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The apinions expressed in this report must not be considered to be or interpreted
as the view of the Commission and its services.
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'PREFACE

The Study Group for Medium~Term Economic Assessments was asked
by the dommission of the Européan Communities to undertake a study
during 1977 of the economic implications of demographic change in
the Community. This project was entrusted to a small group of
~ experts under the chairmanship of Professor A. Kervyn de Lettenhove,
President of the Study Group. The other members were:

Prof. G. Calot, Director of the Institut National
d'Etudes Demographiques, Paris.

Prof. H. Gerfin, University of Konstanz, Germany.
Mr. R, Tarling, Department of Applied Eccnomics,
University of Cambridge, England.
Mr. A. Mayhew and Mr. M. Noyce of the Directorate General for

Economic and Financial Affairs made up the secretariat of the group.

The opinions expressed in this report are those of the above
mentioned group of experts and should not be interpreted as the

view of the Commission of the Buropean Communities.




Introduction

Each time that there is a pronounced change in the trend of fertility,
studies are started to look at the economic implications of these new
developments. There were several attempts in the 1930s when it seemed, at
least in some European countries, that fertility would stay below that
necessary to assure the reproduction of the population. Today with the
same prospect, economists have again become interested in the demographic

problem.

The present study was made in response 1o the question raised in
the Fourth Medium-Term Economic Policy Programme of the Commission.
(IVth Programme), The IVth Programme pointed to the possible difficulties
on the European labour market arising from a considerable increase in
young people reaching working age during a period of relative recessions;
this period to be followed by one during which there would be a sharp
fall in those reaching 16 years of age.

A major demographic change will undoubtedly have far-reaching long-
term effects on the economy. The whole growth prbcess will be affected,
there will be important sectoralbdemand shifts, there will be changes in
the available labour force and public expenditure will also not be left
unaffected. The group concentrated on the potential labour force, which
was the problem raised by the IVth Programme. A short analysis of the
possible changes in public finance is included in Annex 10, but this is a

subject being treated in far more detail elsewhere in the Commission.

The report is divided info three main parts s the population forecasfs
(Chapter 1), forecasta of activity rates and the resulting labour force
estimates without migration (Chapter 2 and 3) and an analysis of labour
force migration (Chapter 4). Technical annexes and the main tables

are presented in two separate volumes.
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The population forecasts are not official figures but were prepared
solely for the purposes of this group. They have the great advantage of

being based on assumptions which are consistent beiween countries.

The activity rate forecasts are interesting particularly for the
methodology used to predict changes in female rates. The work started here

is also being pursued within the Commission.

The analysis of past migration flows; so important for the European
labour market, and the future outlook completes the study. This chapter
concludes that at least in the medium term, the scope for migration is very
limited. The labour force proiecfions presented here_ include therefore the
assumption that future net migration will be zero , both betyeen Member States

and between the EEC and third countries.,

This report was conceived as a first contribution to a long-term
study of the Buropean economy. For this reason we have produced forecasts

for potential labour supply. Although there is a short analysis of medium-

term labour demand, it must be stressed that great caution should be used

in deducing any results for future unemployment levels from the figures

presented in this report,
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CHAPTER 1
Population proiections for the Member countries

of the European Economic Community

Most of the Member countries had recent demographic projections available
when the Working Party began its work. However, this was not the case for
all coﬁntries: the most recent French and Italian proiections were largely
out of date, esperially from the point of view of fertility (base years
1968 and 1971 respectively), and, in the case of Ireland, there were no
projections; the results varied in their presentation, with different base
years and dfferent projection periods; proiection years were generally taken
to start on January 1lst, but for the United Kingdom July 1lst, was used;
for almost all the dountries, the projections covered the total resident
population, but the projections for the Federal Republic of Germany only
covered the population of German nationality. Furthermore, each country
had adopted its own hypotheses concerning the factors affecting future
population trends (mortality and fertility alone, since all the forecasts
were drawn up with zero external migration): _some countries
assumed that these factors would be constant (continuation of the age~
specific rates observed most recently), while others allowed for the fact
that they might continue to change (eSpecially as regards mortality).
But above all, as far as fertility was concerned, it seemed desirable to
assume developments which were , in our view, more comparable and probably

more plausible, between the countries.

Consequently, the Working Party decided that new projectfons should be

drawn up which would be homogeneous for the nine Member countries, This
homogeneity was to be based on both the material presentation of results
(total population by sex and annual age group on lst January of each year,
regrouping into five-year age groups and into the major age groups in
terms of absolute numbers and proportions) and the choice of hypotheses
for the future trend of fertility.



As regards mortality, the same  hypotheses were used as those applied by
the countries themselves in their own projections. This was because it

was not felt necessary to undertake a detailed study of past mortality
trends in Europe and to establish homogeneous extrapolations. Firstly, the
European countries now have a low level of mortality; secondly, it is
unlikely that mortality will change significantly over the years ahead

- barring some maior medical breakthrough, particularly in the field of

- degenerative diseases. Moreover, population projections are not much
affected by slight variations in mortality. The method used to programme
the mortality parameters by sex and age used by the countries in their own

proijections will be described below.

As regards fertility, however, different hypotheses were used than those
applied by the countries. On the basis of a previous comparative study of
past and recent fertility trends in Europe, using both generations
("longitudinal” study) and observation years ("cross-sectional" study),
hypotheses on future trends were selected in two successive stages: extra—
polation of the curve of lifetime fertility per generation, with the
agsumption that in twenty years' time ultimate family size would stabilize
at a given level for each country considered (excepting the very special
case of Ireland, where the very high level of fertility is expected to
decline over a longer period before stabilizing in the years after 2000);
determination of age-specific fertility rates associated with the final
level thus arrived at; linking up of the most recently observed age-
specific fertility rates to the final fertility rates chosen, while at

the same time endeavouring to maintain both cross-sectional and longi-
tudinal continuity in future trends.

The calculations were then carried out along conventional lines, on the
basis of successive age pyramids, mortality tables and the fertility rates
chosen. The projection period was made unusually lon y extending to 2100,
with the results presented for each year up to the end of the present
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century, for each year ending in O or 5 up to the middle of the next
century, and for years ending in O up to the end of the next century.
Certainly, the end of the next century is a remote horizon for an eco-
nomic and even a demographic projection; nevertheless, it was felt it
would be useful to extend the projection over a longer period for two
reasons: firstly, the effects of the new fertility trends will in some
cases not become evident until a very long period has elapsed (let us not
forget that life expectancy in Burope is about 70 years); secondly, the
characteristics of the stable pattern resulting from the fertility and
mortality hypotheses can be easily deduced from projections covering a
number of successive years, provided that the years in question are

sufficiently far removed from the base date.

1. Outlook for the trend of fertility

l.1. Methods used to measure fertility

Each year, registry office statistics provide a breakdown of live
births according to the age of the mother. Taking these together with the
distribution of the female population by age (provided by updating the
most recent census) gives the age-specific fertility rates. This pro-
 duces 35 fertility rates for each year, for women from 15 to 49 years of

agee.

In order to describe the chronological trend of fertility, these rates

can be summarized in two ways, one longitudiﬁal, the other cross-sectional,

Longitudinal synthesis consists in adding sﬁccessive fertility rates for

the same generation, i.e. all the women born in a given year. For example,

one would add the fertility rate at 15 years of age observed in 1915, the
fertility rate at 16 years of age observed in 1916, and 80 on up to the
fertility rate at 49 years of age observed in 1949.



Thé total thus obtained will give the lifetime fertility rate of the
generation in question, i.e. the average number of children per woman

in that generation (1). This measurement of the average fertility rate

is the only one which is fully meaningful. Its disadvantage is that we have 10
know the age-specific fertility rates over a long period (35 years

strictly speaking), which poses difficult problems in estimating ferti-

lity rates for generations whose fertile life coincides with the war

years or where women have gone to live in other countries:; another disad-
vantage is that final family size can be established accurately only for
generations now over 50 and that calculations beoome increasingly inaccurate
for more recent generations, those below 35 years of ages the lifetime
fertility curve is not known at present for generations born after about‘
1940. '

Cross-sectional synthesis consists in combining age—-specific fertility

rates recorded in the same year as if the rates related to the same

generations This produces the‘averagg lifetime fertility of an imaginary
cohort which, at the various annual stages of its fertile life, would have
the same fertility as that observed, at the same age, during the year in

question.

This synthesis procedure, which provides a short—term indicator of fertility
and is expressed in terms of the average number of children per woman,

is basically the same as the procedure for establishing annual indicators

of mortality such as life expectancy at various ages. However, in contrast

to what happens with regard to mortality, there is no independence

between the fertility patterns of one and the same generation over successive
yYears: a rise in fertility rates at a given age does not necessarily mean

an increase in lifetime fertilitygékut may mean that the timing of child-
bearing has been brought forward (for example,  because the age of marriage
has come down or because the interval between successive births has been

shortened) and will be offset by a fall in the number of births later on.

(1) Under the assumption of nil mortality between 15 and 50 years of age and
n}l external migration, the ultimate family size thus calculated coincides
with the average of replies which would be obtained in a survey asking

women of 50 years of age how many children they had had altogether (not
counting still births),

(2) While, broadly speaking at least, people who have not died during a period
due to a mortality decline seem to obey the same mortality patterns as
the rest of the population during the following period,
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It is for this reason that cross-sectional synthesis, known as the period
fertility index, whose twin advantages are that it provideées a fertility
measurement which is not dependent on the age structure of women of
child-bearing age and that it relates to each year of the observation

period (it can therefore be determined very quickly), presents a major
disadvantage which makes its interpretation questionable: the trend it shows
is not only sensitive to variations in the lifetime fertility of generations of

child-bearing age, but also to variations in the timing of child-bearing.

There are many examples where both the level and the trend of the period
fertility index give a distorted picture of lifetime fertility. For example,
in France between the two world wars, the period fertility index declined
while lifetime fertility continued to grow between the generations born in
1895 and those born in 1930, Similarly, from 1946 to 1967, a period of over
twenty years, the period fertility index remained continuously above 2.7
children per women, though no generation born since 1870 has had such a

high fertility level.

It can be seen, therefore, that, in establishing a projection, the "freezing"'
of fertility rates by age and thus the period fertility index is highly
debatable, whereas one is justified in assuming the constancy of (or at

any rate only slight variations in) mortality rates by age , as explained above.

1l.2. The past trend of fertility in Burope

The trend of ultimate family size in the countries in western Burope

(apart from Ireland and Italy) has been very similar over the past century.

Though the long-term decline in fertility began at different stages from
country to country (late 18th century in France, about 1850 in England,

late 19th century in Germany and later still in central and southern Europe)
and though the levels reached by the generations born towards 1870 are
rather different (France: 2+7, England and Wales' 3+4, Sweden 3.7,

Germany: 4.3), the downward trend continued in almost all the countries
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up to the generations born towards the end of the century. The minimum
levels recorded are similar and relate to fairly contemporary generations
(France: 2.0 for the generation of 1896, England and Wales: 1.8 for the
generation of 1907, Sweden: 1.8 for the generation of 1904).

This is followed by a revival in fertility rates, which continued over about
thirty generations. The peaks recorded at the end of this upward trend

are again similar from one country to another and relate to fairly contem-
porary generations (France: 2.6 for the generation of 1928, England and
Wales: 2.4 for the generation of 1935, Germany and Swedent: 2.2 for the
generation of 1932),

Wit the generations born about 1930, a downward trend began again, of which
we can only observe the beginnings. The generations bhorn about 1940 should
be close to the level of generation replacement (2.1 children per woman)

in Germany, Belgium and Sweden; and below this level in Finland (1.8), but
well above this level in England and Wales (2.4), France (2.5) and the
Netherlands (2.3). If the decline in final family size continues, the gene-
rations born towards 1950 almost everywhere in western Furope would not

ensure their own replacement.

