addition to the government, lead-
ing Italian forecasting institutes (such
as Prometeia, Cer, Irs, Isco and Con-
findustria) publish forecasts of em-
ployment trends and unemployment
rates within short- to medium-term
forecasting scenarios for the whole
national economy. Longer-term fore-
casts of labour market variables do
not exist. Prometeia produces medi-
um-term forecasts (5-6 years) at a rel-
atively high level of disaggregation:
labour demand is differentiated into
self-employment and dependent la-
bour, the latter by economic sector.
Some efforts are also made to de-
scribe labour supply trends. The gov-
ernment labour market forecasts only
cover employment trends and unem-
ployment rates and they represent

programmatic goals
of economic policy
three years.

for the direction
for the following

The National Institute of Statistics
(ISTAT) and the General Accounts
Office (GAO) report demographic
projections for the coming decades.
Those given by the GAO are con-
ceived with a view to supporting gov-
ernment decisions about economic
policy; nonetheless, they offer inter-
esting considerations in relation to
the working-age population trend.

With regard to the monitoring of
employment trends by occupation as

well as by educational attainment lev-
el, the Union of Italian Chambers of
Commerce, along with the Ministry of
Labour and the European Union,
launched a "Permanent System of In-
formation" called Excelsior in 1997.
Each year a sample of about 90,000

firms which is representative of the
whole country is contacted, with the
exclusion of the agricultural sector
and those sectors dominated by pub-
licly owned firms. These firms were
initially asked to state the number of
persons in employment at the end of
1996 and to forecast the inflows and
outflows for the following two years,
that is !997 -98. Particular attention is
paid to the type of professions that will
be required in future by the firms. The
extreme disaggregation of the infor-
mation makes it possible to reproduce
a capillary picture of labour demand.

Prometeia carries out systematic
forecasts involving regional scenarios
whose homogeneity facilitates inter-
regional comparisons. The technique
used to forecast regional variables is

of the top-down type as far as the de-
mand side is concerned, whereas it is
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bottom-up for determining popula-
tion flows and the consequent labour
supply.

Major trends
Population proiections and
labour supply
Recent projections of Italian popula-
tion trends for the next fifty years
have been elaborated by both ISTAT
and the GAO. The impacts on labour
supply are derived from the projec-
tions relating to the working-age pop-
ulation. Various alternative evolu-
tionary scenarios are presented. In re-
spect to some variables, more extreme
hypotheses are compared to a "trend"
scenario, so called because it depicts
an evolution that reflects the most re-
cent population trends. The ISTAT
and GAO scenarios present broadly
the same trends for the coming years,
although there are different assump-
tions (mostly by the GAO) and differ-
ent methodological hypotheses.

The process of population ageing
will continue: the number of births
will decline by 265 units (especially
after 2010), according to the GAO's
scenario, and by 185 units for the
year 2045, according to ISTAT. This
decline in the number of births is not
related to a further reduction of the
fertility rate, but to a decrease in the
number of women of fertile age, with
fewer young and more elderly people
both absolutely and as a share of the
overall population-replacement rate
(as shown in Table 1). As far as the
working-age population is concerned
(L5-64), it will remain constant for a

short period and then drop signifi-

cantly, with a steady increase in the
dependency rate.

Two central trends will character-
ise labour supply flows in the next
few years: firstly, the decline in the
working-age population (15-64) will
continue; secondly, the rise in partici-
pation rates will also be maintained.

Participation rates are, however,
currently below the European aver-
age. The pension reform should stop
the fall of the male activity rate
(among 50-69 year-olds, the rate de-
clined from 58.9% in the period
1983-85 to 48.8% in the period
1993-95) thanks to the restrictions
imposed on, for example, disability
pensions and early retirement
schemes for firms undergoing restruc-
turing. On the other hand, the female
activity rate will keep on rising. Ac-
cording to Prometeia, it will increase
by four and a half points compared
with today, peaking at over 51-'/" in
2002. This tendency will be more ac-

centuated in southern Italy, where fe-
male participation in the labour mar-
ket (22.4% in 1995) is still far below
the European average.

An important role will be played
by immigration, which, however, is

difficult to forecastl. Prometeia as-

sumes a constant migratory flow. In
that case, while the working-age nat-
ural population is forecast to fall in
the years 1991-99, the total popula-
tion could grow, whereby the in-
crease would be entirely attributable
to the male component; immigration
is still predominately male. In the
coming years, the working-age popu-
lation could drop if the migratory
flows fail to offset the decline in the
native population.

The macroeconomic scenario
and unemployment rates

The labour market picture drawn by
Italian forecasting institutes for the
next two to three years (and by Pro-
meteia until 2002) is not particularly
comforting. The Italian unemploy-
ment rate will remain at a high level
for the next two years at over L2Yo.

Not until L999 is it expected to de-
crease. Only the government targets
are more optimistic, aiming at an un-
employment rate of t0.4% in 2000
(compared to 12.1-'/" in 1996). Table
2 depicts Prometeia's scenario for
2002, which was elaborated in March
t997.

We will have to wait until 1999 to
see a significant improvement in em-
ployment rates, as GDP growth will
remain weak. However, it emerges
that the elasticity between employ-
ment and economic growth willl im-
prove slightly in the coming years, al-
though it will still be significantly low-
er than in the early 1980s. On the
whole, there are no significant differ-
ences between the rates of growth of
dependent and self-employed labour.
Atypical forms of employment (such

as part-time, fixed-term and agency
contracts) still play a marginal role in
Italy, mainly due to restrictive legisla-
tion, whereas the various forms of
"unofficial" employment are very

1 Until the early 1"970s,Italy exhibited a neg-
ative migratory balance: outflows exceeded
inflows. Since then, the balance has been
positive and increasing. Data for 1995 show
the presence in Italy of almost a million for-
elgners, of which 83"/. are from non-EU
countnes.

Table L: Demographic data for Italy - trend scenario: low increase in fertility, reduction in mortality, stable migra-
tion flows

1996 2000 2005

Total Men Women Total Men Women Total Men Women

Old-age ratel 1,.1 0.9 t.4 L.2 1.1 1.5 1,.2 0.9 1.5

Dependency rate2 0.3 0.4 0.3 0.5 0.4 0.5 1.0 0.5 2.3

Replacement rater L.1 1.2 1.0 0.9 1.0 0.8 0.9 0.9 0.8

1 Population over 64lPopulation under 15.

2 Non-working-age population (<15, >64)/Working-age population (15-64).
3 Population entering working age (15-19)/Population exiting working age (60-64).

Source: ISTAT: Demographic projections, trend scenario.
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Table 2: Labour demand and supply trends in ltaly (annual percentage changes)

7996 1997 1998 1999 2000 200L 2002

Population 0.2 0.2 0.2 0.1 0.0 -0.1 -0.1
Workrng-age population 0.2 0.1 0.0 0.0 -0.1 -0.1 -0.2
Participation rate 60.1 60.3 60.7 61.0 61,.4 61.8 62.L

Labour force 0.6 0.5 0.6 0.5 0.5 0.5 0.3

Total labour units 0.1 0.0 0.5 0.7 0.7 0.8 0.9

Self-employment labour units 0.3 0.5 0.6 0.9 0.8 0.8 0.7

Employees (full-time equivalents)

- Agriculture
- Industry
- Market services

- Non-market services

0.0

-3.0
-0.5

L.6

-1.0

-0.2
-1,.9
-0.5

0.4

-0.4

0.5

-L.4
0.8
0.9

-0.3

0.7

-1.1
0.9
1.1,

0.0

0.7

-0.9
1_.1

1,.2

0.0

0.9

-0.7
0.8
1,.7

0.1

1.0

-0.7
0.7
L.9
0.3

Unemployment rate 12.1 12.4 12.5 12.3 L2.2 11.8 11.3

Source: Prometeia: Rapporto di preatstone [Economic Forecasts Report], March 7997 .

widespread2. Since the early 1990s,
however, part-time and fixed-term
employment have expanded and now
exhibit a cyclical pattern similar to
that of other European Countries. In
the future, the introduction of agency
work, the incentives for part-time
work and the deregulation of fixed-
term contracts under the recently ap-
proved "Treu package" should sup-
port the development of such flexible
forms of employment.

Sectoral and occupational
trends
The dynamics of dependent employ-
ment, according to Prometeia's data,
varies between sectors: the public
sector will continue to make a nega-
tive contribution to the development
of jobs until 1999 because of restruc-
turing and the present policy of cuts
in government spending. In the agri-
cultural sector, the process of labour
shedding will go on, but less drastical-
ly than in recent years. As far as in-
dustry is concerned, the employment
prospects are rather bleak. In 2002,
industrial employment will be nearly
three hundred thousand persons low-
er than ten years before. Employment
in market services will increase
thanks to the process of tertiarisation.

The main results that emerge from
the Excelsior survey depict a labour
market characterised by a slight in-
crease in dependent employment in
the years 1997-98 (+0.65%). The
main contribution to this increase

comes from the service branches of
tourism (+1,.9%), business services
(+1.8%) and social services (+L.2%).
In the industrial sector, an inverse re-
lation was revealed between firm size
and their capacity for creating new
jobs. In comparison with employment
growth rates of 2.5o/o forecasted for
very small firms (with less than nine
persons in employment), employ-
ment losses of 0.9% are forecast for
Iarge firms (with more than 200 em-
ployees). In line with this distribution
of employment growth by firm size,
the analysis of employment by occu-
pation shows that while blue-collar
workers will experience significant
growth (+0.8%), the number of man-
aging directors (required mainly by
large firms) might actually decline.
This trend is particularly evident in
industry. Services, on the other hand,
will enjoy a general increase of em-
ployment, with a trend towards the
top of the employment structure in
respect of occupational level. Em-
ployment growth will benefit retail
traders, employees in the catering
services and in the administrative and
organisational functions in particular.
Among skilled workers, an important
role is played by metal workers and
by plant and machinery operators.
Very important is also the employ-
ment contribution of the social servic-
es professions. The educational quali-
fication preferred by firms are the di-
plomas of financial, technical and
computer specialists. The university
degrees most heavily in demand are

those in economics and in electrical
engineering.

Regional trends
A prominent characteristic of the Ital-
ian economy and labour market is the
large and increasing regional dispari-
ty: in L996, the average unemploy-
ment rate was 6.6''/o for the northern
regions, whereas it peaked at 21,.7%
in the South. The slight improvement
forecast for Italian GDP and employ-
ment in the coming years will not be
sufficient to bridge the regional di-
vide. On the contrary, Prometeia's re-
gional forecasts of March \997 sug-
gest a progressive widening of the gap
as far as aggregate demand variables
are concerned. Demographic trends
could also contribute to maintaining
the high unemployment rate in south-
ern Italy under the otherwise prevail-
ing conditions (such as productivity
rates and inland migratory flows). As
a matter of fact, population projec-
tions suggest that we will witness a

progressive redistribution of the pop-
ulation towards the South given the
higher fertility rates in southern re-
gions (a fertility rate of 1.47 in the
South compared to 1.04 in the North
or1994 data). This process will affect

2 Ln1996, part-time employment represented
only 6.6%" of total employment and fixed-
term contracts 5.3 %. On the other hand, re-
cent national accounts estimate that about
L5% of Itahan residents' employment rela-
tions are either non-regular or non-de-
clared. In additron, about 700,000 jobs are
held by unregistered immigrants.
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the working population in a more
marked way, given that in L996
18.8% of the population of southern
Italy was aged under 15, compared to
only \2.6'/' in the rest of Italy.

Even among the northern regions,
developments will be far from homo-
geneous evolution. According to Pro-
meteia forecasts, the north-east, after
years of fast growth rates of both
GDP and employment, will undergo
economic restructuring and a margin-
al reduction of employment in the
coming years. Different, and more re-
alistic, are the Excelsior survey re-
sults that point out some good per-
formances for the north-east areas for
the next two years (+1.7% employ-
ment growth), while the north-west-
ern regions appear less promising,
above all where there is a bigger con-
centration of large firms.

Suggestions for policy
responses
Forecasted labour market trends
show a continuation of the structural
problems of the Italian labour mar-
ket, in particular its regional dualism
and the difficulty of reducing the un-
employment rate through the crea-
tion of regular employment.

There is thus an urgent need for a

sound development policy for south-
ern Italy and for policies to reduce ir-
regular work as a share of total em-
ployment by altering the structure of
comparative advantage between reg-
ular and illegal/irregular activities.
Most of these issues are under debate
in Italy and some steps have been tak-
en (see, for example, the recent regu-
lation on "emersion contracts", in or-
der to support the emersion of irregu-
lar work, the deregulation of fixed-
term contracts and the incentives to
work part time).

Some positive elements are, how-
ever, emerging from most forecasts:
the reduced growth of labour supply
due to demographic trends and the
recent increase in the employment/
GDP elasticity probably linked,
among other things, to the increased
flexibility of the Italian labour mar-
ket. The continuing important role of
small and medium-sized firms in cre-
ating employment is also underlined.
Such positive elements should be ac-

companied by appropriate policies.

Demographic trends, with the
sharp increase in the old-age popula-
tion and the decline of the working-
age one, are pressing for a rapid revi-
sion of the Italian social security and
welfare systems. There is currently a

debate under way in Italy concerning
a reform of the welfare system, and
these issues are on the government
agenda for 1997. Current proposals
are calling for a revision of the pen-
sion system (mainly by prolonging
working age and restricting early re-
tirement, by changing from a wage-
related to a contribution-related sys-
tem and by reducing current dispari-
ties among categories of workers), of
income-support policies (for example,
by revising the entire system of un-
employment benefits) and for the ac-
tivation of policies supporting labour
market participation and labour mo-
bility.

Policy reforms are also required in
the area of education and training.
Such intervention is particularly nec-
essary considering the role of small
and medium-sized enterprises in fos-
tering employment growth and the in-
creased role of atypical jobs and la-
bour flexibility on the Italian labour
market.

The forecasted increase in female
participation rates demands a revi-
sion of Italian social policies aimed at

families and renewed attention for
equal opportunity actions.