This general pattern for western Burope comprises two exceptions within
the EEC: firstly, Italy where the long-term decline in fertility began
much later and where there were no peaks and troughs, but a steady level
of 2.3 children per woman for the generations born between about 1925
and 1935; secondly, Ireland where the generations born towards 1930
continued to have a fertility rate of 3.5 children per woman.

The trend of the period fertility index over the last forty years is marked
in general by an increase after the war (the "bahy—boom"), a decrease
after this period of recuperation, which does however raise the short~term

indicator to values above those of the pre-war period, an increase from
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1955 to 1964 (due for example in France to the fall in the age of marriage),
then a very considerable decline from 1964-1965 onwards, which has only

shown signs of easing off between 1973 and 1976. Jhe levels reached by most

of the western European countries are without precedent in time of peace.

In 1976, for example, the following figures were recorded: the Federal

Republic of Germany 1l.44 children per woman, Luxembourg 1.46, Switzerland 1.54,
Netherlands 1,65, Sweden 1.69, England and Wales 1l.72, Denmark 1.75,

France 1.83, Italy 2.,04. Ireland remains the exception with 3.50 children

per woman (1).

This spectacular and general decline in the short-term indicators is without
doubt due to two sets of factorss the first is an actual decline in lifetime
fertility for generations following those born about 1930; the second is due
to the ending of the period when child-bearing followed more rapidly upon
marriage or when birth intervals between successive children were shorter;
and the opposite trend began to emerge (age at marriage, long gap between
marriage and the birth of the first child and between subsequent births).

Thus, in contrast to the practice for some countries in drawing up their
demographic projections, it seems impossible in our view to envisage
age-specific fertility rates remaining at their present very low levels,
Thie would be equivalent to saying that real generations could have final
family sizes of as low as 1.4 or 1.5 children per woman, which has never

been recorded in any country (lowest historical levels always above 1.8 in
all countries).

In selecting age-specific fertility rates for the future, a final fertility
rate was set country by country: starting from a

given generation, all the following generations are assumed to follow the

(1) 1t should be recalled that at the time of the baby-boom the
.eonjunctural indicator was only 3 ohildren per woman in France
and 2.9 in England and Wales. -



game pattern of fertility. The following final family sizes were adopled:

»
Federal Republic of Germany 1.6 children per woman
Luxembourg 1.7

Netherlands 1.8

Bel gium 1.9

Bngland and Wales 1.95

Denmark 2,0

France 2.0

Italy 2.0

This pattern is assumed to start in general following the generations
born about 1955, but later for Ireland.

Sets of specific fertility rates by age consistent with these final family
sizes were then selected. Subsequently, the fertility rates recorded in
the past were linked up wiéﬁ the limiting values thus obtained, observing
both cross-gectional continuity (chronological trend of rates at the same

age and also their sum) and longitudinal continuity (trend of final family
sizes).

In the case of Ireland, ultimate family size was assumed to decline

from the present level (3.5) to stabilize at 2.25 for cohorts born after
1980.

For the United Kingdom, the fertility rates for England and Wales were used.
It was only in drawing up the projection of births that the rates were in-

creased by factors ranging from 1.5% to 1.1% to give figures for the United
Kingdom as a whole (1).

(1) The coefficients 1.5 to 1.1% were taken from the 1974-2014 projection
carried out by OPCS,.



Apart from the United Kingdom, the fertility rates used were those for
the whole of the resident population (female population irrespective of

nationality).

Annex 1 gives the values of the period fertility index used in the
projections. As from the year marked with an arrow, the period fertility

index is projected constant.

2+ Outlook for the trend of mortality

As stated earlier, the mortality hypotheses used by the countries in
their own projections were left untouched. Since there were no recent
projections available for France, Ireland and Italy, mortality tables

were selected directly.

A computer programme was written to work out the future mortality quotients
(from 0-100 years) from 21 of them (1): ¥4, 490, 54, 599, «e., 5994.
Through parabolic smoothing of the logarithms of these basic quotients,

and at the same time respecting the constraints linking the annual quotients
to theimultiannualquotients (2), one obtains the series of the 100 future
quotients N%, 190, ..., 1998, 999,

The basic gquotients were worked out from the projections carried out by the
countries by comparing the survivors of a given generation on lst January

in two different years (since these projections assumed real net wigration).
Two mortality tables were thus determined for .each country and for the two
sexes, the first table relating to approximately 1979 and the second to
approximately 1989. This showed which countries assumed that mortality rates
would be constant and which countries assumed that they would be variable.

For the former countries, the same mortality table was used throughout

(1) _a_ is used to designate the mortality quotient at age x over y years:it is
-the probability that persons of x years of age on lst January of
Year n will die before lst January of year n+y. Quotient is the
probability that a child born in a given calendar year
will die before the end of the same year.

(2) For example: (1 - 1q4) 1 - 1qs) (1 - 1q6) (1 - 1q7) (1 - 1q8) =1 - 5%,
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“the projection‘period; for the latter countries, variable_tables were used,

with each quotient developing linearly to reach the values given

below for 1979 and 1989, and then remaining constant as from the beginning of
the next century.

For the countries which had not drawn up recent projections, the most

recent mortality tables available were extrapolated as best one could.

Amnex 2 gives the life expectancy values at birth calculated from the
annual mortality cquotients used for the projections.
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Table lele Period total fertility rate in the Member countries of the EEC:

AEEEZ‘- - real values 1970~75 and assumed ones for the projections.
UuKe
Yesar B K F IRL I . L NL D (Englanc
; S ‘ & Wales
(Y,
1970 2,24 1,95 2,47 3,84 2,39 | 1,96 2,58 2,01 2,43
1971 2,19 2,06 2,48 3,96 2,38 1,95 2,38 1,92 2, 40
1972 2,08 2,06 2,41 3,88 2,36 1,74 2,17 1,71 2,20
1973 1,86 1,94 2,30 3,78 2,31 1,58 1,92 1,84 2,03
19764 1,83 1,90 2,10 3,74 2,30 1,58 1,79 1,51 1,91
1975 1,76 1,92 1,91 3,57 2,17 1,53 | 1,66 1,45 1,79
1976 1,70 1,92 1,78 3,54 2,18 1,71 1,69 1,50 1,76
1977 1,75 1,93 1,84 3,48 2,14 1,72 1,70 1,50 1,78
1978 1,79 1,95 1,92 3,42 2,10 1,72 1,72 1,49 1,81
1979 1,83 1,96 1,99 3,36 2,06 1,73 1,74 1,51 },84
1980 1,88 1,97 2,03 3,30 2,03 1,73 1,75 1,52 1,86
1981 1,90 1,98 2,05 3,24 2,00 1,74 1,76 1,53 1,88
1982 1,92 1,99 2,04 3,20 1,98 1,74 1,77 1,55 1,89
1983 1,93 1,99 2,02 3,17 1,97 1,73 1,78 1,56 1,91
1984 1,93 2,00 2,01 3,13 1,96 I.ZZ 1,79 1,57 1,22
1985 1,93 | 2,01 3,10 1,96 1,71 1,79 1,58 1,93
1986 1,93 2,00 . 3,06 1,96 1,70 | - 1,80 1,59 1,96
1987 1,93 1 3,03 1,96 1 1,80 1,59 1,94
1988 1,93 2,99 1,96 1 1,80 1,60 1,94
1989 1,92 2,96 1,97 1,81 l 1,95
1990 1,92 2,92 1,98 j b
1991 1,91 2,88 | 1,98 - v
1992 1,91 2,84 1,99
1993 1,91 2,81 1,99
1994 1,90 2,79 2,00
1995 l : 2,75 1‘
1996 . 2,71 :
1997 ‘ 2,69
1998 ’ 2,65
1999 2,61
2000 2,58
2001 2,55
2002 2,53
. 2003 2,49 -
2004 2,46
(2,30
en 2020)
|

(%) As stated in the text, the fertility rates for England and Wales were extrapolated,

and pefore applying them to the United Kingdom population, the number of births
obtained was increased by a coefficient of the order of 1.01.
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‘Females

78,3

Annex  Table 1.2
Life expectancies at birth in 1980 and 2000 used in the projections
B x | F mL | I L NL- D UK - .
© 1980 1
cMales .| 68,3 71,4 69,3 69,5 69,9 67,9 71,7 68,7 69,9
Females | 74,4 76,7 77,1 74,6 75,8 76,3 77,7 75,5 76,0
’ 1

2000
Males 68,3 | 71,7 69,7 70,4 | 70,7 67,9 | 72,0 | 68,8 71,1
74,4 77,0 78,1 76,4 76,8 74,3 75,7 77,2
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B. Population growth since the War (tables 1.3 and 1.4)

The growth of population in Europe since the war has been very variable
according to country and time period. The rate of growth over the whole
period 1950-75 for the Community was 0.6% pea., with Member States' growth
rates varying from 1.02% p.a. to -0.03%. The most rapid period of growth
for the EEC as a whole was between 1955 and 1965 with an annual rate of
almost 0.9%.

This pattern is determined not only by varying fertility levels, but above
all by large scale migrations (see chapter 4). The very rapid population
increases in Germany in the nineteen-fifties were produced by migration on

a large scale from East Germany, whilst without the arrival of millions

of foreign workers in the sixties, the German population would not have
increased significantly. In France the rapid increase in the early nineteen-
sixties reflecis the migration of well over a million French citizens from
Algeria. In the case of Ireland the emigration of young workers led to

annual falls in the population up to the mid nineteen-sixties.

The growth rate of the population of working age over the period 1950-1975
was onsiderably lower than the growth rate of the total population. Again
it varied greatly from country to country and from period to period. During
the period 1950—1960 for instance, it was rising by over 1% p.a. in Germany
and falling at almost the same rate in Ireland.

The population of working age as a proportion of the total population fell
throughout the period 1950 to 1975 for the Community as a whole. This was
the case also, with minor exceptions, in the Member States individually.
This was the result of a high rate of growth of the population of less
than 15 years of age (1950-70 40,8% pe.as) and a very large rise in the
retirement age population (+1.9% p.a.).
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C. The results of the projection

The projections resulting from the application of this methodology to the most
recent available population data by annual age group are reproduced in summary
form in the annex. The annual age group projections have been pgrouped into

5 year age groups, and only the years 1975, 1980, 1985, 19%0, 1995, 2015 and
2050 are listed. The base year 1975 used in the calculation of the labour supply
in Chapter 3 is a projection in the case of Italy, the Netherlands, Luxembours
and Ireland. In the case of the other states it is data taken from national

SOUrCes.

I. The neriod 1975 to 1995

i) the growth of population

Rates of natural population growth are going t0 be lower in all the
llember States over the next twenty years than they were in the previous twenty
years. In the period 1950~1970 population in the Community rose by 0.75% p.a.
on average. Over the forecast period 1975-1995 it will rise by somewhat lesns
than 0¢2% Dedre

The annual growth rate of the population remains remarkably constant throushout
the forecast period. For the whole period it is of the order of 0.18% pee.,
ranging from 0.15% in the first quinquennial period %o a peak of 0.21% in the
period 1985-1990. The rise in the male population is marginally higher than

that in the female population.

There are however large divergences from this Community mean in the individual
Member States. Two of them, namely Germany and Luxe“rﬂ;ourg have declihing
populations throughout the pebiod up to 1995. The rate of decline in euch
accelerates {owards the end of the period. Germany is a special case in the
sense of there being a significant difference in the rate of decline of the

male and female populations. The large female excedent in the older ege groups
explains this difference.

Belxium and the United Kingdom have a rate of population growth which is also
below the Community mean. The rate of increase in Belgium is only of the order
of 0.08% peae, whereas that of the United Kingdom is around 0.14%. For the
remaining Member States, the rate of increase is above the Comminity average,
not much above for Denmark, but substantially for the others, It is Ireland
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which will have the greatest natural increase in population, with well over

1% per year for the whole twenty year period. In the past it was only migration
which held down population growth or made it negative; the high rate of

natural increase is not a new phenomenon., The Netherlands with a rate of

natural increase only marginally under 0.5% pe2s is also well above the average,
but this rate of growth marks a very clear fall compared with the previous '
twenty year period, when it was over 1% p.a. The same is true for France

(+0.36 per year) and Italy (+0.33)s By the end of the projection period the

rate of natural grow%h of the population in all member states will be falling.

ii) The age and sex structure of the population

As explained in the section on methodology, the main cause of the demographic
change discussed above is the fall in fertility compared with earlier periods,
mortality changing relatively littles. This fact leads to considerable changes
in the age structure of the population. The assumption that sex specifiec
mortality and fertility ratios are the "natural" ones (i.e. no wars and no,
predominantly, male migration) means also that there will be some shift in
the sex composition of the population as the effects of previous "accidents"
which have disturbed this natural ratio are eliminated from the population
structure,

a) The population aged 0 — 14 years (table 1.5)

As a result of the assumed fertility rates, the population aged 0 - 14 years
falls over the period in all countries of the Community, except Ireland
(table 1.5). In most Member States however there is = slight rise in numbers
towards the end of the period (with the exception of Luxembourg) as the
children born in the "baby boom" years around 1960 reach parenthood.

The rate of annual decline in this age g'roup\ over the first decade of the
projection period is exiremely high. In Germany for instance there is a fall
of some 3% per year over these ten Years, and in the United Kingdom and the
Netherlands of about 1.5%. It is only in Ireland that the increase in absolute
numbers in this age group continues throughout the period. For the Community
as a whole there is a fall from 1975 to 1990 but an increase over the last
five year period of abvout 0.7% per year. The projection suggests that there
will be over 8 million less children in 1990 than there were in 1975, with an
increase of 1% million over the last five year period to 1995.
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As a proportion of the total population of the Community, this age group de-~
clines from 23.45% in 1975 to only 19.67% in 1990, though it increases again
slightly to reach 20,17% in 1995. Between Member States there are considerable
differences in the age structure of the population, so that some deviations
from the Community mean are considerable. On the one extreme, as one would
expect, Ireland is a very '"young" country, with around 30% of the population
in this age group and no significant change in.the percentage up to 1995.

At the other extreme are Germany and Luxembourg, the only two countries where
the proportion of 0 to 14 year olds is persistently lower than the Community
average. In Germany the proportion declines from 21.75% in 1975 to only 16.07%
in 1985; in Luxembourz from 20.2% to 18.13%. For Luxembourg after a brief rise
in the proportion to 1990 it begins to fall again in the last five year period.
The remaining states are fairly close to the Community éverage, with the
Netherlands, France and Ttaly being consistently slightly above the Commnity
average, while Belgium is marginally below.

b) The retirement age population, 65+ (table 1.6)

Within the Community the population aged over 65 years inc:gases over the
projection period, though irregularly, from 34.3 million in 1975 to 37.6 million
in 1995« Over the first five year period there is a sharp rise, followed by

a fall to 1985 as the small generation born in the first world war reaches
retirement age. From 1985 the numbers climb again steeply to 1995. These figures
are again reflected in.the figures for the proportion of pensioners in the

total population, which risesfrom 13.28% in 1975 to 14.02% in 1995 with a peak
at 14.05% in 1980.

Two countries stand out as having a particularly small proportion of old people,
Ireland and the Netherlands. Ireland in fact has a declining proportion of old
people over the projection period. At the other extreme again lies Germany,
which by 1995 will have almost 15% of its population over 65. By the end of the
period Great Britain and Denmark aIso have a larger proportion of older.people
than the Community as a whole.

©) The population of working age, 15-64 years (table 1.7)

The population of working age rises rapidly to 1985, more slowly from 1985 to
1990 and falls very slightly over the last five Year period. The total increase
from 1975 to 1985 is of the order of 12 million. This compares with an increase
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of only 7 million during the preceding ten year period, 1965-1975. As a
proportion of the total population, the working age population rises from
63.3% in 1975 to 65.8% in 1995, reaching a peak in 1985 of 66.9%.

In three Member States the working age population falls after 1985, Germany,
Belgium and Luxembourg. For the remaining states it increases throughout the
period; indeed for Ireland the rate of increase is around 1.5% per annum.
Ireland also has a far smaller proportion of the total population of working
age than the other Member States, though the proportion is rising throughout
the period. Cermany and Luxembourg are the countries which by the end of the
period have the highest proportions of working population to total population,
both as a result of the drastic reduction in the number of young people
already indicated above,

d) The crude dependency ratie (table 1.8)

The ratio of the non-active population (aged 0-14 and 65 and over) to the
population of working age falls dramatically over the projection period in the
Communitys. In 1975 this ratio is around 58%, it falls to only 49.5% in 1985
and rises slowly to 52% by 1995. As was evident in the above sections,

Germany and Luxembourg stand out with very low ratios, several percentage
points below the Community average. On the other hand Ireland remains with a
very high non-active population.
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II. The period 1995 to 2050

Although the projection period of this report is considered to end in 1995, as
far as the demographic projections are concerned it is interesting to look
further ahead to the period when the important changes in fertility begin to
make themselves felt in the overall growth rate of the population and in its

age structure,

i) The population in 2015

Twenty years after the end of the projection period in 2015 the population of
the Community would be almost exactly the same as in 1995 if the assumptions
about long-term fertility rates were to prove true. There would however be
considerable variations in the individual Member States and shifts in the age
structure of the population. For the Community as a whole, the working age
population would not have changed very much, though within this group there
would be rather more people in the upper age range than in 1995. On the other
hand the proportion of the population made up of young people under the age
of 15 years would have fallen sharply from 20.2% to 18.2% (a decline in
absolute figures of 5% million) while“the old age population over 65 years
would have increased from 14% to 15.7% (an absolute increase of 4% million).

The population of Germany would have fallen from 59.6 million in 1995 to only
53¢5 million in 2015, while in Luxembourg it would have dropped from 350,000

to 320,000. There also would have been a slight decline in Belgium. These
changes would not affect the proportion of the population of working age very
significantly, but they would result in a very considerable increase in the
number of retired people in the countries concerneds In Germany this part of
the population would reach almost 183% of the total, with the Community average
only being just over 153%. For Germany this means an increase of 1 million old
people over a period where the total population falls by 6 million. Young

people under 15 would then. only make up 143% of the total. Between 1995 and 2015
this group would fall by 234 millions.

In most of the other states there would be a continuing though very small
increase in the total population over this twenty year period. The alarming
exception would be Ireland, which would grow from 4 millions in 1995 to

5 millions in 2015, with a massive increase in the population of working age.
Ireland is also the only country in which the proportion of the population in
the over 65 age group would continue to fall,
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1) The population in 2050

By the middle of the next century the change to lower levels of fertility in
Europe would have worked their way through the whole population to arrive once
again at a more balanced structure. Of course the lifetime fertility rates
chosen would lead to a steady decline in the population of all countries except
Ireland in the long term, and there is therefore a tendency for the younger age
groups to be always very slightly smaller than the older age groups once this

new more balanced situation has been reached.

By 2050 the population of the Community would have fallen back to only 243 millions
the working age population would have slumped by over 20 millions to only 64%

of the total population and the proportion of old people would have increased

to 18%. It should be noted that as a proportion of the total population, the
working age population would still be higher in 2050 than in 1975. The maln o

shift from the beginning of the projection period to 2050 would have been a
fall in the.;;Bﬁg;tI;h 6f1§oung people and a rise in that of old people. The
newfﬂktable"‘bituaxion of 2050 splits the population into these three age
groups as foliows, 18.3%' young people, % working age and 17.7% old. The

corresponding 1975 figures were 23.4, 63.3% and 13.3%.

In 2050 the Gefggﬂuggggigtion would have slumped to only 38.4 millions, with over
20% old people, but by then all Member States, except Ireland, would have a -
declining population. By then Ireland would be reaching the sort of population
levels reached before the start of large scale migration, though even in

Ireland the pace of the increase would be slowing. France and Italy would both
have populations still considerably in excess of those in 1975, while that of
the United Kingdom would only be slightly less. The population of Denmark would
have fallen considerably below that of Ireland, while Luxembourg would have

been reduced to a mere 244,000,

These long term results are interesting in demonstrating the balanced situation
which would result if f current trends in fertility were to continue (in fact if

Bty 2

current period index levels were to become long~-term lifetime fertility levels,
the population of the EEC would have been reduced by a far larger amount by

2050 than suggested by the rather higher levels assumed for this study).

However, as it is certain that both the important parameters of population
growth as well as economic structures will change considerably over the very
long term, no further consideration will be given to the economic consequences -
of these changes.

R



Chapter 2 e

Forecasts of activity rates in.the EEC member states, 1975-1995

1. Introduction

The main purpose of this chapter is to provide a forecast of activity
rates up to 1995, as a part of the study into the economic effects of
demographic change. The period for which forecasts are required exceeds
the usual medium term horizon of five or ten years'and thus we should
question the feasibility of adopting the conventional method of extrapolating .
trends. Trends are only linear over short periods by approximation and, ,
in a long term view, the levels must be expected to tend towards some upper

’ demographic,
limit characterised by many factors, economic, Akociological and institutional.
In this paper, forecasts are prepared on the basis of a new method, which
is necessarily not fully worked out but which has been constructed to set a

framework in which the relevant factors can be incorporated in the appropriate

manner.

N

The method is constructed around the notion that activity rates alter
as a result of several processes of change. Activity rates are aggregate

measures of the average propensity to work and any change in the aggregate

rate is the result of changes in this propenéity for some or all of the P

population., In generél, the incidence of response at any one time, that
is that proportion of the population who will change their propensity to
work at any one time as a result of changed conditions, has a distribution
through time which is approximately normal. The cumulative effect on
activity rates is to raise or lower activity rates from an initial to a
final level, the pattern of change in activity rates through time being an
S-gshaped curve.

There are many factors which affect activity rates and canlgenerate
these processes of change. Changes in educational systems, in the attitude

towards retirement, and in the social security provisions affect male and
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female activity rates. There are other factors, such as changes in the
propen51ty to continue work after marriage or to return to work after having
children, which tend to alter female activity rates, The forecasts constructed
in this paper are based on the following long term assumptions; the school

leaving ages in member states will all move towards 16 years, state

retirement ages will decline to 60 years for males, the work continuation

rate at marriage and the propemsity to return to work among married women

will converge towards the high levels already observed in some countries,

and fertility rates (measured for final descent) will move in line with the =~ .

assumptions embodied in the population projections,

As a consequence of these assumptions, activity rates in educational
age groups afe not expected.to change very much in the future but those in
retirement age groups are expected to show furthe; significant falls. Among
women, in those countries whege activity rates are already high,such as UK
and Denmark, future increases are expected to be more modest tﬁan recent
increases. In other countries (Belgium, Germany, France) which have recently
experienced rapid increases in activity rates for younger age groups, future
increases occur mainly as a result of a greater return to work. Im all
of these countries,‘final "maximum' levels of activity rates by age group
are expected to be achieved early in the next century and, by 1995, are
expected to be quite close to these levels. The remaining countries
(Italy, Netherlands, Luxemburg and Irelaﬁd) have so far experienced
relatively little increase in female activity rates. It is expected that
there will be a surge of activity rate increases in each of these countries
at some time during the next 20 years, earlier for the Nétherlands and later
for Ireland.

All of these processes resulting from changes in economic, demographic,
social and institutional factors affect 'poteﬁtial', or 'trend', activity’
rates, that is those activity rates which would be observed at a.constant
(high) pressure of demand?' It is necessary both to make an adjustment to

1) oei Annex 1 for a discussion of conceptual definition of act1v1ty
rates.
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recent observations of actual levels and to comment on how f?ture likely
ﬁctual levels might diverge from their potential levels.