Finally, a remark should be made
concerning the lack of adequate la-
bour market data in Italy, which up to
now has limited the calculation of de-
tailed and complete estimates of fu-
ture trends, especially at the local lev-
el. The increased attention given to
labour market issues and the provi-
sion of new administrative data sets,

together with the increasing role of
local authorities in labour market pol-
icies, are creating new opportunities
in this field.

Manuelq Samek
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Luxembourg

Comment on forecasts
The Institute for Mathematical Scienc-
es and Applied Economics (Institut de
Sciences Mathdmatiques et Econo-
miques Appliqudes - ISMEA) attempt-
ed in 1996 to forecast labour market
trends in the EU and its Member States
up to 2015. The institute based its cal-
culations on retrospective and project-
ed time-series data on demography,
employment and unemployment.

Apart from the calculations by IS-
MEA and the Eurostat projections,
which cover all the Member States of
the EU, there are no national medi-
um- or long-term forecasts for Lux-
embourg. The only existing national
report which contains short-term pro-
jections was produced by the Central
Service for Statistics and Economic
Studies (Seroice Central de la Statis-
tique et des Etudes Economiques -
STATEC). In its last annual report on
the Luxembourg economy (published
in June 1997), STATEC describes the
development of and the perspectives
for the economic situation between
1996 and1998.

Description and discus-
sion of maior trends

Ageing of the (active) popula-
tion

The Eurostat prognosis indicates that
the total population will age until
2050: those younger than 40 decrease
from 55% to 46'/, of the total popula-
tion, while the oldest generation (80+)
increases from 3% to9% (cf. Table t).
The proportion of those aged over 60
to those aged20 or younger continues
to rise, from76Y" to 132%.. The age-
ing within the old age group (which is

determined by the proportion of 80+
to 60+) increases from20o/o to 41"/".
The "dependency coefficient" (which
compares the 60+ and -20 with the
working-age population) increases
from79"/" to L04Y".

Expansion of dependent
employment to slow in the
short run

The expansion of dependent employ-
ment has slowed down progressively
since 1990, declining from a growth
rate in excess of 4"/o to 2.8% in 1996.
ln 1997 and 1998, this process will
continue, with growth rates of 2o/o

and2.5"/.. At the same time, the pro-
portion of part-time workers will rise.

The relative importance of em-
ployment in the industrial sector will
decline owing to large-scale redun-
dancies in the steel industry. This sub-
sector has stagnated since 1990, after
a period of significant growth be-
tween 1985 and 1990, at an annual
growth rate of 2.2Yo.

The bank sector will recruit more
slowly because of the reorganisation
which seems inevitable in the run-up
to the introduction of the euro. In the
sector of other marketable services,
job creation remains substantial.
Since 1990, 20,000 jobs have been
created in this sector, about 50% of
which have been occupied by foreign
workers (cross-border migrants).

The increase in the sector of non-
marketable services will also slow
down, but will still achieve a growth
rate of 2Y".

Higher unemployment rate in
the short run

As the growth of employment slows
down (with the exception of the mar-

Table 1: Projection of population by age group (in %)

2000 2010 2020 2050

0-19 years
20-39 years
40-59 years
60-79 years
80 years and older

25.1
29.5
26.3
16.0

3.2

24.5
25.5
29.L

26.8
4.0

22.2
25.7
27.3
19.8
5.0

2L.7
24.5
25.0
20.2

8.5

Total 100.0
(43s,000)

100.0
(471,000)

100.0
(501,000)

100.0
(s63,000)

Sotrrce' Eurostat.

Figure 1: Unemployment rates from 1983 to 2015
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ketable services sector, but not bank-
ing), the unemployment rate will rise
slightly, from 3.1"/o in 1996 to 3.5%
in 1998. However, this remains far
below the 10% or more in the other
European Member States.

For long-term projections concern-
ing unemployment rates, we rely on
the data provided by ISMEA. Where-
as the demographic projections of the
active population made by ISMEA (cf.
Figure 2) are very reliable, the unem-
ployment forecast relies on prognoses
of both the activity rate and employ-
ment. As far as the latter is concerned,
the basic scenario of DGII has been
chosen. This one predicts a growth of
employment of 0.7% for all the coun-
tries of the EU taken together. The
growth of employment for Luxem-
bourg is also calculat ed al 0.7 o/o . The
main purpose in the analysis of IS-
MEA consists in bringing forward in-
dicative tendencies in the future. It is
in the Iight of this that the projections
that result in a negative unemploy-
ment rate - which would happen in
approximatively 50Y, of the 150 Eu-
ropean regions in 20t5 - have to be
understood. These negative unem-
ployment rates do not have to be in-
terpreted as absolute numbers, as they
are only intended to show the relative
importance of the changes in compar-
ison with the (positive) rates of other
years. As is shown in Figure 1, the un-
employment rate in Luxembourg will
decline (to -5% in 2015).

Feminisation of the labour
market in the long run

According to the projections made by
ISMEA, the female activity rate will
increase from 48o/o in1997 to 56'/. in
2015, whereas the male activity rate
will decline fromT6Yo to 65%". This is
illustrated in Figure 2.

An increase in part-time work
When we look at the development of
part-time work over the last ten years
(cf. Table 2),we see that the propor-
tion of female workers working part
time has risen from L6.l% in 1985 to
20.3% in 1995. Together with the
prediction of a further feminisation of
the labour market, we can forecast a

clear rise in part-time work in the
coming years.

Conclusion
ln the short run, the most important
change consists in the slowing down
of the growth of dependent employ-
ment. Because of the rise of part-time
work, the implications for unemploy-
ment rates are limited; however, it
should also be mentioned that a con-
siderable number of new jobs are pro-
jected to be occupied by foreign
workers, who already constitute 29%
of the active population. Thus, the
number of "frontaliers" can be ex-
pected to grow further as a conse-
quence of the severe domestic labour
shortage.

ln the long run, the two most im-
portant trends are the ageing and the
feminisation of the labour market. In
order to retain older workers in the
labour market for longer, the Luxem-
bourg government is currently work-
ing out the framework for partial ear-
Iy retirement schemes. This will ena-
ble older workers who want to work
less hours to remain in the labour

market, instead of leaving them no
other choice but full early retirement.

In order to stimulate the participa-
tion of women in the labour market,
several measures are planned in the
near future, such as:

- specific training programmes for
women who wish to re-enter the
labour market, with the emphasis
on practical courses;

- the creation of a ministery to pro-
mote female labour;

- the setting up of a committee on fe-
male labour in which government,
and workers' and employers' or-
ganisations are represented and
which will issue recommendations
or ways to stimulate female partici-
pation in the labour market.

Jan Denys & Peter Simoens
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2: Activity rates by gender
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Table2t Proportion of employees working part time (in %)
1985 1990 L995

Men 2.5 1.8 L.L

Women 1,6.L 76.6 20.3

Total 7.1 6.9 7.9

Source: Eurostat: Labour Force Survey.
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Netherlands

lntroduction
Prospects for the unemployed in the
Netherlands are slowly improving.
Labour supply and demand are grad-
ually converging, at least in purely
quantitative terms. A more qualita-
tive analysis reveals, however, that
the fruits of economic development
will not automatically be equally
shared and enjoyed by all segments of
the population.

This article outlines the quantita-
tive and qualitative trends emerging
from some recently published fore-
casts. A brief description of the insti-
tutional structure of labour market
forecasting in the Netherlands pre-
cedes this outline. The article con-
cludes with an exploration of the poli-
cy implications that can be inferred
from these trends.

The institutional structure
of Dutch labour market
forecasting
Twice a year, the Dutch Central Plan-
ning Bureau (CPB) publishes an eco-
nomic outlook for the Netherlands
which contains labour market fore-
casts. Other institutions, like EIM
Small Business Research and Consul-
tancy (EIM) and the Nijenrode Forum
for Economic Research (NYFER), also
publish very short-term forecasts on a
regular basis.

Labour market trends, however,
unfold in the medium and long term
only, and such forecasts are usually
made much less frequently. CPB and
EIM are the main institutions involved
in medium-term forecasting on the
Dutch economy. Usually, these fore-
casts take the form of scenarios. Often
they are built up stepwise:

- first, an analysis at the macro- and
mesoeconomic level;

- subsequently, in-depth studies of
specific aspects, often carried out
by specialised research institutes.

Long-term scenarios of labour market
development in the Netherlands have
been developed in cooperation be-
tween the CPB and the Dutch central
statistical office (CBS). Within this
project, three scenarios for popula-
tion and labour supply up Io 2020
have so far been elaborated.

Future labour supply and
demand

It is expected that employment
growth will exceed the growth of the
labour force during the period 1997
to 2004.

The degree to which this will hap-
pen depends on the scenario for the
supply of labour. The three scenarios
mentioned above each sketch a dif-
ferent vision of economic and socio-
cultural developments in the next 25
years.

Table 1 shows the development of
the labour force according to the
three scenarios for the short and me-
dium term. It is expected that the
population of working age will in-
crease from 9.6 million in 1995 to be-
tween 9.9 million (DE scenario) and
10.1million (EC scenario) in 2005.

For the development of labour de-
mand, only one recent scenario is
available for the Netherlands. This
scenario extrapolates past trends, tak-
ing into account foreseeable develop-
ments in world trade, inflation, etc.

The business cycle is not considered.
Table 2 presents the forecast for em-
ployment growth in the short to me-
dium term. Employment growth will
be somewhat higher for the self-em-
ployed than for employees.

To conclude this section, Table 3
compares the scenarios for the devel-
opment of labour supply and de-
mand. All in all, it is expected that un-
employment will decrease gradually:
by some 2% of the labour force be-
tween 1997 and 2003, according to
the EIM scenario. These conclusions
are in line with the expectations ex-
pressed in an oft-quoted report by
the Scientific Council for Govern-
ment Policy (WRR) on the dichotomy
in society. The Council expects that
the gap between employment and la-
bour supply will diminish and even
"turn around" in the period until
2015. According to the Council, the
unemployment rate will start de-
creasing in the year 2000, and this
may even lead to labour supply con-
straints later on.

A closer analysis of the
trends
The overall developments described
above apply by no means evenly
across all segments of the population
and the economy.

Labour supply forecasts predict an
ageing work force. The labour market

Population and labour supply: three scenarios (CBS and CPB)

- Divided Europe (DE). This scenario
assumes a stagnation of European in-
tegration. As a result. socioeconomic
problems are not adequately dealt
with and economic development lags
behind that of the USA and Asia;

- Global Competition (GC): Dynamic
technological development, strong in-
ternationalisation, individualisatron
and an important role for market
mechanisms are emphasised in this

Source: Centraal Bureau voor de Statistiek (CBS) and Centraal Planbureau (CPB),
1997.

scenario. At the same time, the wel-
fare state becomes more frugal;

- European Coordination (EC): policy
coordination is the central element in
this scenario. Solidarity and social co-
hesron are considered rmportant. Fur-
ther integration occurs within Europe,
on the basis of "a two-speed Europe".
Globally, a certain degree of isolation-
ism exists between the power blocks.
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Table 1: Forecast growth of the labour force (20-64 years), 1995-2005
(in %)

Scenario 1995-2000 2000-2005

DE scenario 5 2

GC scenario 6 5

EC scenario 6 5

Source: Centraal Bureau voor de Statistiek (CBS) & Centraal Planbureau (CPB), 1997 .

participation of women is expected to
increase further. The labour market
participation of migrants will contin-
ue to be relatively low.

As for labour demand, the fastest
employment growth is expected in
services. Whereas smaller enterprises
were the main source of job creation
during the recession, large enterpris-
es are now catching up. People will
spend less time at work: weekly

working hours in full-time jobs will
decrease, while the number of part-
time jobs will increase. Broadly, the
over-supply of relatively low-skilled
labour will continue, whereas compa-
nies will face labour shortages with
respect to a number of generally
high-level qualifications.

These trends are described in more
detail in this section.

An ageing work force

As the average age of the population
continues to rise, demographic pres-
sure, defined as the ratio of young
people and older people to persons
aged between 2O and 64, will in-
crease. If participation rates remain
constant, this implies an increase in
the ratio between inactive and active
people. The financial implications of
this development are obvious: rela-
tively fewer people will have to bear
the costs of education for the young
and of pensions and medical facilities
for the elderly. An increase in partici-
pation rates (especially of older peo-
ple) might compensate for this.
Whether such a compensation will oc-
cur depends on the scenario envis-
aged. The participation rate of men
will only increase in the scenarios
with relatively high economic growth.
More pensioners will also perform
paid work in this scenario, though
their number remains limited. But
only in one of the scenarios (Global
Competition) does almost full com-
pensation occur.

The average age of the labour
force will also increase. The share of
those over 55 doubles or even triples
between L995 and 2020 in all three
scenarios. The largest increase occurs
between 1995 and20L0.

Specific efforts are needed to keep
older workers involved in the labour
market. The skills and aptitudes of
older workers are in danger of be-
coming outdated. This trend is being
reinforced by today's rapid techno-
logical developments. This means
that older workers will often be less
productive, weakening their position
in companies and on the labour mar-
ket.

Previously, older workers often
left the labour market "silently", tak-
ing an occupational disability pen-
sion. They now increasingly end up
claiming unemployment benefits, be-
cause recently the criteria for disabili-
ty benefits were tightened. When pre-
senting the 1997 Central Economic
Plan to the press, the Director of the
CPB expressed his fear that unem-
ployment benefits were replacing dis-
ability benefits as an "exit" route for
older workers.

Table 2: Expected growth of employment in labour years and number of
persons, 1997-2003 (in %)

Labour years Persons

Entire period 1,1,.4 t5.2

Annual average 1.6 2.0

Source: van der Hauw et al. (1997).

Table 3: Expected growth of the labour force and employment, t997-
2003

Average annual change in %
Labour force

- DE scenario

- GC scenario

- EC scenario

0.7
1.1

1.1

Employment

- in labour years

- in persons
1,.6

2.0

Unemployment change
in % of the labour force -0.3

Source: van der Hauw et al. (1997).

Labour demand: a moderately favourable scenario (ElM)

The most recent medium-term labour
market outlook(7997-2003) for the Neth-
erlands was published by EIM Small Busi-
ness Research and Consultancy in May
this year. It is based on somewhat optimis-
tic assumptions - although consistent with
recent economic developments - with re-
spect to the international environment. A
macroeconomic scenario was constructed
focusing on the development of employ-
ment by industry and enterprise size-
class. In this scenario, export growth is the

Source: van der Hauw et al. (7997).

driving force behind economic growth. In-
vestment develops favourably, as does
private consumption, as a result of the
confidence of entrepreneurs and consum-
ers with regard to economic development.
Inflation rates are relatively low. To a

large extent, this is the result of moderate
wage growth. In fact, wages grow by less
than the sum of inflation and labour pro-
ductrvity (the "polder" model), which to a

large extent explains why employment
develops favourably.
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Increasing participation of
women

In the Netherlands, the labour market
participation of women has tradition-
ally been rather low. It has increased
substantially since 1985, although in
recent years this trend has virtuallly
come to a standstill. Increasing partic-
ipation, for all workers, is predomi-
nantly the result of higher education-
al levels. Participation by well-edu-
cated women, however, is still less

than that of educated men. Increasing
labour market participation is also

clearly correlated to the growing
number of part-time jobs.

In the CBS/CPB labour supply sce-

narios, it is expected that in the future
the labour market participation of
women will continue to increase to
levels comparable to those in Sweden
and the USA.

Working time and part-time
work
Ln1995, an average of 1.089 persons

were equivalent to a full-time job. In
1973, the same ratio was 1.043,
showing a general tendency towards
more part-time labour. It is expected
that this trend will continue. Average
working time is now about 35 hours a

week; it is expected that this will de-
crease to 32 or 31 hours a week in
2020 (cPB L997).

The number of "flexible" workers
is also still increasing: inL996, half of
total employment growth (100,000)
consisted of flexible workers under
contracts. Flexible workers are those
with a flexible number of working
hours or employees with a fixed-term
contract for less than one year (CBS

1997).

Shortages of high-skilled
labour
The labour supply scenario includes a

detailed analysis of qualifications and
professions for which labour shortages
and surpluses may arise. This analysis
is difficult to summarise; therefore,
only some very general or particularly
marked trends are mentioned here.

A general trend seems to be that
labour shortages are expected to oc-

cur more often in professions requir-
ing higher qualifications. No shortag-
es are expected for workers with low-
er-level technical education. In fact, a
supply surplus is expected for several
types of education, in particular, for
example, for bakers or cooks and re-
lated training, as well as for sales and
trade qualifications. For higher voca-
tional education and for people with a

university degree, it is expected that
the demand for labour will exceed the
supply in most cases (i.e. for most
types of education).

Gap of participation rates of
migrants to rise

According to the labour supply sce-

narios, the labour market participa-
tion of migrants is expected to in-
crease. However, due to the continu-
ous inflow of low-skilled migrant
workers, who have low participation
rates, the increase will be less than for
the population as a whole.

Employment growth in service
industries
In the EIM labour demand scenario,
the fastest employment growth takes
place in the services industries: hotel
and catering, business and financial
services, car and repair companies,
and other market services (including
the cleaning industry). Wholesale and
retail trade and transport and com-
munications take up a middle posi-
tion. Manufacturing employment
growth will be moderate. The small-
est employment growth will occur in
agriculture, mining and quarrying,
and gas, water and electricity. These
differences reflect the gradual transi-
tion towards a knowledge-based
service economy.

Large companies on the
rebound
As regards the size of the firms, it
should be noted that in the recent
past, employment growth in the
Netherlands has been concentrated in
enterprises employing less than 100
employees. From1997 to 2003, how-
ever, the difference between employ-
ment growth in SMEs and Iarge com-

panies will be rather small. Thus,
there seems to be a trend reversal un-
der way as regards the enterprise-
size-category pattern of employment
growth. According to the Fourth An-
nual Report of the European Observ-
atory for SMEs, large companies were
the first to show signs of employment
recovery in L994195 in the EU, and
experienced the fastest employment
growth during the period 1993-97.
Nonetheless, in the non-primary pri-
vate sector small firms are still pre-
dominant and the largest provider of
employment. An interesting theme
for further study is the question
whether the difficult to place will find
work more easily in small or in large
companies.

Policy implications
The forecasts for the Dutch economy
are positive. The economic growth re-
quired for these forecasts to prove
correct is now a central issue in the
programmes of the political parties
for the next election. An important is-

sue here is the trade-off between eco-
nomic growth, on the one hand, and
protection of the environment, on the
other.

The other most obvious and most
powerful trend is without doubt the
ageing of the population. This has im-
plications, in particular, for the posi-
tion of older workers. Specific poli-
cies for older workers have already
become a controversial topic in the
Netherlands, where the idea of pay-
ing lower wages to older employees is

unpopular. According to a survey
published by the FNV Industry Union
in January this year, only 8% of the
population agrees that older workers
should earn less because they per-
form less. Almost a quarter believes
that older workers who actually per-
form less should be paid less. Over
70'h feel that the work performance
of older and younger workers does
not differ significantly. Pleas for bet-
ter training and working-time reduc-
tion for workers over 50 in order to
prevent them leaving the labour mar-
ket were received more favourably.

Since fewer workers will have to
support a larger group of "inactive"
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people, a downward pressure is being
exerted on social security rights and
an upward pressure on social security
contributions. It is unlikely that the
national basic old-age pension will re-
main in its present form. Proposals for
basing it on income or means-testing
it have already been made, but oppo-
sition against them was fierce. Sup-
plementary old-age pensions of-
ten take the form of occupational
pensions. The replacement of the tra-
ditional "last-wage system" by an av-
erage-wage system (as a basis for cal-
culating pensions) in these schemes
has already occurred in some sectors.
Early retirement schemes can also be
expected to be reduced considerably.

At the same time, money must be
made available more than ever to
those groups that will not profit from
job creation without additional sup-
port, notably migrant workers and
the long-term unemployed. Intensive
counselling and guidance, although

expensive, seem to be a precondition
for such a move, combined with train-
ing and other measures. This implies
that the trend towards cutting the
budget of the employment service
would need to be reversed. Simulta-
neously, innovative approaches in-
volving other actors on the labour
market should be supported. Another
group causing concern in the Nether-
lands are the (partly) disabled. Their
reintegration into the labour market
is proceeding far more slowly than
expected and needed.

Equalisation of the labour market
participation of men and women re-
quires further investment in child-
care facilities. And, finally, education
and training continue to gain impor-
tance. A reform of the vocational ed-
ucation system is taking place which,
amongst other things, aims to antici-
pate the changing requirements of
the labour market.

Marjolein Peters & Ton Kwaak
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demand for and supply of apprentic-
es, and evaluations of new entries of
skilled blue-collar workers for the pe-

riodL997 to2OL2 (AMS 1997).
In order better to be able to forecast

skill-specific dimensions of labour de-
mand, the LMS is currently develop-
ing a regional skill-requirement analy-
sis (Glaubitsch et al. 1997).

The "Austrian Conference on
Regional Development" (Osterrei-
chische Raumordnungskonferenz -
OROK) issues reports containing mod-
el calculation forecasts on overall pop-
ulation trends, participation rates and
labour supply scenarios to the year
2021(oROK 1ee6).

Prognoses that attempt to analyse
changes in substantive and institu-

Austria

The research situation
Prognoses of employment and labour
market trends in Austria are made
within the framework of the general
economic prognoses of the Osterrei-
chisches Institut filr Wirtschaftsfor-
schung (Austrian Institute for Eco-
nomic Research - WIFO) and also by
the Institut fiir Hohere Studien (lnsti-
tute for Higher Studies - IHS). Along-
side the current annual prognoses,
medium-term forecasts are also car-
ried out with a five-year time hori-
zon. Within these economic prog-
noses, labour market data are only
available at a high level of aggrega-
tion, that is, generally only unem-
ployment and employment figures.

A more highly differentiated prog-
nosis, dealing specifically with the la-
bour market and taking the form of a
preview of the coming year and a me-
dium-term scenario for the year
2000, is produced annually at the be-
hest of the Austrian Labour Market
Service (LMS) by the WIFO, in col-
laboration with the Synthesis re-
search company. This labour market
preview is the central instrument
used by the LMS to evaluate future
labour market trends.

Specifically with regard to the situ-
ation of apprentices and skilled blue-
collar workers on the labour market,
the LMS also conducts short-term (for
the years 1997198) and medium-term
(for the year 2010) prognoses of the
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tional labour market structures by in-
terpreting existing quantitative data,
and on this basis to forecast longer-
term trends, are all but non-existent
in Austria.

Forecast findings: the
most important labour
market trends
Economic parameters

The macroeconomic situation facing
Austria in the mid-1990s is dominat-
ed by the need for structural adjust-
ment in the wake of a far-reaching
trend towards globalisation, fiscal
consolidation measures aimed at
meeting the Maastricht criteria, and
the opening up of previously protect-
ed sectors to competition. This rigor-
ous structural change has been associ-
ated with a phase of weaker econom-
ic growth; from 1998, however, the
economic research institutes expect
the economy to pick up significantly.
According to the WIFO prognosis, in
real terms, GDP could increase by
just 1.8% between 1995 and 2000,
thus lagging somewhat behind aver-
age growth in the EU (2.1%). The
IHS forecast, however, is for annual
growth of 2.LYo, i.e. equal to the EU
average.

Labour supply trends
The demographic prognosis (OROK
1996) suggests only marginal growth
in the working-age population (1-5-59
year-olds) in the coming years; from
2006, a contraction is thought likely.
Two scenarios were developed for
forecasting labour supply based on
this demographic trend: under the
first variant, which assumes constant
participation rates (base: \99\), be-
tween 1996 and 2006 labour supply
increases by around 56,000 (L.5%) to
3.72 mlllion From 2006, labour sup-
ply declines untll202L (-6.0%), fall-
ing even faster in the decade between
202L and2031 (by 320,000 or 9.1,%).
The second variant assumes that the
trends observed in participation rates
since 1981 continue: increase in fe-
male participation rates to the year
2001- and decline in the participation
rates of men and women aged over 55.

In this scenario, the supply trend is

considerably stronger. For the period
1996 to 2006, an increase in the sup-
ply of labour amounting to almost
140,000 (3.8%) is expected; from
2006, however, labour supply begins
to decline significantly in this scenario.
The expansion of labour supply will be
reflected in a marked increase in un-
employment among youth, new la-
bour market entrants and older work-
ers made redundant.

In the variant selected by Synthe-
sis/WIFO, the supply of labour rises
by 0.4% between 1995 and 2000, an
increase accounted for almost entire-
ly by the rising number of gainfully
employed women. It is assumed that
the reform of pension regulations and
the integration of the dependents of
non-EU residents will have the effect
of increasing labour supply only after
the year 2000. For example, around
60,000 potentially job-seeking non-
nationals are currently resident in
Austria, but are denied access to the
labour market through institutional
restrictions. Given the difficult over-
all labour market situation, no
change in the corresponding laws is

to be expected at present. The only
conceivable path to labour market in-
tegration would be via self-employ-
ment, but this is contingent on legal
changes, though.

In this context, the institutes em-
phasise the fact that their models are
subject to considerable uncertainty,
not least due to the possibility of
changes in the policies on foreign la-
bour. This implies a greater degree of
variance and thus some uncertainty
regarding the prognosis of labour
supply and unemployment.

Irrespective of the variant chosen,
it is clear that the phase of surging la-
bour supply is almost certainly over.
Labour supply growth at a level char-
acteristic of past decades will not oc-
cur in future. It is to be noted, howev-
er, that changes in pension laws will
lead to a rise in the short term, partic-
ularly amongst the older age catego-
ries, whereby it cannot yet be deter-
mined precisely when this quantita-
tive effect will manifest itself.

Labour demand - employment
prospects

The number of persons in waged/sala-
ried employment will decline be-
tween L995 and 2000 by 0.1%. This
figure conceals very different devel-
opments at sectoral level, however.
In goods production, the level of em-
ployment is expected to contract by
35,000 (-5.4%). Particularly hard hit
are the clothing industry and food,
drink and tobacco. The decline in the
construction and allied trade sector is
put at 6.0'/'. The pressure for ration-
alisation and productivity growth in
the secondary sector leads to a loss of
employment here that will continue
in the future. At the same time, the
necessity for rationalisation and flexi-
bilisation will Iead to changes in cor-
porate organisation and rising de-
mand for upstream and downstream
producer services (development,
project management, legal and busi-
ness consultancy, marketing, custom-
er service, etc.); increasingly, these
will be contracted out to external
service firms. This is evident from the
preview of employment trends in the
service sector: between 1995 and
2000 the growth of service-sector
jobs amounts to 81,000 (4.0%),
40,800 of them in the public and
40,200 in the private sector. Yet the
service sector, too, will experience
varying trends. A number of branches
will face tough competition. These in-
clude transport and communications,
banking and credit, and the trade sec-
tor, where employment is expected to
rise slightly.

Views differ on the extent to which
the loss of jobs in the secondary sec-
tor will be offset by rising employ-
ment in services. WlFO/Synthesis
takes the view that in the coming
years job losses in goods production
will be made good merely by the
growth of producer services, whereas
other institutions consider that the
now weak growth of the tertiary sec-
tor means that even now job losses
are not being fully compensated for
(Institut fiir Trendanalysen und Kri-
senforschung 1996).

The restructuring trends between
and within the various sectors of the
economy sketched above will have an
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impact on skill requirements. In both
goods production and services, skill
requirements will rise, whereas de-
mand for low-skilled labour will con-
tinually decline. This trend is also evi-
dent from the forecast for skill-specif-
ic labour demand, which is based on
enterprise surveys: it predicts a sharp
fall in labour demand particularly for
those with only compulsory school
education.

The most promising areas of acti-
vity are seen in environmental tech-
nology, biotechnology, health, educa-
tion/advisory services and infor-
mation/communication technologies,
whereby the hopes placed in the last-
mentioned sector, in particular, are
considered over-optimistic by some
authors (Leo 1997).