The outline of this chapter is as follows: section 2 contains » brief
description of the method, section 3 points out the shortcomings of the
simplified method actually adopted, section 4 describes some of the factors
which underly changes in activity rates, section 5 is a summary of the posit?on
in 1975, section 6 indicates the kinds of changes which might be expected in
the future . Trend projections of activity rates, and a diécussion'of likely
actual levels of activity rates in the next decade are contained in Chaptéf‘3. !

cggézeris necessarily restricted in length but is based on a number of working
papers. Thesc papers were circulated to the Study group and, whilst it is
hoped that most of the main points are reiterated in this paper, a detailéd
description of the method and justification of the estimates is provided in

those papers. *)

2. Method

In a working paper presented to the Study Group,a comparison was made
for each country between the various sources of estimates of activity rates,
A reasonable correspondence was found between Community estimates and estimates
from National Censuses of Population; where the correspondence was poor, there
was generally a suspicion of country differences in definitions. The view
adopted in this report is that the Community Survey estimates are comparable
as between cbuntries and with Census of Population estimates in most countries.
Thus most of the basic data used in thevanélysia is drawn from Community
sources &nd is supplemented by National Censuses for early periods.
Administrative totals of employed and unemployed do not, for a variety of
reasons, repregent'good proxies for activity rates in some countries but have
nevertheless been accepted as adequate for the purpose of assessing the

extent of cyclical variation in activity rates in most countries.

*) Most of the working papers are reproduced in the annexes which form
- Part 2 of this report. '



Activity rates may change during the cycle as a result of variations
.in the pressure of demand, whilst changes in economic, demographic, social
and institutional factors determine ;he trend. Two theories summarise the
activity rate responses in the short run; firstly, the 'discouraged worker'
hypothesis‘sﬁggests that, as the demand for labour decreases, the unemployed
- give up their job search and leave the labour force, and, second, the 'added
worker' hypothesis suggests that when heads of household become unemployed
other household members join the labour market to supplement household
income. Historically, the evidence has favoured the view that the 'discouraged
worker' hypothesis is numerically larger because activity rates appear to
move pro-cyclically. Indeed, the empirical evidence for variations.in
aggregate female activity rates considered in Annex?2 shows that there :
is some evidence for Italy, Germany, Ireland and the UK of a significant
response of activity rates to variations in an in&icator of the pressure of
atl,

deman As a result of this analysis, activity rates for females in

1975 were adjusted by more tﬁan } percentage point in Germany, Belgium, Ireland;
Netherlands and the UKSEB)Thus the increases in trend activity rates between
1968 and 1975, the‘period spanned by comparable Community Labour Force
Surveys, were greater than the ihcreases actually observed.

After‘éctivity rates have been adjusted to a trend basis it is possible
to examine trend changes, that is, changes independent of the variations of
the pressure of demandSB)'The central assumption of this paper is that thg
activity rates change systematically through time in response to changes in
exogenous factors, the pattern of change with respect to each factor being
an S;shaped curve. A number of factors may generate different processes

of change simultaneously, so that at any point in time activity rates will be

at a different point on each of the S-shaped curves representing each process

1

Unemployment was used where possible. But, for some countries,
migration flows were significant and affect the unemployment measure

as a proxy for the pressure of demand for labour. In these countries,
(2) deviations of industrial production from trend were used.

In the case of Belgium the evidence fo th j
and alternative estimates based on.unadiusged 53531%25333223-%i?A333§

éicting
3) Alternative methods of analysis are discussed in § 6 to 11 of Annex 1.
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of change : figure 1 illustrates.

' a
. . c
Figure 1: ///’f"—'
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At time T , activity rafes are changing as a result of three processes
a,b,c which began at times ts tyo t. respectively. Processes a and b are
nearly complete, that is the average propensity to work is nearly fully
adjusted to the cﬁanged conditions, whereas process ¢ has oniy just begun
and is expécted to give a further acceleration in activity rates in the

period T - Tl'

There are three key
parameters of the curve; the ttraditional' or starting level (e.g. atb),
the.'saturation' or final level (e.g. ab), and the rate at which the process
occurs. In the case of a single process, given a traditional level «
and a saturation level ﬁ , the measure S = lnGEE%) describes the maturity
of the process, that is the stage reached. If S 1is positive, the
process is more than half complete. In a pure logistic curve, the
parameter S is a linear function of time so that the exponential rate of
change for the process is given by

525
tz - tl

where ty>t, are the dates at which the parameters S1 and 52 are estimated.
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it is evident from figure 1 that it is of crucial importance to obtain
estimates of the traditional and saturation levels as well as to identify
what processes are underway. In Annex 3 some of the reasons
underlying the various processes are discussed against a background of
historical évidence. These factors are discussed in section 4.

‘Given traditional and saturation levels, and the rate at which the processes
are occurring, the underlying current trend mgvement of activity rates can

be approximated by a single S-shaped curve, with traditional levels character-
ised by inter~war activity rates (assumed prior to the commencement of any
current process), saturation levels at activity rates consistent with completed
processes, and a rate of development of the process estimated from the activity
rate changes between 1968 and 1975,

Projections of activity rates can be made by making judgements about the
expected rates of change in the proceéses. It is not necessary for this
purpose to assume a single process, although for each country and/or each
age group a single process is likely to dominate. Using the evidence from
the period 1968-75 as a guide, and taking into account the similarities
across countries in each age group and across age groups within each country,
country and age specific effects can be assessed qualitatively and incorporated
into forecasts. Furthermore, where it is believed that the rate of change
of the overall process is not constant, either because there is more than one
factor changing or because a major change is imminent, the rate of change in

the future may be allowed to differ from that observed for the period 1968-75.

3. Shortcomings of the method

The problem that more than one process of change may be affecting

activity rates simultaneously is perhaps the most difficult to resolve.

The overlapping of the processes, which may of course be affecting activity
rates in opposite directions, creates the presumption that actual changes in

activity rates will not conform to a simple S-shaped pattern. There are
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two age/sex groups where the problem is very obvious. Among females aged
15-19, the activity raté declines as more females enter further education
but, of those who leave the education system, a higher proportion are able
to find jobs with the expansion of opportunities for women in employment.
Historical evidence points to the dominance of the rising participation in
further education in most countries but it is evident that expansion of job
opportunities has in other countries led to rising, rather than falling,
activity rates. The other age group for which activity rates show a pattern
of change wﬁich is not S-shaped is the one for females aged 60-64, In this /
in ,some countries )

ge group in recent years;/more women have returned to work after their children
have grown up and thus the activity rate has tended to rise even after the
state-retirement age is passed. But the trend towards earlier retirement
is counteracting this upward change and the resultant pattern of change
looks more like an inverted U~shape than an S-shaped curve.

The problem is not however insurmountable. In a more detailed study,
it would be quite easy to allow for overlapping processes of change.
Geographers have a fairly extensive literature concerning the application of

mixed S-shaped processes to data and it would be a relatively simple matter

to incorporate the technique into this framework. That does not unfortunately

solve the immediate question. But a cursory glance at the literature suggests
that a qualitative assessment of the relative impprtance of different processes
can produce a reasonably appropriate estimate of the pattern of change.
As a process nears completion, its weight in determining future changes in
activity rates declines.rapidly.~ Thus, in cases where there are overlapping
processes, it is necessary to bggr in mind the relative maturity of each
process when assessing changes in activity rates.

With the central assumption of the method that each pattern of change
is an S-shaped curve, considerable weight is thrown on the traditional and
saturation levels of each process. The saturation levels establish ceilings

beyond which activity rates are not allowed to rise (or fall). In an analysis
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which seeks to predict activify rates 20 years ahead to 1995, these ceilings
are extremely important since most of the processes currently underway can

be expected to be completed some time around the turn of the century.

But these levels also play another role. Taken together with the traditiomal
levels, these parameters are sufficient to determine the stage which the
processes have reached at the present time. Thus both traditional and
saturation levels must be chosen with.regard to an assessment of how far each
time series of activity rates can be said to have 'matured'. Furthermore,
the current stage of maturity is an important element of the estimate of the
rate of change of the process. If the traditional and saturation levels are
choseﬁ to reflect a belief that the process is halfway towards completion,
then future changes in activity rates will be slover than in the past; if

on the other hand they are chosen to reflect the gssumption that the process
is only just beginning, there will be a rapid increase in activity rates
predicted for the future. .

This is not necessarily a cr;ticism of the method since most of the
difficulties can be overcome by a qualitative assessment of the data and some
considerablé evidence drawn from past activity rates. But there is no doubt
that a proper analysis of differences in activity rates, both between countries
and across age groups, would greatly improve the application of the method.
For example, female activity rates may depend on current household composition
- and intended completed family size (or final descent fertility). If a
quantitative relationship had been established, it would be a relatively
simple matter to set traditional and (more importantly) saturation levels on

the basis of known or expected values for the variables. 1In particular,
there would then be a d;rect relationship between female activity rates set

for the future and the assumptions for final descent fertility incorporated
into the population projections.

Whilst these problems remain, there must be some doubt about the value

of the predictions for the 1990's. But predictions for the next decade



need not be qualified to the same extent. Because the method adopted-takes

a récent (relatively short) period, 1968-75, as the basis for estimating
changes, the short-period predictions are unlikely to differ very markedly

from conventionally derived forecasts based on trend extrapolation.

Nevertheless there will be some impro?ements; a definite curvature is
introduced into the future pattern of change and the rate at which future
processes can 'take off' can be restricted to be in accord with changes

actually observed in other countries, independent of the actual level of
activity rates. ,

4., Some important factors affecting activity rates :

There are many factors which have, at some time or another, been thought
to exert an influence on activity rates, particularly for females. Some ,
of the more important factors are discussed below, with reference to the
historical perspective, the current position and future trends.,
(i) education : the impact of changes in education participation on
activity rates in the post-war period has received much comment.  But,
historically, it is likely that other factors have been more important ’ é‘
for the age group 15-19. 1In the 1930's, éctivity rates for males aged
15-19 were between 80 and 90% for most countries, up to 30% higher than
‘in recent years. In Ireland, however, the activity rate was only 717,
suggesting that the extent of industrialisation, and the associated
urban concentration of population, may be important as a factor tending
to raise activity rates. Among femaleé, activity rates are further
affected by the attitudes towards women at work, being generally below
male activity rates.
ihere is some correlation between male and female activity rates for
the age group 15~19 for the group of 9 countries. This suggests that
the dispersion among activity rates for the different countries
may be éxplained partly by differences in educational systems. In the

s, s that :
long term, ;t is expected éompulsory egucation until age 16 will be
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established in all countries and that there will be increasingly simi-

lar demands for places in higher education. However, differences between

 countries in the enforcement of entry qualification standards are
likely to persist so that supply constraints are the main factor deter-

mining participation in higher education.

In the long term there is scope for adjusting the level
of educational participation in the different member states. Whereas
in France approximately 48 % of the 14 to 24 year old age group were
in full-time education in 1973, the equivalent figure for the United
Kingdom was 38 }“There is therefore room for more rapid increases in
educational participation in this age group in some countries. In addi-
tion, increases in educational participation among females are likely

to c¢ontinue for longer than for males.

(ii) rural/urban migration:

| To some extent, this factor is relevant in all countries. Urban (or
suburban) concentration of population tends to be associated with higher
female activity rates because of the ease of securing service jobs; rural
concentration leads to lower activity rates (as in Ireland and Italy) as
jobs in agriculture disappear. Generally high populatioﬁ density can raise
activity rates as it is easier for manufacturing inﬁustry to relocate its
new plant, particularly if it is willing to emplo& women.

_Changes in these factors are unlikely to have a dramatic impact on aggregate
activity rates in most countries. Ireland and Italy are the éxceptions.