Apprentices and skilled blue-
collar workers

For many years, the dual system of
vocational training was accorded a
central role in ensuring a smooth tran-
sition from the education/training sys-
tem to the employment system. Since
the mid-1990s, however, a significant
contraction on the apprenticeship
market has emerged: whereas inL994
44.4% of 15 year-olds began an ap-
prenticeship, the 1995 figure was just
40.9%. This is primarily due to the
decline in demand for apprentices.
According to the longer-term progno-
sis, there will be a further decline in
the proportion of young people start-
ing an apprenticeship up to the turn of
the century: only one-third of each
group of school-leavers with compul-
sory education will commence dual
training. This means that, faced with
the lack of training opportunities, a

growing proportion of young people
will attend further vocational training
schools or will enter the labour market
directly, mostly as unskilled labour-
ers.

The apprenticeship trend also indi-
cates that the steady decline in the
number of blue-collar workers enter-
ing the labour market will reach its
lowest point at 27,800 in the year
2005. These trends suggest that firms'
need for skilled labour will no longer
be covered solely by the system of in-
itial vocational training.

Unemployment trends
Irrespective of the uncertainties sur-
rounding specific employment trends,
it is clear that, given the slight rise in
labour supply, the level of unemploy-
ment in the coming years is likely to
stabilise at a high level for Austrian
standards. Annual average registered
unemployment will remain above the
values recorded at the start of the
1990s (1990: 168,000) throughout
the entire period 1996-2000.

In the current labour market pre-
view, a rise in the average number of
registered unemployed of 24,000
(11,%) is expected between 1995 and
2000. It is forecast that unemploy-
ment will increase :.:ntil L997, declin-
ing once more in the phase 1998-
2000, following the onset of econom-
ic recovery. This implies a rise in the
unemployment rate (according to
Austrian definitions) from 6.6Y, in
L995 to 7.2Y" in 2000. This means
that around 240,000 people would
be unemployed in the year 2000.

The structure of unemployment
remains similar to that of 1995. Men
will increase as a proportion of regis-
tered unemployment by 1.1 percent-
age points to 56.4Y.. The trend to-
wards a higher incidence of unem-
ployment amongst the elderly will
continue. Unemployment among 50-
54 year-olds will increase by around
6Y" per annum. Foreigners will also
suffer rapidly rising unemployment
(5.4% per annum).

The unemployment trend will con-
tinue on a pattern observed back in
the 1980s. The unemployment gener-
ated by a recession is only partially
reduced during the cyclical upturn, so

that the "platform" of entrenched un-
employment increases from cycle to
cycle. According to the WIFO prog-
nosis, there is little chance of offset-
ting past job losses before the end of
the millennium. The average duration
of unemployment will increase and
tougher competition will make it
difficult, particularly for marginal
groups, to gain access to the labour
market.

No forecasts are available regard-
ing the different forms of employment
(full-time/part-time, atypical employ-
ment relations, etc.). It is merely as-

sumed that a structural trend originat-
ing in the restructuring of production
organisation, attempts at rationalisa-
tion in all areas and accelerated
changes in the economy and labour
market will occur, the effect of which
will be to induce a move away from
linear occupational biographies and
"standard" employment relations.
This implies both a flexibilisation of
working time - overtime and time-off
according to cyclical changes in de-
mand - and also the replacement of
standard employment relations with
work on a project basis, job rotation
and self-employment.

Table 1: Prognoses for the year 2000

Minimal vanant Maximal variant

Labour supplyl
- change 1995-2000

3,636,802
-0.5"/"

3,668,200
+0.4n1,

Wage- and salary-earners

- change 1995-2000
3,058,108

-0.3%,

3,065,400
-0.1 "1,

Total employment2

- change 1995-2000
3,999,382

-7.2"1,

3,429,700
-0 i%

Registered unemployment

- change 1995-2000
237,420
+10.1%

239,500
+'l'l .0"/"

Unemployment rate

- change 1995-2000
7.2%

+0.6 "/" pomt

1 10/

+0.6 "h pomt

Unemployment rate according
to labour force concept

- change 1995-2000
4.2%

+0.3'/" point
42%

+0.3 "/o point

1,

2

Labour supply = wage- and salary-earners, self-employed, unemployed.

Total employment = wage- and salary-earners, self-employed.

Sources: Prognoses by OROK, IHS, WIFO, WlFo/Synthesis.
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Conclusions: conse-
quences for employment
policy
The prognoses indicate that over the
medium term a slight increase in Ia-
bour supply is to be expected, al-
though the precise extent cannot be
predicted given the likelihood of poli-
cy measures in the areas of pension
law and the employment of foreign
workers. Given a simultaneous de-
cline in the demand for labour, unem-
ployment will rise.

This scenario points to the necessi-
ty for creating additional employ-
ment opportunities. The policy ap-
proach pursued so far, focusing on re-
ducing the supply of labour, is coming
up against its limits. Measures are cur-
rently being introduced to raise the
effective age of retirement. This will
lead to an increase in participation
rates among the upper age categories,
and thus an increase in labour supply.
Not least in this context, supportive
employment policy measures for the
elderly will be required in order to
counter unemployment prior to re-
tirement age.

The forecasts for apprenticeship
trends clearly underline the already
acute labour market problem of the
lack of opportunities for vocational
training. In response, new measures
must be developed and existing in-

struments intensified to help young
people. In this context, changes in the
mode of financing dual training are
necessary, in order to make it more
attractive for companies to create
places for trainees.

The scenarios show that the econo-
my's demand for skills can no longer
be met by those leaving the initial
training system, while at the same
time the demand for labour without
vocational training will continue to
decline. Rising skill demands in the
coming years and the increased ne-
cessity for continuous learning for
those already in the labour market,
against the background of ever-faster
technical/organisational change, un-
derline the necessity for a more offen-
sive further-training policy.

Past trends and the medium-term
forecast for self-employment show
that it constitutes only a very limited
employment option. A vital condition
for any increase in self-employment
is the liberalisation of professional
market-access conditions and of the
certification in case of business start-
ups (Gewerbeordnung - Business Ac-
tivities Law). In many cases, these are
no longer in accordance with modern
requirements. This may help some
foreigners who are currently seeking
employment, but are prevented by le-
gal restrictions from entering the Ia-
bour market as wage-earners, to earn
their living through self-employment.

In addition to the measures just
mentioned and an intensification of
active labour market policy, new ini-
tiatives are also vital, particularly in
the area of working-time redistribu-
tion, a topic that has only just begun
to be discussed in Austria.

Ferdinand Lechner
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Portugal

I ntroduction : forecasti n g
in Portugal
Anyone attempting to deal with the
issue of employment and unemploy-
ment in Portugal faces the difficulty
of the lack of documented analysis on
the subject. In particular, although re-
cent forecasts are available on demo-
graphic trends, the existing forecasts
of education and demand-side as-
pects are neither up to date nor suffi-
ciently disaggregated. The review of
the existing material is nevertheless
instructive since it facilitates identifi-
cation of the major trends and the
corresponding challenges for Portu-
guese society.

Two sources, in particular, must be
mentioned: in 1995, they both pre-
sented scenarios on the evolution of
the Portuguese economy including
useful forecasts on employment and
unemployment. The IED (Institute for
Development Studies), an independ-
ent research institution, produced a

report focused on employment (IED
1995) for DG V of the European Com-
mission which elaborates five scenari-
os for the year 2000, each based on
different assumptions concerning mi-
gration, GDP and productivity
growth. The DPP (Department of
Planning and Perspectives), a govern-
ment agency, has produced a longer-
term study (to the year 2015) dealing
with the Portuguese economy as a

whole and based on scenarios of the
evolution of the world economy.

The main trends
Demographic forecasts

In spite of different assumptions con-
cerning fertility, mortality and migra-
tion, the existing demographic fore-
casts coincide on the main features of
the pattern of development of the
Portuguese population:
a) Slow growth or stagnation of the

total population: According to one

source (ComissSo do Livro Branco
da Seguranga Social 1977, based
on studies by Eurostat), the total
population (9,900,000 in 1995)
will slowly grow by 682,000 to the
year 2025 and decrease after this
date. A second source (C6nim
1996) estimates that the maximum
population will be reached in2009
at 10,050,000, decreasing after-
wards to 9,928,000 in2024.

b) Decline in the population under
15; both sources agree on a rela-
tive decline of this age group from
18% of the total population in
1994195 to about 15% around
2025; this also amounts to a reduc-
tion in absolute figures.

c) Stagnation of the working-age
population (15-65): according to

both sources, we should expect a
relative reduction in this age group
from 68o/o to 65'/. of the total pop-
ulation. This relative reduction
amounts to a small absolute in-
crease of 228,100 potentially ac-

tive individuals up to the year
2025, according to the first source,
and a decrease of 288,800, accord-
ing to the second.

Unemployment growth and
productivity
In the last few years, unemployment
in Portugal has risen steadily from a

comparatively low rate of 4.1% in
1992 to a more disturbing level of
7.3'/' in 1996. Experts have broadly
agreed that these figures are an un-

Table 1: Recent unemployment rates in Portugal

Unemployment
rate (a)

(%)

Total unem-
ployment (b)

(1,000)

Long-term unemploy-
ment as Y" of total
unemployment (b)

Youth unemploy-
ment as o/o of total
unemployment (b)

1992 4.1 186.9 26 40

1993 5.7 248.4 29 48

7994 7.0 312.2 34 -f -,

1995 7.3 325.4 39 JJ

7996 7.3 332.3 42 33

Sources: (a) OCDE: Main Economic Indicators; (b) INE: Inqu6rito ao Emprego.

Table 2: Rate of unemployment

Years

Scenarios 2000 2007 20L5

A1 6.5 7.6 6.4

B2 5.8 5.0 4.6

C3 5.5 5.0 4.2

Source: DPP scenarios.

Table 3: Rate of unemployment
Scenarios Year 2000

A 7.L

B 13.9

C 13.0

D 9.0

E 1.5.7

Source: IED scenarios.
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derestimation of the real present di-
mension of the problem. But even if
the figures are underestimated, they
indicate an unambiguous trend to-
wards an exacerbation of the problem
(see Table 1), explaining why unem-
ployment is becoming a major con-
cern in public opinion and a top prior-
ity of government policies.

Clear discrepancies are to be found
in unemployment rate forecasts. Ta-
bles 2 and 3 present the figures given
by the DPP (1995) and the IED
(1995). In their most pessimistic sce-

narios, the DPP obtains an unemploy-
ment rate of 6.5% in the year 2000,
compared to'J.5.7% in the case of the
IED.

The ongoing debate on unemploy-
ment in Portugal and on the policies
aimed at containing and reducing it is
very often focused on the following
question: should the recent growth of
unemployment be viewed as linked
with the recessive phase of the busi-
ness cycle or as a combination of re-
cession and more permanent structur-
al changes? An argument in favour of
the first alternative is the present de-
cline in the growth of the unemploy-
ment rate, one which is associated
with other signs of economic recov-
ery. However, there are other rea-
sons to believe that apart from a cy-
clical component of unemployment,
i.e. one which can be reabsorbed dur-
ing expansions, there is also a grow-
ing structural component.

From the forecasts presented
above, it is clear that demographic
factors in general will most probably
not account for pressures on the sup-
ply side of labour markets (assuming
a constant participation rate). Never-
theless, in the years to come the
growth regime of the Portuguese
economy will most likely be based on
rising productivity. Competition on
global markets will prevent the sur-
vival of labour-intensive, low-skill in-
dustrial production; low-productivity
agricultural employment will contin-
ue to diminish; new employment in
industry and services will be better
qualified and more productive. If
there is to be real convergence with
the EU average, labour productivity
will have to grow steadily in Portu-

gal. All these factors point to a wors-
ening of the situation of insufficient
demand for labour in the near future.

The DPP's forecasts on the unem-
ployment rate presented above seem,
therefore, to be over-optimistic. Un-
employment rates well above 10% in
the near future are not an unrealistic
prospect. Ignoring or underestimat-
ing this threat will not help to avert it.

In the reviewed literature, the
growth of long-term unemployment
is interpreted as a sign that more and
more individuals with low levels of
education and vocational training are
being excluded from the market. This
trend, if projected to a future where
the demand for high skills seems to be
increasing, points to a scenario of a

two-class society with a deep internal
divide.

It must also be pointed out that the
unemployment crisis has been associ-
ated with a decline in the quality of
employment and the deregulation of
the employment system. The under-
ground economy has expanded, child
labour and other unacceptable prac-
tices of exploitation have spread, es-
pecially in the construction sector and
in some traditional industrial areas.

While these trends fully justify the
concern of public opinion, policy ac-

tion to promote employment may
still avert the most pessimistic scenar-
ios. The willingness to act expressed
and the measures adopted by the na-
tional and European authorities must
be taken into account and welcomed.

Employment by sector

The two sources are less at odds over
the distribution of employment by
economic sector. Both anticipate a

large net destruction of employment
in agriculture, forestry and fishing, a

more moderate one in the manufac-
turing sector and a net creation of
employment in services as a whole,
with moderate or zero growth in the
transport and construction sectors.

The forecasts on the demand-side
aspects of the labour market are not
sufficiently detailed. However, it is
quite clear that labour demand is

what we should look at more closely
if we are to understand the origin of
the present and future tensions in the
employment system.

First of all, there is agreement that
agriculture will continue to contract
in employment terms and that it will
no longer absorb temporary unem-
ployment during recessions. It is in-
deed hard to believe that the high lev-
el of agricultural employment is sus-

tainable in the longer term. The rural
exodus can only be countered if the
rural populations find alternative ac-
tivities to supplement their income.

It is also clear that industry in Por-
tugal is undergoing a rapid process of
restructuring. This process occurs pre-
dominantly inside each industrial sec-

tor, with the replacement of old and
inefficient units by new and more
productive ones. At the same time,
there has been a net creation of em-

Table 4: Employment by sector

Average annual change of employment
199s-201-s (%)

Scenario ,A.1 Scenario B2 Scenario 83

1. Agriculture, forestry and fishing
2. Energy
3. Manufacturing
4. Construction
5. Transport
6. Tradable services I1

7. Tradable services II2

8. Non-tradable services

-3.0
0.2

-1.0
0.2
0.1
1.5
0.9
0.0

-3.6
0.9

-0.6
0.5
0.3
2.0
1,.4

0.1

--)- I

0.7

-0.8
0.9
0.0
2.7
2.t
0.1

Total -0.1 0.2 0.4

t
2

Tradable services used by households.

Tradable services used by firms.

Source: DPP scenarios.
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Table 5: Education levels* of the population (in %)

1981_ 1991,

Illiterate
Others without formal education
Primary - 4 years

Basic - 6 years

Secondary - 9 years

Complementary - 12 years

Higher education and vocational training
Polytechnic and university education

26

L

48

9

8

5

1,

2

17

1,

44

13

1L

9

1

5

* Levels attended or concluded

Source: INE Censos 1981,1991

ployment in the smaller units and de-
struction in the larger ones as a result
of processes of outsourcing: depart-
ments and functions previously verti-
cally integrated in large firms have
been set up as small autonomous
units. Both processes, the renewal of
the corporate population and the pro-
liferation of small units, have been
and probably will continue to be asso-
ciated with the growth of labour pro-
ductivity.

The expansion of the service sector
is also a trend identified by both fore-
casts, with the emphasis on personal
services and services rendered to
firms. Most of the jobs created in this
sector will probably require a high
level of qualification. According to
one source (Instituto de Propectiva
1993), the increasing demand for la-
bour with medium or high levels of
education in the service sector will
continue in the future.

lncreasing levels of education
and vocational training
In spite of the persistence of compara-
tively low education and training pro-
files, during the last decade there has
been clear quantitative progress
which, if projected into the future, will
exceed the forecasts made during the
1980s (Carneiro 1988). In a forecast
for university education (Instituto de
Prospectiva), in the years 2004/05 the
number of graduates will increase by
70o/o on the 1990 level.

Not only has the general level of
education of the population increased
(see Table 5), but a formal system of

vocational training has been created,
closing the gap between school and
active Iife. The Portuguese work
force will therefore enter the next
century with levels of education and
vocational training closer to the EU
average.

In spite of the progress in educa-
tion and training, it is uncertain
whether the labour force is being
sufficiently prepared to seize the op-
portunities of the future or create its
own opportunities. Serious problems
of quality have emerged in the edu-
cation and vocational training sys-
tems during the rapid expansion of
the last decade.

Policy responses to
unemployment
The government's employment poli-
cy, as defined in the agreement
signed with representatives of the
employers and some of the trade un-
ions in December 1996 (Conselho
Economico e Social 1996), is based on
the realisation that unemployment in
Portugal has a strong structural com-
ponent, apart from a cyclical one.

The key elements of this policy, as

defined in the relevant document,
can be summarised as follows:

- modernisation with job creation;

- industrial restructuring combined
with professional qualification and
social protection;

- focus on opportunities in certain
labour-intensive sectors;

- encouragement of innovation and
local employment;

- restructuring of the employment
market;

- creation of new skills and the fight
against social exclusion through
education and training.

Action for employment is viewed as a
global policy combining macroeco-
nomic, industrial and regional devel-
opment policies with active employ-
ment policies, training, education and
social security.

The goals pursued and the means
defined are the following:

- to restrain the destruction of em-
ployment in agriculture by diversi-
fying activities in rural areas;

- to stabilise employment levels in
industry, modernising the tradi-
tional sectors and developing a
new pattern of specialisation (auto-
mobiles, electronics, etc.);

- to expand employment in the serv-
ice sector (services rendered to
firms, collective services, educa-
tion, health, culture, personal and
local services).

The importance of local initiatives
leading to job creation is stressed. Al-
ready Regional Networks for Em-
ployment and Qualification linking
firms, local authorities, schools and
universities have been set up with
this aim in mind.

Other measures related to the reg-
ulation of the labour market have
also been adopted, namely the reduc-
tion of working time to a maximum
of 40 hours a week, the reduction of
overtime work, the extension of
part-time work, and partial retire-
ment.

The government's employment
policy is based on a recognition of
the structural nature of the current
unemployment trends, and explicitly
rejects two alternative views: that
unemployment is due exclusively to
rigidities in the labour market, and
that it is due exclusively to recession
and insufficient growth. The govern-
ment's position seems to be correct.
On the one hand, measures aimed at
further flexibility would, at least in
the Portuguese case, be not only so-
cially unacceptable but also ineffi-
cient - studies based on empirical
data have shown that real wages in
Portugal are in fact flexible (Mendes
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1997). On the other hand, the growth
rates necessary to absorb unemploy-
ment would be unrealistically high
given the present and foreseeable
macroeconomic constraints.

However, the strategy is built upon
the dubious assumption that the con-
flict between economic competitive-
ness and employment can be resolved
without deep changes in the social in-
stitutions regulating the use of labour.
This may not be the case.

While retaining the positive fea-
tures of the agreement on employ-
ment policy reached between the
government and the social partners,
it seems necessary to widen the de-
bate to encompass other considera-
tions, while at the same time perma-
nently reassessing the policies adopt-
ed in the light of their results:

a) Employment policies usually stress
the need for job creation. Howev-
er, the issue can also be dealt with
from the perspective of labour sup-
ply. The activity rate in Portugal is

one of the highest in Europe. Meas-
ures aimed at reducing it, such as

increasing leave taken for child

care or early retirement (although
this conflicts with the present con-
straints on the funding of pen-
sions), may have an equally impor-
tant impact.

b)In the face of the combination of
moderate rates of GDP and labour
productivity growth, it is hard to
imagine that measures aimed at
job-sharing will not have to be car-
ried out faster and to a greater ex-
tent (irrespective of the resistance
that the modest reduction of the
working week to 40 hours is pres-
ently raising).

c) According to the trends discussed
above, the number of those threat-
ened with exclusion from the la-
bour market due to lack of qualifi-
cations will tend to increase in the
future. The proposed measures
aimed at this group of the popula-
tion should therefore be imple-
mented as a matter of priority, and
new schemes for sheltered work
based on the combination of voca-
tional training and the production
of goods and services for the mar-
ket place in entities temporarily

shielded from competitive pres-
sures should be established.

Helena Lopes
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Finland

Compilation of long-term
proiections in Finland
Long-term projections of labour mar-
ket developments involve demo-
graphic projections and, based upon
them, scenarios of labour supply and
demand. The time span is longest in
demographic projections - extending
as far as 2050 or 2100, whilst in la-
bour market projections the time
span is usually 15 to 35 years.

The main demographic projections
are compiled by Statistics Finland.

They have assumed the position of
"official" forecasts, and the other la-
bour market scenarios usually rely
on them. The latest projection by
Statistics Finland, published in sum-
mer 1995, covers the period 1997-
2050. The underlying assumptions
are approximate to the actual out-
comes in recent years. In the baseline
projection, the fertility rate remains
at 1-.75 over the whole period (1.82
in 1996). Mortality improves slightly,
with life expectancy at birth rising on
average by three years for men and

two years for women between 1996
and 2010 and remaining constant
thereafter. Life expectancy at birth
then reaches 76.L years for men and
82.4 years for women in 2010. Net
immigration is expected to continue
at low rates initially (less than during
the past ten years on average), mak-
ing an annual contribution of 3,000
people to the population growth till
20L0, and ceasing totally thereafter.
Each of these assumptions has been
criticised on different grounds, and in
alternative scenarios fertility rates
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are either higher or lower, the rise in
life expectancy continues for longer
and net annual immigration increases
rather than ceases.

Since the mid-1960s, labour mar-
ket projections have been compiled
by the employment service at inter-
vals of three to five years. The latest
long-term projection was published in
January L996. The report analyses
trends in the demand and supply of
labour until the year 2010, with some
additional projections for 2010-2030.
The report includes employment pro-
jections in sectoral, occupational and
regional terms, as well as labour force
projections by age and region.

No other long-term projections
with a particular focus on labour mar-
ket performance are regularly com-
piled in Finland. Yet in general eco-
nomic scenarios, Iabour market de-
velopments certainly play a vital role,
albeit at quite an aggregate level.
Other quantitative long-term scenari-
os are produced only occasionally.
Among them, the report by Olavi
Rantala (L997) from the Research In-
stitute of the Finnish Economy pro-
vides a recent example. To a greater
extent than the other projections, this
report is more rigorously based upon
an econometric model. Assumptions
concerning productivity and average
working hours - developments by in-
dustries - for instance, are directly
based on econometric results for the
period 1962-1994.

Demographic trends
Demographic trends will drastically
alter the basic conditions under which
the labour market operates. During
the post-war period, population
growth has mainly been attributed to
natural growth, that is, the excess of
births over deaths. This excess is fall-
ing, however, and by the year 2013,
the number of deaths is expected to
exceed that of births. Moreover, the
decline in the number of births from
over 100,000 in the post-war baby-
boom years (1946-49) to about
60,000 at present implies that the
population is ageing. Since the early
1980s, net immigration has become
positive and has significantly contrib-

uted to population growth in Finland.
According to the latest population

projection by Statistics Finland, the
population of working age (aged 15-
64) will peak towards the end of the
next decade, amounting to a total in-
crease of 70,000 (2%) in ten years'
time. Thereafter, the population of
working age will start to fall and pass

the present level again arotnd2012,
when the baby-boom generation
reaches retirement age. In 2020, the
population agedL5-64 is predicted to
be 94% of the present level, while
the corresponding figures in 2030
and 2050 will be 88% and 79"/", re-
spectively.

The composition of the working-
age population is closely linked to
the potential renewal of the labour
force. The younger age groups that
are expected to replenish the labour
force will represent a strikingly sta-
ble proportion of the population of
working age. The shares of the 15-
19 and 20-29 age groups in the
working-age population will remain
at around 9%o and 18%, respective-
ly, over the whole projection period
L996-2050. The oldest age group
(55-64 years) will account for a pro-
gressively larger share up till 2010,
but the share will stabilise thereafter
at around 22"/". From then on, it is
the intermediate prime-aged group
(30-54 years) - those with the high-
est labour force participation rate -
whose share in the working-age pop-
ulation will fall irom 56"/o in L996 to
49% in2010.

Labour force proiections
The labour force participation rate -
the ratio of the labour force to the
population of working age - increases
in economic upswings and decreases
during recessions. Thus, any future
projections are conditional upon eco-
nomic developments and changes in
social welfare policy. In the baseline
labour force projection presented by
the working group of the Ministry of
Labour (1996), economic growth is
assumed to average about 3% up till
2010, and a good 2o/o during 20\0-
2030. According to this scenario, the
Iabour force will initially increase
slightly - up 2Y" by 2005, but will de-
crease thereafter, mainly due to the
decline in the population of working
age. In 2010, the labour force will be
broadly the same as in 1995, but will
decrease by 9% during the period
2010-2030 (Table 1). The average la-
bour force participation rate among
those aged L5-64 fluctuates slightly
around 72%.The ageing of the popu-
lation tends to lower the average la-
bour force participation rate. In many
age brackets, however, particularly
among young adults and older men,
labour force participation rates are
expected to rise.

An interesting perspective is pro-
vided by a comparison with develop-
ments in the potential labour supply
(see Parkkin en 1997). The projections
are based on the assumption that
group-specific labour force participa-
tion rates (by five-year age brackets
and gender) will be equal to their max-

Table 1: Projected developments in the labour force (1,000) by age and
gender, 1995-2030

1,995 2010 2030 Change 1995-2030

Labour force 2,497 2,502 2,276 -22L (-e%)

By age
L5-29 years
30-54 years
55 years and older

546
1,708

243

577
1,510

41,5

525
1,,409

342

-21, (-4%)
-zee (-18%)
+99 (+47%)

By age, in %
1,5-29 years
30-54 years
55 years and older

21,.9

68.4
9.7

23.L
60.3
1,6.6

23.1,

6L.9
15.0

Women, in % 47.4 48.L 47.7

No/e: The definitions correspond to those of the old labour force survey valid till 1997.

Source: Ministry of Labour (1996)
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imum values during the period 1983-
L996. In 1995, the potential labour
supply was about 9Y. higher than the
actual one. The potential labour sup-
ply will increase slightly by the year
2000, but decline at an accelerating
rate thereafter. Compared with the
base year 1995, the potential labour
supply will be abouJ t4Y" lower in
2030, and the gap between the poten-
tial and actual labour supply will be
reduced by 70%.

Due to the demographic trends,
significant changes in the age struc-
ture of the total labour force are inev-
itable (Table 1). As with the popula-
tion trends, the most marked changes
will take place among the groups of
prime-aged and older people by the
year 20L0, but their relative shares
will stabilise thereafter. However,
there will be virtually no changes in
the relative shares of those under 30
and of females in the total labour
force over the whole period 1995-
2030. The distinctive feature of fu-
ture developments will be the high
proportion of the oldest age groups in
the labour force, which will require
new efforts to adjust working condi-
tions, work organisation and training
to the needs of older people.

Main trends in employ-
ment and unemployment
The projections for employment in
1995-2030 are derived from produc-
tivity and output trends by industry
and assumptions regarding a reduc-
tion in average working hours. La-
bour productivity growth (per hour
worked) is expected to slow down in
manufacturing and the primary sec-

tor, but to speed up in services, in
both the private and the public sec-

tors. Moreover, the average annual
working hours are expected to de-
cline by 5%" over the period 1995-
2010 and by 4% in 2010-2030.

Table 2 depicts the main employ-
ment trends by industry. A few re-
marks on sectoral changes in employ-
ment are worth making. Firstly, the
secondary sector will revive in rela-
tive employment terms until 2005.
This will be mainly due to the rapid
output growth in manufacturing com-

bined with fairly modest productivity
growth in both manufacturing and
construction. Secondly, the increase
in the share of the tertiary sector will
initially be very slow, even if there is

quite a substantial growth in private
services; this is due to the decline in
the relative share of public services,
where output is expected to decrease
in the late 1990s.