Rapid (eventual) industrialisation on a wider spatial scale, for example,

resulting from effective regional policies, could have a substantial impgct

in the long run. : o e

(1)EEC Labour Force Sample Survey 1973.
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(iii) Activity rates over age 65:
Historically, the extent of activity in agriculture was a major factor explaining |
activity over age 65. In the 1930's, the rank correlation between countries for
the share of employment in agriculture and the over 65's activity rates was 0.74 |
for females and 0.40 for males. Self-employment, especially in small businesses

or shops, is also associated with higher activity rates over the age of 65 and

probably explains why the rank correlation is lower for males.

But both agricultural activity and self-employment are declining. The reason for
these factors being important is that they lead to continued activity beyond

normal retirement age because of a personal commitment:
/

people own their agricultural holdings, shops and businesses, have frequently 4;7 _ ; ft
them up in their lifetime, and wish at least to remain actively involved. Bd;LEEEEEQr:
agriculturdl holdings have increased in size as small holdings have been absorbed ’
(a process dependent on the death rate among the owners of smallholdings); the

same absorption process has affected small shops and businesses.

The consequences of industrialisation will be very similar in most countries so
that the reasons for continued participation will diminish in all countries and,

as they have done since 1930, show some considerable convergence. Small differences,
| reflecting the relative importance of agriculture, may persist but in general

activity rates should become very similar in all countries.

Traditionally, however, it is difficult to assert what activity 1eveis were
appropriate. Not only was the extent and structure of agriculture quite different,
and the extent of entrepreneurial ownership different (that is, different stages
of industrialisation) but also there were very limited schemes for provision

for retirement. However, because of the higher mortality rates for the age group,
retirement age is regarded as a minor factor and traditional levels are set
according to past levels of agricultural activity; in addition, the earlier the

industrialisation began the larger is the effect of small businesses assumed to be.

(iv) Retirement agest

As implied above, no effect has been assumed for retirement age on activity rates
for those aged over 65, neither traditionally nor in the future. But there has

been a .considerable amount of earlier retirement in the 1960's and 1970's.

In the UK, the establishment of the National Insurance Scheme in 1948 created a

class of employees (known as late-age entrants) who opted to join the scheme for
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10 years in order to obtain a state pension; this group lead to a short term
increase in activity rates among older people between 1948 and 1958 but who
had nearly all disappeared by 1963. Since then, the increase in certain public
sector occupations for instance, the police force and firemen, has increased the
amount of early retirement (these occupational retirement ages are at around
50-55 years ) bﬁt, offsetting this, there has been reduced early retirement
from the Armed Forces as a result of the reduction in total nuﬁbers. The maijor
trend in the UK has been towards a large inorease in the number of occupational
r'pension schemes run by private companies, many of which have options for retire-

ment at the age of 60,

The statistics for recent years show that the UK is significantly behind most
countries in the reduction in the retirement age. In many other European countries;
retirement ages for eligibility for state benefits have already been reduced to
gomewhere between the age of 60 and 65 and, although occupational pension schemes

are rare, private insurance is proving to be a realistic alternative.

Tt has been assumed that a reasonable future level for the age at which people
qualify for state retirement benefits is 60 years for males, and uniform
across country. In addition, a significant impact of early retirement is allowed
for in the age group 55-59. Whilst it is clearly possible, and perhaps in some
countries quite likely, that retirement ages will fall even more, the implied
dependency rates would lead to a public sector burdén of higher pension payments
in total, and lower per capita periods of contribution, which may well appear

to be not feasible. In addition to changes in the retirement age itself, the
burden)is likely to change as a result of variations in the numbers reaching that
age, 1

For whatever reason, female retirement ages are generally lower than for males
(perhaps, as suggested, due to the age difference in marriage).‘ However, there
are two reasons for thinking that this may be eliminated or

1) Footnote: see page 34a.,
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1) At constant 1975 activity rates for single year ages, the pattern of change in
activity rates for the age group 60-64 in Germany would be U-shaped:

1975 1976 1977 1978 1979 1980 1985 |
62.4  60.5 5946 5945 63.2 6549 6341 | ;

This occurs because the numbers of men born between 1911 and 1915 were so much
lower than in other years that the survivor population in 1975 for these age
groups is as little as 50% of the "expected" level. As can be seen, the popu- -
lation ame composition can accelerate the fall in activity rates between 1975
and 1977/8 by 3 percentage points and then slow it down by 6 points between 1978
and 1980. A further accelerated reduction of 3 points occurs between 1980 and
1985, by which time the population age composition has returned to 'normal'.

If we assume a continued reduction in activity rates in this age group, but no
sharp discontinuous reduction in the effective age of retirement, then an
activity rate of about 55% would be expected in 1980; with a reduction in the
effective age of retirement to 60 by 1980, an activity rate of 49% would be more |
likely. By 1985, the activity rate is expected to be below 407%. |

Estimates for 1980 are therefore likely to be above trend because of the apge
composition shift by about 2% points and to fall more rapidly than trend between -
1980 and 1985. The effect of deferring a lowering of the effective age of
retirement until after 1980 is likely to be to raise the 1980 activity rate by

a further 6 points above trend.

The time pattern of the pogulation projections for the age group as a whole sugfests !
that the age composition shift will give a positive bias to activity rates for the ;

age group but not until after 1980. A revised estimate for Germany would be
between 52% % and 55%. : '

Note that this should not be much lower than 16/77 estimates because the age
composition effects in the first two years after 1975 give a downward bias to

" the estimates which is subsequently reversed by 1980. A likely time pattern
would be -

(Relative to 1975) 1975 1976 1977 1978 1979 1980 :
Apge composition effect - - =2,0 ~3.0 ~3.0 0] +2.5 ‘
Change in single year » .
activity rates - ~2.0 4.0 -6.0 -8,0 -10.0 (linear approx)
Change since 1975 : - -4.0 ~7.0 ~9.0 -8.0 = 7.5 | l

Activity rate - 62.4 58.4 554 534 5444 549
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i i in marriages has
at least reduced.(l) Firstly, the average age difference 1n m g

been falling in most countries; it still exists but is now generally

significantly less than 5 years(z). Second there is quite a strong

indication that at least a part of the increase in female participation 18
the result of a return to work after child-rearing, say over age 45,
With this desired return to work, there is not that much scope for ?gQuced‘

retirement age and expecting a very strong effect on activity rates.

(v) Marriage and fertility rates :

In economies with relatively high activity rates ampng‘single women h ;
below the age of 35, marriage freQuentl& is associated with some departure
frcm the labour force; théﬁ is, the aétiviqy rates of marfied women without
children are ‘lower than for single women of the same age (again less than
35 years old). Thus higher marriage ratios, parﬁicularly among younger
age groups, would (cet par.) be assoc1ated with lower total female activity
rates for these age groups. S1mllar1y fertlllty and fanily SIZ; 1s also

associated with lower activity rates.

Table2.1shows the activity rates in 1930's fqr'femaleé aged 20-64,

. together with various vital statistics, Marriaée ratios (thé proportion

of each age group marrled) do not dlffer markedly between the countries,

except for Ireland where they are low, reflecting the much later average

age at marriage. These do not contrxbute much to the ex planatlon, although
the late age of marriage in Ireland is perhaps an explanation of the apparently
high activity rate. The crude birth réterand'final descent fertility
(included to give an indication of family size and dependency) were'relatively“
high- for Italy and the Netherlands, both‘countries in which activity fatgs

were low; but there are clear contradictions in other countries.

(1)
(2)

This ienoras the short-run pressure of excess labour supply.

To estimate the effect by 1990, one would need age differences for
marrlages among those born around 1930, compared say to those born
in 1910 and more recent cohorts. :
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.Table 2,1 TFemale activity rates, marriage ratios and fertility rates in the
1930's

Activity rate Marriage ratio Fertility rates

age group 20-64 . age group Crude birth Final qescent
‘ . 30-39  20-64 - rate (1) fertility (2)
~s ‘ o " 1930~-34 1920 1930
Germany 44.1 72 64 - 16.3 1.9 2.2
Frence 49.2 79 . (70) 17.0 2.5 2.6
Italy 23.2 .75 63 24,5 2.4 2.3‘
Belgium 30.4 81 . 70 . 17.3 2.1 2.3
Netherlands 26,5 78 66 21.7 2.9 2.7
. Denmark 4.1 79 69 180 .. .
Ireland 327 7 58 . 49 19,5 . .
U.K. (G.B.) 3.9 14 62 1533 2.0 3,33
1 Source : 'European Historical Statistics, 1750-1970°',
B.R. Mitchell, Macmillan, 1975.
@) Source ¢ 'Natallte et Politique Demographlque s 6. Calot,,A. Girard
and H. Leridon, Institut Natiomal d'Etudes Demographxoues,
Presses Universitaires de France, 1976.
(3)

England end Wales.
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The one factor not shown in the table is the activity rate 1in agriculture.

There is a rank correlation coefficient between the 20-64 year olds activity

rate and agricultural activity rates of 0.51, suggesting that this may be a

major part of the explanatioﬁ of differences. On this basis it can be concluded

that neither marriage rates nor fertility rates had much impact on activity
rates in this period, Traditional levels of activity rates among women are
therefore assumed to be governed by industrialisation, with the exception of

Ireland, Italy and the Netherlands,

For the future, agricultural activity is assumed to play very little
part in the determination of activity rates. The dominant factors are
acsumed to be marriage ratios and fertility rates. In 'equilibrium®, the

population projections incorporate the following assumptions for final

descent fertility :

Table 2.2 1975  Future steady state
: ' : assumption ‘
Cexrmany 1.5 1.6 ) ‘ ) . ‘
France 1.9 . 2,0 o )
Italy 2.2 2.0
Belgium 1.8 1.9
Netherlands 1.7 1.8
- Denmark 2.0 ' 2.0 ‘
Ireland 3.8 " 3,65
UK , 1.7 2.0

Luxemburg 1,55 1.7

.
These f£inal descent fertility rates are all consi&erably lower than those

observed (or constructed) for the 1920's and 1930's. | On that basis, we

would expect higher particlpation rates. But the effect of changing marriage

ond fertility rates differs betwsen countrier, There.is differential'provision

of creche and nurcery facilities, and differential opportunities {or p#:t*

time employment. In addition, for these and other reasons, there are differen: .

rates of leaving the labour force at marriage or confinement in the differeat

countries,
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In setting future levels of activity rates for women, it will be
assumed that marriage ratios will converge in the future. In particular,
it is assumed that industrialisation in Ireland, by freeing the male from
the need to wait for his inheritance of an agricultural holding and reducing
emigration in recent years, has been associated with a falling age at
marriage.

The effect that different fertility rates across countries will have
on activity rates in the age group 20-45 will depend on differences in
‘child-care facilities, such as nursery/creche facilities and also on the 4

proportion of women who leave employment at their first and later maternities.

(vi) WVomen leaving employment and those returning to work :

If a woman takes up employment on completing her full-time education,
then she may chonse to retire either when she gets married or at her first
or later maternity. In the UK, a sﬁrvey of women in employment (by Audrey
Hunt, carried out in 1965) showed that 35 % of women left at marriage,

70 % at first méternity and 90 7% at later maternities. But there
are evidently marked differences between countries. For example, a higher
proportion appear to leave at marriage in Ireland, Italy and the Netherlandsf
Social attitudes in these countries have their origins in the religious
ethic, placing greater emphasis on the family and increasing the leaving
rate at marriage.

In most other countries, there is no guarantee of re-employment when
a woman leaves to have children, although measures to allow paid maternity
leave are already being considered in some of the countries and have already
been introduced in France. Such measures tend to reduce the number who
leave at first maternity but, because of inadequate child-care faciiities,
the leaving rate rises rapidly with further maternities.