These are the two points that differ
from the scenario by Rantala (1997).
In his model, the annual growth rate
in public services amounts to almost
2%o and the share of public services in
total employment increases by 3 per-
centage points by 2010. Moreover,
the growth of labour productivity
markedly exceeds output growth in
manufacturing, Ieading to a decline of
3.5 percentage points in the manufac-
turing share by 2010. The compari-
sons suggest the crucial significance
of the assumptions made about la-
bour productivity growth and about
developments in public services.
Since segregation by gender has prov-
en to be highly persistent in the la-

bour market, the various outcomes
would be likely to affect women and
men in different ways. No explicit
projections of labour market trends
by gender have been attempted as

yet, however.
Occupational trends are quite

closely related to sectoral change,
even though in some occupations, as

in the case of technical professionals,
substantial growth has taken place
within manufacturing, too. As the age

structure of the current work force
differs across occupations, there is

some variation in the extent to which
new employees will be needed to re-
place natural wastage in the future. In
Table 3, net changes in occupational
employment are added to estimates
of natural wastage to arrive at the
number of job openings by type of oc-
cupation.

This kind of analysis - which is
more dynamic than usual - suggests
that almost 1.2 million job openings
will occur by 20L0, most of them be-
cause new employees are needed to
replace natural wastage. The demand

Table 2: Projected employment developments (L,000) by sector, 1995-
2030

1995 201,0 2030 Change

1995-20L0 2010-2030

Total 2,068 2,300 2,204 +232 -96
Primary sector 158 122 96 -36 -26
Secondary sector 574 671 556 +97 -115

Tertiary sector
of which
- public services

L,336

512

L,507

523

1,553

s44

+171

+11

+46

+27

Breakdown by sector, %

- primary sector

- secondary sector

- tertiary sector
of which

- public sector

7.6
27.8
64.6

24.8

5.3
29.2
65.6

22.7

4.4
25.2
70.4

24.7

Source: Ministry of Labour (1996).

Table 3: Job openings by type of occupation,1995-2OlO

Occupation Net change
in employment

(1,000)

Natural
wastage
(1,000)

Job openrngs

(1,000)

Job openings,
% of employ-
ment in 1995

Total +222 961 L,182 57

Knowledge work +226 324 550 74

Service work +47 285 JJJ 52

Production work -56 352 296 43

Source: Ministry of Labour (1996).
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for labour will be highest in knowl-
edge-intensive work, where the
number of job openings will amount
to three-quarters of the current work
force. Combined with estimates of
new graduates by 2010 and the cur-
rent slump in the labour market, the
analysis can be used to map out edu-
cational needs to fill the job openings.
The report concludes that more edu-
cational resources should be devoted
to training professionals and manag-
ers in production, business services
and administration, and experts in
telecommunications work. On the
other hand, excessive supply of la-
bour seems likely to persist in cultural
work, sales, catering and the agricul-
tural sector.

As regards employment relations,
there are no quantitative projections
available, even though a growing
"precariousness" in terms of employ-
ment contracts is generally expected
to characterise future developments.
By international standards, fixed-
term contracts have traditionally
been quite common in Finland. Part-
time work, whose share in total em-
ployment has been exceptionally low
and stable, is also expected to in-
crease somewhat, especially among
older people.

Regional developments, too, are
of particular interest in Finland, since
the regional disparities in unemploy-
ment rates are large and persistent,
with the sparsely populated eastern
and northern parts of the country
suffering the highest rates. During
the deep recession, there was a tem-
porary equalising tendency, but dur-
ing the economic upswing regional
disparities have started to widen
again, and great concern has been
expressed about this trend. Striking-
ly, the projection by the Ministry of
Labour does not imply any marked
worsening in regional disparities, at
the level of five regions (NUTS2) in
Finland, by the year 2010. Even
though Uusimaa, the southernmost
province in Finland, is the only re-
gion where the labour force is ex-
pected to expand, employment
growth is - perhaps surprisingly -
projected to take place fairly evenly
across the regions.

In terms of unemployment per-
formance, the baseline projection
suggests that the unemployment rate
will decline from a high of 17% in
1995 to L3% in 2000, 8'/. in 2010
and3o/o in 2030. The relative position
of older people is expected to deterio-
rate very rapidly given the slack la-
bour market. Last year, a quarter of
all unemployed persons were over 50
years of age, but in a few years' time
they are expected to account for one
half of the total (Committee Report
1ee6).

Major challenges and
policy responses
The major challenges posed by the
long-term scenarios are certainly re-
lated to the sharp increase in the
share of older people in the popula-
tion. Given the low labour force par-
ticipation rate, particularly among
men in their sixties, and the prospect
of a rapid increase in pension expend-
iture, delaying retirement from the la-
bour market has become an impor-
tant policy goal. At present, the aver-
age retirement age is less than 59
years, and less than 10% of older
people continue working right up to
65 years of age. According to the cal-
culations made by the Central Pen-
sion Security Institute (see Korpela et
al. 1997), raising the actual retire-
ment age by three years would re-
duce pension expenditure in the long
run by the same amount as by calcu-
lating the total fertility rate at a level
corresponding to the natural renewal
of the population.

In order to prolong working ca-
reers, a range of policy measures is
available, including measures relating
to pension provisions, and those af-
fecting working abilities and other
preconditions for gainful employ-
ment. Because the post-war baby-
boom generation will approach the
critical phase within the next ten
years, several measures have been in-
troduced both to make the conditions
for early retirement less favourable
and to encourage working beyond the
age of 60. Moreover', as long-term un-
employment is particularly severe
among older people, special measures

have been considered to get them
back to work. Some of these, like the
training allowance for long-term un-
employed taking the initiative to un-
dergo training, have already been im-
plemented.

Perhaps the biggest challenge con-
cerns the development of functional
aspects of working conditions and
work organisation to meet the needs
of older people. The recent commit-
tee on "Ageing people in working
life" proposed the implementation in
L997-200L of the National Pro-
gramme for Ageing Workers, an ex-
tensive plan focusing heavily on
maintaining working abilities, im-
proving qualifications and lowering
the barriers to hiring ageing workers.
In conditions of high unemployment,
the employers' preference for young-
er people is hard to curb, however.
Yet there seems to be substantial
scope for adjusting the working con-
ditions for older people in order to
support their continuing employ-
ment. On reaching their fifties, a great
number of employees feel that their
capacity for work has deteriorated.
Yet according to a study carried out at
the Central Pension Security Institute
(Gould et aL.1992), very few of them
have changed tasks, working hours or
job in order to better adjust to the im-
paired capacity for work, which may
be taken as an indication of the rigidi-
ty of their working lives. Among
those willing to retire, push factors re-
Iated to unemployment, heavy work
and impaired health appear to be
much more important than pull fac-
tors. For those willing to retire, stay-
ing at work seems to require substan-
tial economic incentives. Policy re-
sponses in terms of improving the sit-
uation of older workers at the work-
place might prove a more viable and
cost-effective way to promote the po-
sition of older people in the labour
market.
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number of jobs are assumed to be cre-
ated or destroyed.

The primary function of the Medi-
um-Term Suraeys (regularly pub-
lished since 1948 at intervals of two
or three years) is to provide an exten-
sive foundation for future policy de-
cisions. The latest report is The 1995
Medium-Term Suraey; in spite of its
title, the emphasis is in fact on the
long-term perspective. The scenarios
and proposals presented in the main
report have two goals: enhanced eco-
nomic growth and a greater degree of
economic liberalism. Accordingly,
the survey deals extensively with
questions pertaining to the conditions
for reducing unemployment and for
structural improvements in public fi-
nance. The main report of the Survey
is accompanied by 14 annexesl con-
taining background material and sup-
plementary information written by
various experts. In the main report,
one reference and two alternative
scenarios are used. The reference sce-

nario is based on historically reasona-
ble assumptions regarding, for exam-
ple, productivity, world market de-
velopments and labour force partici-
pation rates. The two alternative sce-
narios outline what might happen if
Sweden either
1. fails to meet the requirements for

recovery, or

1 Originally 15 annexes were planned. How-
ever, Annex 1 (entitled "Methods, models
and calculations") was not in fact published.

Sweden

Forecasting in Sweden

The main domestic sources for labour
market forecasts and scenarios in
Sweden are:

1. the National Institute of Economic
Research (NIER),

2. the Ministry of Finance, and

3. the National Labour Market Board.

In addition, there are economic fore-
casts produced by institutions such as

banks and the social partners. Of
course, all these forecasts and scenari-
os take into account the economic
forecasts produced by international
bodies to a certain extent, but the fo-
cus here is on the reports from the
three main domestic sources. This ar-
ticle closes with a commentary on a

recent study (including an annex in
the form of an expert report) which
analyses the impact on the labour
market of Sweden joining or not join-
ing the EMU.

Short-term forecasts
The short-term reports consist prima-
rily of forecasts. The NIER and the
Ministry of Finance publish short-
term forecasts regularly; the National
Labour Market Board publishes pre-
dictions twice a year. The latest fore-
casts (as of early October) are Minis-
try of Finance (1997), NIER (1997b)
and National Labour Market Board
(1997b). The latter forecast focuses
on the development on the labour

market from different points of view,
while the others are general economic
forecasts.

Medium- and long-term
scenarios

None of the medium- or long-term re-
ports should be interpreted literally
as forecasts, but as scenarios. The
term "scenario" as opposed to "fore-
cast" is used deliberately: scenarios
are used to picture a possible out-
come on the basis of certain assump-
tions. At best, these scenarios eluci-
date the impact of certain fundamen-
tal factors on the economy. The NIER
and the Ministry of Finance regularly
produce general economic medium-
term studies, while more labour-mar-
ket-focused medium-term reports are
occasionally published by the Nation-
al Labour Market Board.

A section in the NIER report
(1997a) provides a general economic
scenario for the period 1998-2002.
The Ministry of Finance (1997) de-
votes a chapter to a general economic
scenario for the period 1998-2000.

The National Labour Market
Board (L997a) presents four different
labour market scenarios up to and in-
cluding the year 2000. However, it
does not state whether it considers
any of these scenarios to be more re-
alistic than another; they should be
seen as possible alternative develop-
ments. The initial difference between
the scenarios is that a different
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Table 1: Comparison between short-term labour market forecasts, 1997-
1998

National Labour
Market Board

NIER
(1,997b)

Ministry of
Finance

Month of forecast

May
1997

August
1997

September
1997

1996 1997 1998 1997 1998 t997 1998

In 1,000 of persons

Labour force (16-64 years) 4,310 -35 -7 -30 4 -34 -8
Employed

of which:

- agriculture and forestry
- industry
- construction

- private service sector

- public sector

3,963

115
809
221

1,515
1,300

-46

-7
-5
-7
11,

-38

50

-8
13
10
28

7

+8

-4
-11
-8
17

41,

40

-3
12

3

24
3

48

,4
-7
-6

-15
-46

39

)
12

5

18

-6
Percentage of labour force

Registered unemployment
In labour market programmes

8.1
4.5

8.4
4.8

7.1,

4.9
8.5 7.7
4.4 4.4

8.4
4.3

7.4
4.7

Sources: National Labour Market Board (7997b), NIER (1997b) and Ministry of
Finance (1997).

2. experiences a stronger increase in
employment as a result of structur-
al measures undertaken.

The reference scenario and the two
alternative scenarios cover the period
1994-2010.

Main forecasts and trends
The latest short-term reports (Minis-
try of Finance 1997; NIER 1997b;
National Labour Market Board
1997b) paint rather similar pictures
for the development up to and in-
cluding 1998 (see Table 1).

Employment is expected to in-
crease after the downturn in the la-

bour market during 1996197. Aver-
age working time is projected to be
more or less unchanged, after having
increased substantially during the
1990s. All (or almost all) of the em-
ployment increase is expected to oc-
cur in the private sector, especially in
the private service sector, although
industrial employment is also expect-
ed to rise by 1-1.5%. The ngmber of
employees in local government (the
largest part of the public sector) will
probably bottom out in early 1998.
An increase in central government
grants to local government in 1998
will enable local government em-
ployment to remain unchanged or in-

crease slightly. In parallel with rising
employment, extensive measures to
limit the supply of labour have been
adopted. These measures include an
initiative to increase the duration of
regular education, which implies that
the number of education places is es-
timated to increase by between
20,000 and 30,000 annually up until
the year 2000. The effect on the sup-
ply of labour will not be as marked,
however, for a number of reasons:
for example, some people will contin-
ue to work part time, thus remaining
in the labour force. AIso the meas-
ures aimed at older people (60-64
years), e.g. "temporary retirement
benefit" for older, Iong-term unem-
ployed people, imply a reduction in
labour supply. Rising employment
and decreased labour supply mean
that unemployment will decline
somewhat between 1997 and 1998 to
less than 8'/". At additional 4.5-5%
of the labour force are projected to
be in labour market programmes.
Thus, at least around 12% of the la-
bour force is expected to be either
unemployed or in labour market pro-
grammes.

The short-term forecast by the Na-
tional Labour Market Board (1997b)
is on a somewhat more detailed level
as regards regional development, for
example, and the differentiation of
employment by type of contract, gen-
der and skills. According to this fore-
cast, the increase in employment will
occur primarily in urban regions,
while the development in sparsely
populated areas is not as positive.
The rise in employment is (at least in-
itially) dominated by fixed-term con-
tracts. Most of the new jobs are with-
in areas dominated by male employ-
ment. Further, the employment in-
crease will not benefit the low skilled,
rather it is highly skilled people, espe-
cially those with a post-secondary ed-
ucation, who will be in demand.
One fundamental problem is that too
few people are enrolled in courses fo-
cusing on civil engineering and IT to
meet demand.

In both the NIER (L997a) and Min-
istry of Finance (L997) reports, the
outlook as concerns the labour mar-
ket after 1998 is quite favourable,
with a slight increase in employment

Table 2: Outlook on the labour market up to and including 2000
(in 1,000 persons)

Level
1,996

Changes
1996-1998

Changes
1998-2000

Labour supply (16-64 years)

- of which employedl
- of which registered unemployed

4,31,0
3,963

347

-42
-9

-33

6

129

-123
In labour market programmes outside
the labour force 155 7 -10
Educational initiative 49 63 29

Various2 1,,019 -8 12

Total s,533 20 -1 /

1 Consists of people employed in the regular labour market plus those in labour mar-
ket programmes and in the labour force.

2 Students, home workers, early retrrement, etc.

Source: Ministry of Finance (1997).
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and a falling unemployment rate. Ta-
ble 2 presents key figures on project-
ed annual changes from the Ministry
of Finance (1997)'?. Although the goal
of "halving unemployment" (from
8"/, to a%) by the year 2000, which
has been formulated as a target by the
government, is not attained in either
report, the projection by the Ministry
of Finance is more optimistic (4.5%)
than that by the NIER (7.1%). In both
reports, an additional 4-4.5% of the
labour force are projected to be in la-
bour market programmes. Employ-
ment is forecast to rise by around 3%
during the period 1998-2000 in both
reports (an additional increase of
around 2"/" to the year 2002 is pro-
jected by the NIER). The entire in-
crease in employment is expected to
take place in the private sector, while
employment in the public sector is ex-
pected to stagnate. One of the most
important assumptions for the weak
but positive employment develop-
ment in both reports is an improve-
ment in the functioning of the wage-
determination process, resulting in
wage increases in parity with devel-
opments in competitor countries. The
Ministry of Finance also stresses the
importance of the major educational
initiative and other unemployment-
reducing measures achieving the in-
tended significant effects on unem-
ployment (see Table 2).

The starting points in the four alter-
native scenarios presented by the Na-
tional Labour Market Board are the
following. In the "best" scenario,
around 300,000 new jobs are created
by 2000 - mostly within the private
sector. In the "worst" scenario,
around 250,000 jobs are destroyed, in
both the private and public sectors. In
the "in-between" scenarios, 125,000
and 25,000 jobs are created, respec-
tively, mostly within the private sec-

tor. Despite the different labour mar-
ket consequences that these scenarios
predict, there are some common fea-
tures:
1. unemployment will increase among

the following groups: older people,
the disabled and people with a brief
educational background - the latter
concerns women especially;

2. the share of unemployed non-Scan-
dinavians will remain constant.

The main differences between the la-
bour market outcomes of the differ-
ent scenarios are:

1. only in the "best" alternative does
structural unemployment de-
crease;

2. regional imbalances increase in the
"in-between" scenarios;

3. youth unemployment is much
higher in the "worst" scenario
than in the "best";

3. only in the "best" scenario does
the market for jobs in which wom-
en are strongly represented im-
prove, while the market for male-
dominated jobs improves (to a var-
ying degree) in all alternatives ex-
cept the "worst".

The different scenarios in The 1995
Medium-Term Suroey indicate that
the key to a favourable economic de-
velopment is an expansion of private-
sector employment. The downward
historical trend for this sector's share
of overall employment would thus be
broken. The components of the pro-
jected structural change for 1990-
2010 in the reference scenario are
given in Table 3.

The whole of the net increase oc-
curs in knowledge-intensive indus-
tries and the service sector. However,
the statistical distinction between
"industry" and "services" is less

clear-cut in practice. Industrial
growth, not least in the knowledge-
intensive sector, is interrelated with
large parts of the service sector. Small

and medium-sized firms, not least in
the service sector, are crucial for
growth. The Survey emphasises the
availability of risk capital to small
firms as a crucial issue in this context.

Education and training are critical
factors. With the major changes un-
der way in business activities, tradi-
tional labour market training will not
suffice. Instead, it is the regular edu-
cational system that will play a key
role in preparing large groups of the
labour force for new activities and re-
quirements. Traditionally, Iabour
market policy is designed primarily to
cope with cyclical fluctuations. If the
recovery takes time, the tasks for pol-
icy will become broader and deeper.
The measures must promote occupa-
tional and geographical mobility and
help maintain and renew the skills
and qualifications of an appreciably
larger share of the labour force than
before. The Survey suggests that the
supply of labour skilled in technology
and the natural sciences will hardly
meet demand in the coming years.

The Survey also emphasises the im-
portance of moderate growth of la-
bour costs (wages, taxes and social in-
surance contributions) in order to
make it easier to utilise the potential

2 The reason the corresponding figures from
NIER (1997a) are not included is that they
are based on the penultrmate short-term
forecast in the same publicatron. The latest
short-term forecast from NIER contains no
medium-term outlook.

Table 3: Structural change 1990-2010: average annual change (%)

Value addedl Employment2

Production of goods

- capital-intensive

- labour-intensive

- knowledge-rntensive

- protected

- energy

2.1,

1.3

0.8

4.5

1.1

1.3

-0.2
-0.8
-L.2

1,.6

-1,.2
1.3

Production of services

- housing

- labour-intensive

- knowledge-intensive

1.8

0.5

2.5

1.6

0.4

0.9

0.1

0.8

Private sector: total 2.0 0.1

Public sector -0.1 -0.2
1 At factor values.

Hours worked.2

Source: The 1995 Medium-Term Survey.
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for growth. The pace must be set by
productivity growth. The redistribu-
tion of resources that adjustment en-
tails may lead to sectoral differences in
wage determination, which is critical
for ensuring a sustained upswing as

well as for facilitating structural
change.

When the Survey was written (in
1994 and earlier), the fiscal deficit
was growing rapidly. Therefore, the
Survey stresses throughout the im-
portance of improving the state of
public finances. The recovery in the
coming years is conditional on the de-
velopment of public finance, above
all because of its impact on the rate of
inflation and the interest-rate differ-
ential to the rest of the world. In fact,
the rapid growth in public debt pe-
tered out after 1995 and is no longer
alarming.

Conclusions
Some factors of major importance for
a favourable development of the la-
bour market have been pinpointed by
these forecasts and scenarios. One is
the importance of knowledge-inten-
sive industries and of the service sec-
tor - especially of small and medium-
sized enterprises - for employment
growth. Another is the need to raise
the educational level of the work
force and to increase the number of
people with technical qualifications -
especially in information technology -

and education in the natural sciences.
If employment starts to increase, a

shortage of these labour categories
would imply a serious bottleneck. An-
other risk factor that may hamper
growth will arise if wage trends in
Sweden are not compatible with those
in competitor countries. Having said
that, not even in the most optimistic
scenarios does employment pick up
considerably. The risk of marginalisa-
tion in the labour market and of social
exclusion for the unemployed is still
high for people with a brief education,
Iow-skilled workers and non-Scandi-
navian citizens.

In closing, it should be mentioned
that none of the reports mentioned
consider the possible effects on the
labour market of Sweden joining or
not joining the EMU. Earlier in 1997,
an extensive sttdy, Suerige och EMU
("Sweden and EMU"), on the impact
of possible EMU membership on dif-
ferent aspects of the Swedish econo-
my was published. The study was un-
dertaken by a government commis-
sion consisting of five economists
from the academic sphere. As a part
of the project, 21 background reports
were written by various experts. The
aim was to survey existing knowl-
edge and to highlight specific areas
where more research was needed.
Lundborg (1997) specifically analy-
ses the consequences for the Swedish
labour market. One of the main con-
clusions is that EMU participation re-

quires a high degree of nominal wage
flexibility and international labour
mobility, and that it is likely that nei-
ther nominal wage flexibility in Swe-
den nor international labour mobility
are sufficiently high to avoid major
labour market problems should the
economy be hit by a shock, e.g. a ma-
jor change in export prices.

Anna Thoursie
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United Kingdom

Forecasting in the United
Kingdom
Most economic forecasts in the UK
are short term and derived from mac-
roeconometric models of varying
methodology, complexity and under-
lying assumptionsl. The core official
forecasts are produced by HM Treas-
ury2 (the UK Finance Ministry),
which provides regular summaries of
its forecasts and comparisons with
those of independent forecasters3.
Most models do not make detailed la-
bour market or employment fore-
casts, but simply give aggregate val-
ues of employment and unemploy-
ment. The most important excep-
tions, providing employment fore-
casts over a longer time period andi
or at a more disaggregated level (by
occupation, sector, etc.) are:

- The lnstitute for Employment Re-
search (IER): publishes annual em-
ployment forecastsa (most pub-
lished forecasts have a time hori-
zon of five years, but its models
currently forecast to 2010) by gen-
der, age, employment type, region,
occupation, industry and qualifica-
tion level. IER forecasts are based
on Cambridge Econometrics' mac-
romodel (see below), supplement-
ed by sub-models allowing disag-
gregation by occupation and em-
ployment status.

- The National Institute of Economic
and Social Research (NIESR): pro-
duces independent short-term mac-
roeconomic forecasts for the UK
(the most recent ran from mid-
1997 to the end of 1998; cf. Shel-
don & Young 1997).ln addition, it
produces medium-term (five-year)
forecasts of the main variables (in-
cluding aggregate employment and
unemployment).

- Business Strategies Limited (BSL):
a private consultancy which carries
out disaggregated employment
forecasts for the Department for
Education and Employment (the

UK Labour Ministry) at regional
and sub-regional level, broken
down by industrial sector, occupa-
tion, gender and employment type
(cf. Business Strategies Limited
1ee6).

Camb ri d ge E conometrics: operates
the most detailed model of the UK
economy, with disaggregation at
the level of 49 individual indus-
tries. Most important for employ-
ment and labour market analysis
are its industrial and regional fore-
casts, which currently go to the
year 2010s.

Official demographic projections
are produced by the Gooernment
Actuary's Department, covering
births, deaths, migration, and pop-
ulation estimates by age and gen-
der. The current forecasts are
1994-based6, and run to 2034, al-
though summary data for 2035-
2064 are also available. In addi-
tion, the Office for National Statis-
tics (ONS) and the DfEE derive la-
bour force forecasts from these
population projections (the latest
cover 1997-2006?).

Main forecasts and
trends
Demographic trends

Official population projections (cf. Ta-
ble 1) show the UK population grow-
ing by 2.4 million (4Y") over 1994-
2014, with the working-age popula-
tion growing by a similar amount, such
that the proportion of the population
of working age remains constant at
61.%.

Similar patterns are evident for
men and women. Natural population
growth accounts for slightly more
than half the change, with birth rates
exceeding death rates by 50,000 to
60,000 p.a. for most of the period,
whilst net immigration is forecast to
run at around 50,000 p.a. from
1999-2009 (having fallen from twice

this level in the early 1990s), and
then to fall further to 25,000 p.a. by
201.4.

The population is ageing, and the
forecast stability in the share of the
population of working age results
from the decline in the share of the
under-16 age group being offset by
the growing share of the post-retire-
ment age group. At the same time,
the population of working age itself is
also ageing.

Labour supply
The implications of this ageing popu-
lation for labour supply and for as-
pects of social policy (through the de-
pendency ratio) depend crucially,
however, on trends in economic ac-

tivity rates.

The overall activity rate is forecast
to remain practically constant (Figure
1), but this conceals important gender
differences, continuing the historical
trend towards increasing female ac-

tivity rates and declining male rates.
Activity rates for women aged 20 and
over are projected to increase (be-
tween 1996 and 2006), especially in
the age group 25-34 (8%) and in the
age groups 45-54 and 60-64 (5%).
For men, slight falls in activity rates
are projected.

1 They also vary in geographical coverage,
with some applying to the UK as a whole,
others covering only Great Britain (i.e. ex-
cluding Northern Ireland) and others cover-
ing indrvidual countries of the UK (e.g. the
Fraser of Allender Institute produces fore-
casts for the Scottish economy).

2 For details of the Treasury model, cf. HM
Treasury (1994).

3 The most recent report includes the fore-
casts of 36 organrsatrons; see HM Treasury
(1ee7).

4 See Lrndley & Wilson (1996) and Heijke
(1994) for an account of IER's approach.

5 The latest versions are Cambridge Econo-
metrics (1997a) and (1997b).

6 The most recent projections for Great Brrt-
ain were published in ONS (1996).

7 The projections are given rn Ellison et al.
(1997) and the methodology rn Houston
(1ee7).
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Table 2 shows the net effect of
these changes in population and ac-
tivity rates on the size and composi-
tion of the labour force (Great Britain
only). I(ey features are:

- Following a decline (associated
with the recession) from a peak of
28.2m in 1990 to 28m in1996,the
labour force will increase each
year to be 1.2m higher by 2006
(0.9m of the increase being ac-

counted for by women, who will
account lor 45Y" of the labour
force by 2006).

- The labour force in 2006 will be
older than in 1995, with a project-

ed rise ol2.3m aged 35 and over,
and a projected fall of 1.1m among
those under 35.

Employment
Forecasters generally concur in pre-
dicting that 1996-2006 will be a peri-
od of steady employment growth (Ta-
ble 3); for instance, BSL forecasts that
employment will reach nearly 27m
by 2006, an increase of 1.6m (6.1,%)

over the decade.

At the time of writing, the most re-
cent (short-term) forecasts are the
most optimistic, taking account of the

UI('s current strong economic growth
(although the high exchange rate is
expected to hit manufacturing em-
ployment) and the effects of new job-
creation programmes. After the intro-
duction of the Jobseekers Allowance
in late 19968, unemployment fell fast-
er than employment was rising; most
forecasters see this effect as tempo-
rary, however, and in the medium
term, unemployment will fall slower
than employment increases because
the labour force is growing (cf., for
example, Sheldon & Young 1997).

Unemployment
Whilst most macroeconomic models
forecast the path of total unemploy-
ment, there are no reliable forecasts of
the detailed composition of unem-
ployment (by age, gender, occupa-
tion, etc.). The forecasts all predict a

continuing decline in unemployment
levels in the short to medium term, but
vary in their assumptions about macr-
oeconomic policy and circumstances.
In particular, recent forecasts vary in
the extent to which they take into ac-
count new labour market measures,
notably the introduction of the JSA
and the Labour government's "New
Deal" programme targeted at youth
and long-term unemployed adults. Fi-
nally, most forecasts concentrate on
"claimant unemployment" rather
than unemployment according to the
ILO definition (currently 20% higher
than the claimant level). A selection of
the main unemployment forecasts is
shown in Table 4.