Thus the age at marriage and number of children per family are the main
determinants of low activity rates in the fertility age groups, with the

number of single children households having a smaller effect in some countries
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than in others. Beyond the age of 45, child dependency rates are much lower
and many mothers are able to seek work if they wish. The extent to which
they do depends on the prevailing social attitudes and éhe willingness among
employers to hire relatively old but ihexperienced staff. In some countries,
mothers may return to work Qhen their children reach school age because
employers have adjusted to employing women on a part-time basis or are
prepared to offer play-facilities to children of mothers employed full—time.
Thus the rate of return to work among mothers depends not only on social

attitudes but also on the overhead labour costs to the employer.
(vii) Other factors affecting female activity rates:

Two other factors of some importance are the nature of the social
securify systems and the extent of part-time working. These two are partly
related; in particular, the UK system currently favours part—-time employment.

the
In the future, femployee's option to opt out of the National Insurance scheme

is to be removed, but the generous threshold levels for contribution liability ’

and the maintenance of an earnings-related contribution system are likely to

lead to coentinued incentives towards pari-time employment.

The 1975 Community Survey contained the following information on part—
time employment, showing the percentage of those women who worked in the

reference week whose main occupation was part-time :

Germany France Italy Belg. Neth. Lux. UK. Denmark Ireland
22.8 14.0 9.9 18.6 11.6 15.4 40.9 40.3 9.9

It is assumed that (cet.par.) the UK and Demmark will have higher activity
rates, measured in terms of persons, than the other countries, for whom

differences are not regarded as significant, particularly as regards the age

e b e e i o g ot g <7
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of return to work.
(viii) Inactivity among prime age males:

The only remaining group for which no discussion has been offered is
the prime age group for males. Historically, activity rates in this age
group have been remarkably stable, with the sole exception of the Netherlands
in’recent years. The explanation of the change in the Netherlands appears
to be recent legislation permitting substantial benefits in cases of declared
tunfitness for work'. If this is the case, then this is a once and for all ) |
effect, but one which might be expected to occur in other countries. The ;
residual (inactive) category has historically comprised the institutionalised
population, those in prison, mental homes and the long-term sick and disabled.

Because of the experience in the Netherlands, some lowering of activity

rates in these age groups (particﬁlarly the older ones) is considered likely

at some time in the future, although the reductions are only likely to be

'

very small.

(ix) Real wages : t

Many models of activity rate change'inolude the real wage as an
explanatory factor. Either wages enter as a part of the supply decision of
the individual through a trade-off between leisure and work or through the
relativity of female to male wages in models of female activity rates.

In the model adopied for this study, the short-run impact of real wage
variation is assumed away by relying on the motion of "potential" activity
rafes. (1) But, in the long run, that is in terms of trend changes, there are
‘two ways in which real wage change may be relevant, First, differential growth
of real wages between cownrtries may explain intercountry differences in

activity rate changes and, second, the level of real wages may be a factor
affecting the saturation levels of activity rates.

B ————————

(1) It is nonetheless relevant to point out that cyclical adjustments discussed

¥ ] Imt Of age &
[ iy l W
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Real wage changes,especially when seen as indicators of real household ‘
incomes, may increase the incentive to work among lower income houséholds
but may also reduce the incentive to work among richer households. Given
the variation in household income; and its interrelation with other facvors
already mentioned (such as the pattern of fertility, rural/urban populaiion
concentration), it is unreasonable to assign any independent role to ‘the
real wage changes. But it may be seen as a factor slowing down future
increases in activity rates, particularly among women, as the marginal

utility of income falls with the increasing standard of living.

5. Activity rates in 1975

As discussed in Anmnex 2, activity rates are apparently subject
.té variations with respect to changes in the pressure of demand in some
countries. The relatively high levels of unemployment in 1975 therefoqe
suggest that in those countries activity rates were generally below”fpgir
trend levels; the possibility that there may have been an unusually.sgfong
~ 'added worker' effect on female activity rates offsetting the normal
discouragement effect has not been allowed for. The adjustments are made
entirely to female activity rates, particularly those for age groups 15-24

and 40 and over.
(i) trend activity rates for males:

In the age group 15-29, activity rates have been generally declining

in the post-war period as a result of the expansion of further education,

e e et e o 2y
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and as a result capacity constraints (in the form of higher entry qualification
standards, etc.) are operating in most countries. The two . countries where
activity rates still appear high (i.e. education participation low) are

UK and Ireland.

Among prime ages, 30-54, activity rates have been relatively stable at
some level over 907 for half a century and no dramatic changes are currently
taking place except in the Netherlands. There, it appears that recent
statutory conditions on unfitness to work have led to declines of up
to 5 percentage points in the past few years.

The retirement age groups (55 and over) have had declining activity
rates for many years. DBut the three most recent member stétes, UK, Denmark
and ireland, have experienced relatively slow declines in activity rates
in these age groups, particularly 55-59. ° The predominant effect in Denmark
and Ireland is the extent of agricultural activity; in the UK, it is generally
the lack of financial provision for retirement below state-pensionable age.

In the age group 60-64, the differences in state-pensionable éges between
countries are apparent. Beyond age 65, there are now relatively small differ-
ences between countries, although UK, Denmark and Ireland still appear

relatively high.
(ii) trend ectivity rates for females:

Among females, Italy, Netherlands, Lﬁxembourg and Ireland all have
markedly lower activity rates than the other countries in nearly all age
groups. But there are also some consistent differences between.the other
countries, In the fertility age range 25-40, activity rates are generally
quite high in the 5 remaining countries but, in the age range 40-60, the
UK and Denmark have very much higher activity rates. This finding ties up
with the relatively high proportion of part-time working in these two countries.
In terms of the method adopted in this p;per, we can classify countries

and age groups into the stages of maturity reached in the general process of
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rising female labour force participation. The more positive 18 the measure

(1)

s the more advanced is the process .

Table 2,3 Maturity of the process of rising activigy rates among’
females in various age ranges and countries
age range

25-39 40-59
‘Denmark +2.3 +0.8
UK + 0.6 +1.9
France + 1,9 - 0.1
Belgium + 1.3 ' - 1.7
Cermany + 0.5 - 0.6 v ' /
Italy - 0.3 () - 3.1
Ireland - 0.8 - 2.8
Luxenbourg - 0.8 () - 3.0
Netherlands -1.4 () - 2.8

The effects of leaving at marriage and maternities provides a wide
spectrum of measures for the age group 25-39; the more beneficial social
security systems of France and Belgium (particularly relative to the UK)
are also apparent for this age group. But perhaps the most surprising
result is the picture provided by the second column. In the age group 40-59,
- only Denmark and the UK are more thén halfway through the process of rising
aétivity rates, although France and Germany are nearly halfway. Thus future

increases can be expected on quite a rapid scale for most countries.,

Summa.ry v

In table (2.4 ), the proportion of the process which has been completed
by 1975 is shown for each sex/ége group in each country. The assumptions
needed to construct this table are described in annex 4. The table
shows that the process of increasing participation in further education is
generally more than half complete, whilst there is some considerable variety
between countries in their experience of eérly retirement. Among those males
above national state retirement ages, 'the changing structure of agriculture
and small businesses has already led to major falls in activity rates for
those ages. Among females, changing marrige and fertility patterns in tﬁe

post-war period have led to significant changes already, but among middle-

2ged women there is scope for considerable change in the near future. in all

1) See Annex 4 for a more detailed exposition and analysis.

it SR



countries except the UK and Denmark. As in the case of males, activity rates fo

ﬁzgilgg + have mostly completed two-thirds of the ecxpected change by 1975,

Table (2.4 ) : Proportion of the process elapsed by 1975 (%)

; ‘ |

Ger. Fr. It. Neth. Belg. Lux. UK Denm. Irl. :
MALES
20 - 24 64 42 64 64 83 81 44 56 0
5 - 29 58 42 56 46 64 62 47 57 36
=59 50 65 100 78 63 72 35 48 37 )
60 - 64 48 52 63 46 49 53 28 39 35 :
65 + 79 73 82 82 100 73 64 62 56
FEIALLS
0 - 29 56 72 47 38 5 49 46 78 52
30 - 34 56 71 49 38 61 - 40 52 72 42
35 -39 54 64 45 32 54 38 69 69 34
40 ~ 44 48 54 28 31 43 32 64 64 26
45 - 49 46 50 26 28 38 19 - 83 61 23
50 - 54 41 45 0 20 31 19 63 51 23
55 - 59 40 46 0 0 19 0 65 56 16
165 + 66 63 83 83 73 39 62 63 60

6. Changes in activity rates, 1968~75 and the futura:

In the previous section, we described the stage of maturity in processes
of change for different countries. 1In this section, the stage of maturity

in 1975 is compared with the estimate for 1968. The annual change in the



—l] 3
. measure is in fact an exponential (constant) rate of change for the process,
although not for the activity rates themselves(l). Regarding the process
‘of change in each time series as conforming to an S-shaped curve, the estimates
shown in the table below for the rate of development of the process should be
seen as indicating simply whether the process is a rapid one or not. Note

that these rates of development are positive, irrespective of whether activity

rates have been rising or falling.

3
Table 2.5 Rates of development of processes for changes in
activity rates by age group and country

- Males; aged Females aged (2)

20-29 55-65+ T0-24  25-39  40-59 65+
Denmark 0.18 0.16 0,14 0.36 0.22  0.07
Netherlands 0.25 - 0.38 0.02 0.26 0.09 0.15
Belgium 0.02 0.17 0.06  0.29  0.10 0.02
UK 210410 0.11 0.04 0.19 0.24  0.02
Germany 0.22 0.22 4 o - 0.16 0.08  0.15
France 0.10 0.09 0,04  0.28 0.0  0.09
Luxembourg | O 0.09 0.11 0.21 0.02 -
Ireland . |0 0.03 0.29 . 0.10 0.17  0.09
Italy 0.25 '0.09 0 ~ 0.05 0 0.19

In Denmark, Germany and Italy, the process of increased educational
participation has been rapid, in part associated with institutional changes.
For Belgium, activity rates are already low whilst’they have yet to begin
the process of decrease in Luxembourg and Ireland. There is a fairly rapid
rnove towards earlier retirement among males in most countries, with'the
noticeable exception of Ireland. For both young and old in the Netherlands,
recent changes seem to have been enhanced by the new regulations for unfitness

for work which has removed a number of people from the labour force.

(1)

Changes in activity rates are most rapid when the process reaches
its halfway stage — see annex, e
22% See page 43a.

Annual change in the parameter S,
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2) In annex 3,it is indicated that the ape group 60-64 -ould not be treated

" in the same wav as other age groups because of the fact* that the pattern
of activity rate change was obviously not S-shaped. The pattern is the
outcome of at least two processes: firstly, the general increase in female
job opportunities provides an upward impetus to activity rates when there
is greater return to work after having children and, secondly, the re-
ductions in the average age at retirement tend to lower activity rates.

Traditional levels in the various countries range between 12% % in Luxembourg
to 25% in Germany, France and the UK. Activity rates in 1975 are more
diepersed than this ranging from 7% % in Italy to 31 ¢ in the UK. The four
countries with currently low activity rates (Italy, Netherlands, Belgium

and Luxembourg) are those in which the process of a greater return to work
has been slow to get underway. The recent trends are negative in the first
three countries, most so in Italy where rural concentration and reductions

in agricultural jobs add to the pressure. In the UK and Denmark, where
activity rates are highest, trends are upwards. The three remaining countries
have downward trends. Thus the broad pattern apparent from recent trends

is for further increases in dispersion. A summary is given in table 2,6,

However, this in unlikely to happen. In the UK and Denmark.the process of

greater return to work is working itself out and is unlikely to contribute
significantly to further increases, whilst there will be increasing pressure

for earlier retirement. The four countries with lowest .activity rates are

those in which the process of greater return to work has yet to get under-

way and hence can expect to experience rises in activity rates. These 1
factors are, in the long run, expected to lead to convergence and to reflert that
the same saturation level of 20% has been chosen for all countries.

Table 2.6 : .
ummary table of female activity levels and changes, age group 60-64

p | F I NL B L. | ux K TRL
Traditional level |25 | 25 | 20 15 | 15 | 12.5{ 25 |22.5 20
Saturation level 20 | 20 | 20 20 20 | 20 20 |20 | =20
1975 level 17.8] 28.3! 7.4 | 8.9 8.8 | 13.3 | 30.9}29.2 18.6
Changes (% peas) ,
1968-~75 =0.3| -1.0|-0.8 | =0.4 | -0.2 | 40.2 | 40.2 |+0.5 ~0.1
(% over 5 years)
1975-80 0} -2.3]0 0 0 0.5 | 0 0 0
1980-85 Oo 5 *2. 0 On 5 0 O‘- 5 0. 5 '-'00 5 "‘Oo 5 OO 5
]985-90 1.0 “"1.5 1.0 005 1‘.0 1.0 —1-0 "‘1.0 1.0
1990-95 0.5 -1.0] 1.5 1.0 1.5 1.5 | =2.0 | =2.0 0.9

The immediate future is perhaps of some concern. For those countries where
current activity rates are above the long run level, and hence are expected
?o fall, falle are expected to bé rapid if recent trends are downward or,

?f rengnt trends are positive, then no immediate change in activity rates

is aptlcipated. Activity rates, in those countries where they are éxpented
to rise in the long run, are not expected to increase in the next few years
pecause the pressure towards earlier retirement as a result of excess Eupplv'
in addition, the future rises in activity rates have to be timed to-coinéid@y

with'the general take-off of female activity rates in Italy, Netherlands
Belgium and Ireland. : S ,



"y .

For females aged 20-24, that is in the marriage and early fertility
age group, activity rates have not in general been subject to rapid processes
of change; Ireland, with high fertility rates and older ages at marriage, EY:’;

has experienced an unusually rapid process, perhaps associated with successful ., ~

regional and tourism policies. The most rapid processes are found in the
age group 25-39 where falling fertility rates have reinforced the effect of
changing social attitudes in generating higher activity rates. Italy
clearly lags behind, with the process apparently not yet underway; it is
also slow in ireland, and it is significant that these two countries should
both have severe regional problems combined with high fertility. 1In the
age group 40-59, where the pattern of return to work is 1ike1y'to be the
major factor, Denmark and the UK have very rapid processes, associated again
with the more common acceptance of part-time employment; the process in
Ireland also seems unusually rapid.

In general, these processes are expected to continue to develop at
their present rates. But there are three important exceptions. The
expansion of education participation is likely to be more restricted in the 'Yi; j'
future than in the past as education systems reach capacity, governments |

are unwilling to allocate resources to expansion, and young people attach

less importance (both subjectively, and objectively in terms of expected
rewvard) to educational achievement. Among females at age 20~24, the processe; f’
are expected to begin to develop more rapidly as fertility rates fall, ‘
Similarly, the lower final descent fertility rates assumed for the future
mean that the process associated with return to work will be accelerated

as family size falls and average age of children per fanily rises.




Sunmary

Some appreciation of the relevance of the speed with which the processes
are developing can be obtained from table (2.7) which shows how long musi
elapse before 90% of the process is completed. Projections are to be made
over a 20-year period from 1975 to 1995: it can be seen from the table
thot most of the mals retirement age groups and female age groups of high
fertility will have activity rates near to their maxima by 1995 but that
the processes of increasing educational participation and changing patterns
of "return to work™ should last well into the next century at current (and

expected) rates of development,

Table 2.7 Period from 1975 before 90 % of the process in completed (vears

Ger. Fr. 'Ite  Neth. Bel. Lux. UK Den. Irel.
HALES
120 - 24 20 92 11 16 61 54 42 32 45
25 = 29 26 92 17 26 56 148 38 32 27
155 - 59 18 28 - 6 11 18 69 28 36
60 ~ 64 19 42 21 22 16 35 66 34 37
f65 + 10 18 6 4 - 17 24 19 23
FilIALES ,
25 - 29 21 6 21 20 5 20 23 3 19
130 - 34 21 7 20 20 10 2 20 5 24
{35 -39 23 9 22 22 13 25 11 6 28
%40 - 44 31 35 36 34 24 13 10 13 29
; 45 - 49 32 38 37 36 26 86 3 15 30
150 - 54 36 42 45. 40 30 86 11 20 30
55 = 59 6 42 45 45 36 95 10 17 24
| 65 + 16 27 4 5 86 303 140 38 30

7. Projections of activity rates to 1995

There is expected to be very little increase, particularly after 1980,
in educational participation in the future, especially for males. Tor

most countries, big increases in female activity rates will continue to

nensi £ wpeed w - - i . -
1) 5 n3ivity analysis for an sverige case is given in durex 7
* . o



T

occur up unti1‘1985 but by 1995 the activity rates will be near their

maximum levels. But in Italy, Netherlands, Luxembourg and Ireland, where
female activity rates have not yet risen dramatically, the most rapid increases
are not expected until after 1985. Falls in activity rates due to accelerated
retirement and reductions in agricultural employment are expected to be

largest in the next 10 years but to remain appreciable even after then.
Thé‘gtatistical annex contains the projections.for each country by age group

for each year 1980, 1985, 1990 and 1995.
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CHAPTER

Interpretation and analysis of the forecasts of potential labour force

(The results of applying the forecaste of activity rates (chaPter 2) to ?hg'
population forecastis (chapter 1) are presented in table form in the gtatistical

anneXs

The growth of the labour force since 1950

To put the forecast which follows in perspective, it is useful to briefly .
analyse the growth of the labour force in the recent past. The forec§st and
the past data are not compatible, because the former measures potential
whereas all that iz available for the past are figures for registered employed
and unempioyed,

The average rate of growth of the labour force between 1955 and 1975 in the
Community was glightly over 0,3% per year. The average rate fell off however
during the late sixties and seventies, in spite of massive migration from

third couniries. Again the growth rate varied extensively between Member States,
being negative in Ireland and Ttaly but well above average in the Netherlands,
Luxembourg, Denmark and Germany.

An interesting point to note iz ithe difference between the registered labour
force in 1975 and the potential labour force as calculated in this study.
This difference ie of the order of 1.3 million and could be considered as
gome indication of the unused poiential.

Status of the forecast

Activity rates normally depend in part on the pressure of demand for labour.

This present stiudy does not contain any predictions of future levels of demand
and therefore the levels of forecast activity rates are consistent with the
pressure of demand assumed in the base year. Since all activity rates in

the base year were adjusted to a consistent high pressure of demand (see Annex 2)
the levels forecast are tharefore potential activity rates.

Conmunity forecast

The potential labour force in the Community as a whole will rise throughout
the period up to 1995 {Table 3.1). This increase will be of the order of 0.8%
per annum between 1975 and 1990 but the rate of increase over the final years
of the period will fall to less than 0.4% per annum. This represents a total
increase over the twenty year period of over 15 million persons, of which
increase approximately 9.6 million occurs in the first ten years (Table 3.2).

The rate of increase of the male labour force will be very modest, amounting to
only 4.5 million over the period, or approximately 0.3% per year. After the late
ninetesn-eighties there is for all practical purposes no inorease in male labour
supply. On the other hand the rise in the potential female labour supply over
the same twenty year period amcunis to over 11 million or over 1.3% Pele
(1975-1990  1.5% peae)s (Tables 3.2, 3¢3, 3¢4)e

The increase in the male labour force over the period is entirely a demograpnio
aspect, the activity rate component of labour force change being negative in each
five year period up to 1995 (1), The demographic component of male labour force
growth between 1975 and 1985 amounts to 5.5 million. For the same period the
activity rate component is negstive to the extent of about 2.6 million. After
1985 the demograpnic component remains positive bul less markedly so, while the
aotivit{ rate component remains negative but also at a low level. (Tables 3.2

and 303 .

(1) Unless exprezsly stated to be cumulated, the activity rate and demographic
componients have been calculated for five year periods with rebasing each period.
The addition of a component over two or more periods is only an approximation
{(though generally a close one) tothe cumulated component fo} the whole period
because of the change in base, !
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Table 3.1 Annual Growth Rate of the Labour Force (%)
)
1995/75 | 1980/75 1985/830 1990/85  1995/90
Total 00 37 O. 65 0. 78 Oo 35 -Oo 28
Germany Vale 0.08 0.25 0.51 0.02 -0.46
Female 0.85 1.34 l.22 0.86 -0.01
Total 0.72 0.98 0.84 0.9 0.45
France Male 0.49 | 0.69 0.64 0e35 . 0426
Female 1.09 147 1.16 0.96 0.75
Total 1.06 1.03 le11 1.11 0.99
Italy Male 0.39 1 0.2 0.57 0.44 0.35
Female 2.6 3.24 2,38 ’ 2.55 2.23
Total 1.6 1.60 1.90 1,67 1.21
NL Ma.].e Oc 75 ‘ 00 68 0099 Oo 84 Oo 5
Female 3.57 4422 4.08 - 3.41 2+55
Total 0.80 1.13 0.78 0.78 0.51
Belglum Male 0. 29 0048 0. 39 0.22 0. 06
Female 1.72 2.43 1.5 1.74 1.23
Total " 0.3 O 0.79 063 0.08 -0 29
Luxembourg|Male -0.09 0.27 0.21 -0. 27 ~0.56
Female 1.19 2.07 1.59 0.83 0.26
Total 0.5 0.65 0.74 0.42 0,17
UKo Male 0.23 0.11 0.48 0.24 0.1
Female 0.9 1.5 1.14 0.67 0.27
' Total 1.79 1.24 19 2,0 2.0
Ireland Male 1.14 0.53 1.14 1.36 1.53
Female 3.23 3,08 3.64 3.31 2.89
Total 0042 0043 ' 0.‘52 0. 39 0032
Denmark Male 0.1 ~0e25 : 0.16 0422 0.27
Female 0.87 1.47 1.01 0.61 0.4
Total 0.69 0.85 0.9 0.66 0.37
Community [Male 0.32 0.32 0.56 0.3 0.1
 |Female 1.06 1.82 1.49 1.26 0.81
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Table 3.5 CUMULATED AGTIVITY RATE COMPONENT (*000)
. MALES
1975-80 1975~85 1975-90 1975-95
Germany - 429 - 821 - 965 ~-1042
France -~ 183 - 388 - 512 - 610
Ttaly - 365 - 539 - 611 - 645
Netherlands - 115 - 172 - 199 - 218
Belgium - 34 - 85 - 50 - 90
Luxembourg - 1 -2 - 3 - 3
United Kingdom - 265 - 473 - 656 - 811
Ireland - 30 - 55 - 72 - 84
Denmarik - 48 - 79 - 98 - 108
EEG -1470 -2614 -3206 ~3611
FEMALES
1975-80 1975-85 1975-90 1975-95
Germany 434 838 1488 1917
= rance 278 447 15 938
Italy 1725 1300 2102 2956
Netherlands 207 464 759 1057
Bolgium 104 176 ‘ 306 424
Luxembourg 4 8 11 13
United Kingdom 596 935 1159 1245
Ireland 21 61 114 167
Denmark 52 79 91 99
EEC 2421 4308 6745 8816




- 53 -

Table 3.6 CUMUTATED DEMOGRAPHIC COMPONENT ('000)
MALES
1975-80 1975-85 1975-90 1975-95
Germany 649. 1437 1582 1237
France 701 1333 1719 2007
Ttaly 538, 11054 . 1436 1738
Netherlands 234, 461 - 647, 758
Belgium 87. 171 208 218
Luxembourg 3. '4_ 4 1
United Kingdom 347 926 1315 . 1588
Ireland 51 126 206 295
Denmark 30 : 71 107 - 135
EEC 2640 5583 . 1224 - 7983
FEMALES
1975-80 1975-85 1975-90 1975-95 -
Germany 219 4'{3' 400 14
Prance 388 776 - /998 1202
Italy 166 . 357 522 645
Netherlands T 185 ' 280 352
Belgium 43, 84 92 89
Luxembourg 1. 1 0] -1
United Kingdom 184. 473 © 697 816 .
Ireland 30, 65 “100 146
Denmark 17 40 64 84
EEC 1125 2454 3153 3347
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The activity rate component for the female labour force in the Community is
highly positive throughout the period, as is the demographic component of
jabour force change. The activity rate component for females increases oy
4.3 million between 1975 and 1985 and 8.8 million over the whole period. To
this enormous increase is added 2.5 million between 1975 and 1985 and

0.6 million between 1985 and 1995 of demograph1c increase (Tables 3.4 and 3. 5)

The main increase in the labour .force comes in the age groups 25-44 ye=ars and
45-59 years. It is in these age groups in the female population that the
inoreases in activity rates are 80 marked. The potential female labour force
in the age group 25 to 44 years ig estimated to increase at only slightly

less than 2% per year over the twenty year period.