Sectoral structure of
employment
All major forecasts (Table 5) show a

continuation of a trend evident for
several decades, namely an absolute
and relative decline in primary- and
secondary-sector employment, and
growing service-sector employment.

BSL's forecasts show that for
1996-2006 financial and business
seraices will gain around 750,000
jobs, and mainly public services

8 For a descrrption of the JSA, see the artrcle
on UI( labour market pohcy in "Trends",
No.28, pp. 69-75.

Table 1: Population projections, 1994-20L4 (United Kingdom)

Mid-year population
estimates (thousands)

1994 2004 20L4 % change

1994-201,4

Total
Working age*

Working age as "/" of total

58,39s
35,689

6L.1-

59,802
37,1,06

62.0

60,752
37,307

61,.4

4.0
4.5

0.5

Males

Total
Working age*

Working age as o/" of total

28,592
18,687

65.4

29,544
19,538

66.1,

30,171,

19,840

6s.8

5.5

6.2
0.6

Females

Total
Working age*

Working age as o/o of total

29,803
17,002

57.0

30,2s9
17,568

58.1

30,581

17,467
57.1,

2.6

2.7

0.1
* Working age is 16-64 for men, '1,6-59 for women.

Source: Government ActuarV's Department: 1994-based population proiections.
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Table 2: Projected changes in activity rates by age and gender, L996-2006 (Great Britain)

% change rn activity rate between L996 and2006

1,6-1,9
years

20-24
years

25- 35- 45- 55- 60- 65- 65+ 70+
34 44 54 59 64 69

All
aSes

Students Non-
students

Students Non-
students

Men 6.9 1,.4 5.3 -0.3 -1.5 -1,.4 -1.0 -2.3 -0.4 -0.5 -1.8 -L.9

Women 3.5 -2.7 5.9 3.8 7.7 0.7 4.5 1.0 5.4 0.1 2.8

All 5.2 0.4 5.6 L.7 3.1 -0.3 1.8 -0.6 2.6 -0.1 0.6

Source'ONS/DfEE Labour Force Projections (Ellison et a|.1997).

around 800,000. Increases are also
expected in construction and distri-
bution and hotels and catering,
whilst a decline of L.2% p.a. is fore-
cast in manufacturing, around half
the rate of decline experienced in the
1980s.

Occupational structure of
employment
The main forecasts for occupational
change (Table 6) show a continuation
of the trend towards growing levels
(and shares) of employment in mana-
gerial, professional, technical and
sales occupations, and falls in clerical
and secretarial jobs and most manual
occupations.

BSL forecasts for 1996-2006 show
the fastest growth rates in profession-
al occupattozs (average L.37" p.a.),
personal and protectiae seraice occu-
p ation s (1.5 %), m qn a ger s and admin -
istrators (L.0%) and associate profes-
sional andtechnical staff Q.a%). Asa
result, managerial, professional and
technical occupations will account for
almost 2 in 5 jobs by 2006. Personal
and protectiae seraices are the only
low-skill occupations where signifi-
cant growth is forecast; the projected
rate of increase to 2006 will mean a

further 420,000 jobs created. Sales
occupations are expected to see more
moderate growth of around 230,000
jobs.

These shifts in occupational struc-
ture are being driven both by the
changing sectoral structure of employ-
ment discussed above, and by a chang-
ing balance of occupations within sec-

tors.

Gender, working time and
contractual arrangements
Continuing growth in female activity
rates is reflected in the forecast for
the gender composition of employ-
ment (Table 7). ln 1996,50% of em-
ployees were women, and this will
rise to 52% by 2006, although higher
male numbers in self-employment
mean that men will still outnumber
women in overall employment (be-

tween 1996 and 2006 the female
share of total employment is project-
ed to increase from 46"/" to 48%).

S elf - employ tnent (which grew fast-
er in the UK than in any other EU
country in the 1980s) is forecast to
continue to rise (Table 3), with BSL
forecasting 24Yo growth over 1996-
2006 (almost 800,000 jobs); by 2006,
self-employment will represent over
16% oI all employment.

Women's employment will contin-
ue to benefit from the ongoing shifts
in sectoral and occupational struc-
ture, with some 730,000 of the t.1m
extra jobs in managerial, administra-

tive, professional, associate profes-
sional and technical occupations dur-
ing the period 1996-2006 going to
women (BSL). This significant growth
in the penetration of high-level occu-
pations by women reflects their grow-
ing levels of qualification, but the
forecast depends on the continuing
breakdown of traditional gendered
patterns of recruitment and promo-
tion within organisations. Most of the
growth in sales occupations of around
230,000 jobs will also go to women,
although traditional, low-skill areas
of female employment, notably cleri-
cal and secretarial occupations, will
see some job loss over the period.

The UK's high levels of part-time
employment are expected to in-
crease further, again mainly benefit-
ing female employees. This reflects
employment shifts towards sectors
with high levels of part-time work
(retailing, hotels, catering, financial
services, etc.), as well as growing use

of part-timers in these and other sec-

tors (driven by cost pressure to

Table 3: Selected short- and medium-term employment forecasts (United
Kingdom)

Organisation Date of
forecast

Employment in millions

1996 2007 2006

BSL Oct1996 Employees
Self-employed
Military
Government
Total

22.099
3.323
0.178
0.207

25.807

22.554
3.771,

0.175
0.205

26.705

22.867
4.t09
0.175
0.198

27.349

IER Dec 1996 Employees
Self-employed
Total

22.249
3.376

2s.625

23.798
3.647

26.845

NIESR Jrl1997 Total 25.550

Source: Various - cf. Selected bibliography.
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Table 4: Selected short- and medium-term claimant unemployment forecasts (United Kingdom) (in millions)

Organisation Date of forecast 1996 1997 1998 1999 2000 2001 2006 2010

BSL Oct 1996 2.121

7.6%

2.058

7.2%

7.990

6.8%

IER Dec1996 2.1, 1.8 1.5 1.5

Cambridge

Econometrics

Jtn1997 2.1 L.7 1,.6 L.6 L.6 1.5 1.5 1.5

NIESR Jul1997 2.1_

7.6%

1.6

5.8%

1,.4

5.0%

L.4 1.3 1.3

Source: Various - cf. Selected bibliography.

Table 5: Forecast sectoral structure of employment (United Kingdom)

Organisation &

date of forecast

7996

level share

(0000 %)

200L

level share

(000s) (%)

2006

level share

(000, (%)

BSL

Oct 1996

Prrmary & utilities

Manufacturing

Construction

Distribution, hotels

Transport

Financial & business

Mainly public services

All industries

809 3.2

4,17L 16.4

L,64L 6.5

5,650 22.2

1,,479 5.8

4,273 16.8

7,402 29.1,

2s,423 100.0

688 2.6

3.913 14.9

1,,676 6.4

6,042 23.0

1,,470 5.6

4,683 17.8

7,853 29.8

26,325 100.0

609 2.3

3,676 13.6

1,,691, 6.3

6,364 23.6

1,425 5.3

5,020 18.6

8,192 30.4

26,976 100.0

Source: BSL (1996).

Table 6: Forecast occupational structure of employment (United Kingdom)

Organisation &

date of forecast

1996

level share

(000s) (%)

200L

level share

(000, (%)

2006

level share

(000s) (%)

BSL

Oct 1996

Managers

Professional

Assoc. prof. & technical

Clerical & secretarial

Craft & skilled manual

Personal & protective

Sales occupations

Plant & machine

Other occupations

Total

4,198 16.5

2.424 9.s

2,5t2 9.9

4,036 1-5.9

3,1,41, 72.4

2,531, 10.0

L,91L 7.s

2,57L 10.1

2,099 8.3

25,423 100.0

4,410 16.8

2,610 9.9

2,724 10.3

4,057 1_5.4

3,085 1L.7

2,745 tO.4

2,050 7.8

2,543 9.7

2,1,01 8.0

26,325 100.0

4,604 17.7

2,756 10.2

2,885 10.7

4,011, 1,4.9

3,024 11_.2

2,949 10.9

2,1-42 7.9

2520 9.3

2,085 7.7

26,976 100.0

Source: BSL (19e6).

match staffing to workload fluctua-
tions, and pressure to respond to the
working time preferences of parts of
the growing female work force). Be-
tween 1981 and L996 the growth in
part-time work accounted for 1.8m
extra jobs, with the share of part-
timers increasing from21,'/o to 29%.
BSL forecasts a further increase to

31,% by 2006, when part-time em-
ployment will account for more than
4 in 10 employees in distribution, ho-
tels, catering and mainly public serv-
ices.

Temporary uork, although ac-
counting for a small proportion of to-
tal employment, has grown (to 7.3%
of the total in 1,996, compared with

53% in 1985), particularly since
1992. There are few forecasts of fu-
ture temporary work trends, an ex-
ception being IER, which has estimat-
ed changes over the period L996-
2001, suggesting that temporary em-
ployment will grow much faster than
permanent employment (cf. Purcell
1996) (the largest proportional
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Table 7: Employees by gender and working time

Organisation &
date of forecast

Employees (000s) 1996 2001, 2006

BSL

OctL996
Male employees
males as "/. ol all employees
full trme
part time
part time as %, of males

11,130
50.4

9,827
1,303

\1.7

L7,087
49.2

9,641,

1,,446

13.0

11,080
48.5

9,554
1,,526

13.8

Female employees

females as Y" ol all employees

full time
part time
part time as % of females

1,0,969

49.6

5,852
5,117

46.6

11-,468

50.8
6,061,

5,406
47.1-

1'J.,787

51.5
6,1,67

5,619
47.7

All employees 22,099 22,554 22.867

Source: BSL (1996).

growth being in professional, skilled
construction and protective service
occupations, and the largest absolute
increase in personal service and cleri-
cal occupations).

Employment and labour
market policy issues
The various forecasts of employment
trends have a range of likely implica-
tions (direct and indirect) for employ-
ment, labour market and social pro-
tection policies. We outline briefly
here some of the main ones, most of
which are already influencing policy
design in the UK.

First it is likely, although labour
force growth will continue, that
strong employment growth will con-
tinue to reduce unemployment. Reg-
istered unemployment is currently at
its lowest level since 1980, and in
some regions (notably the South
East), there is evidence of labour
market overheating, with reports of
skill shortages; vacancies reported to
the Employment Service are also at
their highest level since 1980. If the
forecasts are correct, the need for
measures to tackle geographical and
occupational mismatches between la-
bour supply and demand will grow.
Raising the quality of the human capi-
tal stock is certain to remain a key
policy objective, and existing targets
to increase the proportion of the
work force with work-related qualifi-
cations and to raise education partici-
pation will be intensified. It should be
noted that the traditional view that

skill deficiencies are a constraint on
UK economic growth is increasingly
being challenged, with some authors
arguing that the rapid recent growth
in qualifications has been more than
that required by technological
change and the shift to higher-level
occupations and has resulted in "cre-
dentialism", with a tendency for giv-
en jobs to be filled by people with
ever-higher levels of qualification
(Robinson & Manacorda 1997).

It is likely that certain groups will
benefit much less than others from
the improving labour market; long-
term unemployment remains a major
problem, and other significant groups
will remain on the margins of or out-
side the labour market in the absence
of policy intervention - these in-
clude members of ethnic minorities
(with unemployment rates persistent-
ly twice those of the white popula-
tion); disabled people (with much
higher than average unemployment
and inactivity rates); and individuals
with literacy and numeracy difficul-
ties (estimated at one in six of the
adult population), who are likely to
miss out as the labour market increas-
ingly demands higher qualifications.
Falling overall unemployment, there-
fore, provides both the need and the
opportunity for greater targeting of
active labour market policy on disad-
vantaged groups such as these.

The last decade has seen a growing
polarisation on the UK labour market
in terms of income (including the in-
comes of those in work) and the con-
centration of unemployment (with

the proportion of "workless house-
holds" increasing at the same time as

total unemployment has fallen). In
this light, the pressure, already evi-
dent, to tackle inequality and poverty
through a minimum wage, to reform
the system of in-work benefits for
low-paid workers and to address oth-
er aspects of the "benefit trap" will
clearly increase.

The population and the work force
itself is ageing, and there is less of a
pension funding crisis than in some
other EU Member States (the UI( de-
pendency ratio and the overall cost
of state pensions are lower than the
EU average). Pension reform will,
nevertheless, be on the agenda if real
living standards are to be maintained
for the growing elderly population.
Similarly, within the population of
working age, the growing share of
older workers, together with the
well-documented existence of age

discrimination by employers, will
produce growing pressure for anti-
discrimination legislation, matching
that which applies to sex, race and
disability.

The growing participation of wom-
en in the work force, and employers'
need for them to enter into higher-lev-
el jobs, will further increase the need
for non-discriminatory employment
practices, for improved child-care pro-
vision for employed parents, and for
more "family-friendly" employment
practices. Similarly, the continued
growth of part-time work will put the
issue of the employment rights of part-
time workers (compared with full-tim-
ers) into sharper focus.

A particular group of (mainly)
women whose labour market partici-
pation is a growing policy concern is
lone parents. This group has grown
rapidly in size in recent years, and
will continue to do so; the majority of
lone parents wish to work, but are of-
ten economically inactive and de-
pendent on social security, as a result
of benefit traps exacerbated by the
high cost and low availability of child
care. Initiatives to support the labour
market entry of this group will form
an important part of developing la-
bour market policy in the UK.

Despite employment growth, job
insecurity remains a topic of political
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concern in the UK, reinforced by the
continued growth of "flexible" forms
of work. As increasing proportions of
the work-force experience more fre-
quent job change, with spells of tem-
porary work, self-employment, etc.,
the need for adaptation of the institu-
tional infrastructure (especially the
training/education system and the so-
cial security/pensions system) to an
increasingly flexible labour market
becomes more evident. In the train-
ing field, the emphasis will increas-
ingly be on "lifelong learning" and
training for "employability" rather
than for specific occupations, whilst
in the pensions/social security field,
the need to ensure that "flexible"
workers are adequately covered will
become more acute.

Nigel Meager & Ceri Eaans
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