The increase in the demand for jobs by women will of course be much less than
indicated above if measured in man/hours. Many of the women joining the labour
force, especially married women between 25 and 55 years of age, will be seeking
part-time work. In the 1975 labour force sample survey, the percentage of

women in the United Kingdom and Denmark who worked part-time was over 40% of
the total of employed women (see chapter 2). If as a hypothesis it is assumed
that 50% of all additional women in the labour force seek part-time work and
that this is equal to 50% of the hours worked by a full-time worker, then the

forecast change in the female labour force could be adjusted as follows:

. 1975-80 1980-85
forcecast change ('000) Y71 3079
50% full time 1735 1540
full-time equivalent of '
part time work 868 770
Total full-time equivalent - 2603 2310

This adjustment has the effect of reducing the potential labour force increase
between 1975 and 1985 from 9.7 millions to 8.8 millions.

Country variations from the Community average

Almost all the Member States follow the pattern of the Community average, though
there are major variations in the amplitudé of the changes. Almost everywhere

the rate of growth of the potential labour force rises up to 1985 after which it
decreases, in one or two countries being negative over the final five year period.
It is only in Ireland that this pattern does not apply. Here there is an |
inereasing rate of growth of the labour supply up to the end of the period,

though here too the growth rate over the last two five year pericds remains more
or less constant (but very high at 2%). |


User
Rectangle


In Ireland it is the demographic component of change which is dominant
throughout the period, though for females the projected rapid rise in acti-
vity rates means that this component,for females, is almost as important as
the demographic one. The enormous increase in the Irish labour force means
that according to these projections it will be more than 40% greater in

1995 than it was in 1975,

Germany, Luxembourg, the United Kingdom and Denmark all have patterns of

growth similar to the Community average, though the rate of growth over the
whole period is distinctly below the average. In Germany with an overall
increase of less than 0.4% per annum, the size of the male labour force in
1995 will not be substantially higher than that in 1975. The decline at the
end of the period however hides the fact that the male labour force will
increase by some 650,000 between 1975 and 1985. Over the twenty year period
the female labour force increases by around 0.8% per year and most of this
increase occurs in the first ten years (1975-1985 an increase of some

1.3 million). Over the last five year period up to 1995 a fall in the total
labour supply is predicted, with the female labour supply almost stationary.
The increase in the first ten years is predominantly due fo the demographic
increase, whereas by the end of the period the demographic component has
become negative. Luxembourg presents a pattern very similar to that of
Germany, with a slightly lower annual increase in the total labour force,
and with the male labour force actually declining between 1975 and 1995.

At the end of the period there are considerable losses due principally to

the demographic developments,

The United Kingdom and Denmark were seen in the last chapter to have much

in common as far as female activity rates and part-time working are
concerned. They demonstrate certain similarities in the overall development
of their labour markets over the next twenty years as well. The total
increase in both countries is somewhat higher than in Germany (UK 0.5%,
Denmark 0.42%) and in both the increase in the female labour force should
be around 0.9% per annum. In Denmark the growth of the male labour force

is far smaller than in the United Kingdom, and in fact declines over the
first five year period. In both countries the activity rate component of
the male labour force increase is negative over the whole period, while for
women the activity rate component is significant only over the first few

years, reflecting the high female activity rates in the base year of the

projection.
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The remaining four countries, the Netherlands, Ttaly, Belgium and France

all show increases abtove that for the Community as a whole, though France
shows a pattern almost exactly the same as the Community average. The
Netherlands has growth rates over the period similar in level to those

of Treland, but the time profile of growth is rather more similar to those
of the other Member States. In the Netherlands both the change to lower
fertility levels and to much higher female activity rates has proceeded
rapidly over recent years and the transition to a labour supply structure
more typical of its neighbouring countries is likely to be more rapid
than in the case of Ireland. In the projections both the high fertility
ievels in the past and the change from the traditionally low levels of
female activity produce substantially positive activity rate and
demographic components over the whole period (though the activity rate
component for males is negative). The overall increase in the labour
force of 1.6% peas is only slightly less than that in Ireland and implies
an increase over the twenty year period of 37%., However, the rise in the
male labour force is only likely to be of the order of 0.75% per year,

considerably lower than that in Ireland.

Tialy is also a country with traditionally low levels of female partici-
pation in the labour force. The change to higher levels accounts for

most of the increase in the total labour force, the rise in male labour
mupply being less than 0.4% per annum. The total rise over the first ten
vears amounts to 2.1 millions of which 1.4 millions are due to demographic
factors. The rise in the overall labour supply between 1975 and 1995

amounts to just over 23%, slightly in excess of 1% p.a.

Belgium shows a rate of srowth of the total labour supply (0.8% / year)
only slightly above that of the Community as a whole, but is distinguished
from the average by a very high rate of growth of females workers (1.7%)
and n low growth amongst men (0.25%). France shows patterns and levels of
growth very similar to the Commuhity average, with an overall increase of
0.7% Peas, the male increase being of the order of 0.5% p.a., the females
just over i%. In the case of France most of the growth comes in the first
decade when the absolute increase in the potential labour supply should
axceed 2,1 millions, almost‘all of which is due to the demographic
component, and of which some 45% are men. In the second decade of +the fore-

nast period the total increase will only amount to 1.3 millions of which
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over 80% is due to demographic changes and of which only 35% are men.

The age structure of the labour force

Over the forecast period there will be some slight shifts in the age
structure of the labour force. There will be a lower percentage of both
workers under 35 years of age and over 50 in the workforce in 1995 than

in 1975. For the Community as a whole the shifts are relatively minor,

but for some Member States they will be more significant and not without
importance. Workers below 35 will decrease as a percentage of the workforce
from 43.0% in 1975 to 41.2% in 1995; those above 50 from 23.9% to 22.6%.
There is little difference between the pattern displayed by men and women,
though given the rapidly increasing activity rates among middle-aged

women, the share of the younger age groups in the working population

declines rather more steeply than for men.

Of the larger member countries it is Germany where the ageing of the working
population'is most clear cut. The labour force of less than 35 years
declines both absolutely and as a share of the total (from 11.4 millions

or 42.9% in 1975 to 11 millions or 38.7% in 199%).

On the other hand there is a large increase in the working population over
50 years of age (5.8 millions or 21.7% of the total in 1975 and 7.6 millions
or 26.8% in 1995). The under-35 age group in France also declines over

the period as a share of the total labour force but increases in absolute
numbers (1975 ~ 10.2 millions or 45.3%, 1995 ~ 10.7 millions or 41.4%).

But in France in contrast to Germany the over fifties decline as a share

of the totals In both Italy and the United Kingdom there will be a large

increase in both shares and absolute figures in the under 35 age proup
in the labour force over the period (Ttaly from 8 million or 41.9% to

10.1 million or 42.5%; in the United Kingdom from 10.3 millions or 39.7%
to 12 million or 42%).

The significance of such shifts in the age structure of the working popu-
lation is not clear. It is often said that the ageing of the workforce
implies a lower degree of flexibility in the economy, because it is

assumed that young workers can adapt better to the necessary and continuous

structural changes in the production pattern. Other factors, such as the
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proportion of skilled workers, the level and type of education and
attitudes towards work are however probably of far more importance in
determining the flexibility of the labour force. In some societies the
young prove to be inflexible to the changing demands for skills, whilst
in others older workers gladly accept the possibilities offered by
retraining schemes. It would be dangerous therefore to draw any firm
conclusions on the effect which the differences in age structure revealed

above will have on future economic growth.

The main assumptions of the forecast and their effects

i} Educational age groups

It was assumed that the minimum school leaving age in all the countries
would move towards sixteen., The extent of further education beyond this
age ‘is expected to become rather similar in the different Member states.
This will be reflected in increased participation in full-time education
for those in the age group 20-24. It is also assumed that participation
by females in the 15-19 age group in education will continue to rise more
quickly and that,with the exception of Italy and Ireland,there will be a fall
in the labour supply in the age group 15-24 between 1975 and 1995. In the
Community as a whole this fall will amount to 1.8 millions of which
Germany contributes 1.5 millionz. This fall is however unevenly distributed
through time. During the first decade of the forecast period a rise of
some 1.5 millions is to be expected, followed by a fall of 3.3.millions
over the second decade. The bottom half of table 3.7 shows that these
movements are largely explained by demographic changes. The activity rate
component of the labour force change is close to zero, except during the
first five year period when it is heavily negative. The activity rate
component for males however is negative throughout the period and espe-
cially so during the first five years. This explains why, although the
demographic component for males over fhe first decade is larger than
that for females, males only contribute about one third of the total labour

force inerease in this age group over the first decade.

Given the high level of unemployment in the base year and the doubts ahout
the medium-term growth path, the increase in the size of this age group

in the labour force is preoccupying for most of the Member states, and
especially so for Germany, Ttaly, the United Kingdom and Ireland where

the increases are very large. Only in France and Luxembourg should there
be a decrease in the first decade, although in Belgium there will only be

a negligible increase.
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TABLE 3«77
Labour Force Contribution of the 15--24 year age group
(1000)

1995/1975 | 1980/1975 | 1985/80 | 1990/85 | 1995/90
Germany -1491 | 154 277 -688 ~1234
France -297 -148 26 -22 ~-153
Italy ' 341 105 305 54 -123
Netherlands -~130 13 32 ~46 =129
Belgium -94 ‘ 35 -22 ~51 -56
Luxembourg -8 -1 -1 -3 -3
United Kingdon -133 305 358 -200 ~-596
Treland 67 35 20 1 11
Nenmark -22 -7 16 -5 ~26
EEC -1767 488 1011 961 -2308

of which the demographic component

Germany -1203 344 339 -654 -1232
France -278 -146 47 -29 -150
ITtaly 198 174 286 =44 -218
Netherlands -106 316 35 . =46 -131
Belgium -91 29 -4 -57 =59
Luxembourg -8 -1 -1 -3 -3
United Kingdom  -169 327 349 -228 -617
Ireland 93 45 29 5 14
Denmark -18 -2 15 -5 -26
EEC -1582 806 1095 -1061 -2422
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The fall in the numbers of this age group in the labour force over the
second decade of the period is also extremely important. With this fall
in mind, the authorities must be careful to cater for the large influx
of young people in the first decade in a flexible way which allows for
the redeployment of facilities and structures created in the first ten

years to other purposes in the latter part of the period.

Again Ttaly and Ircland are exceptions, with the inorease in this age
group continuing to the end of the period in Ireland and to 1990 in
It 8.1y .

ii) The retirement age groups

It has heen assumed that the retirement age in all countries will become
sixty at some time during the period of the forecast.l) This necessarily
implies a more radical change for some countries, such as the United
Kingdom where it is currently 65, than others such as Germany or Italy
where already considerable progress in this direction has been made.

In addition it is expected that the activity rates of the age group 55

to 59 will also fall as a result of continued and probably increasing

provision for early retirement.

1) As a result of the reduction in the age difference between husband
and wife and the inoreased participation assumed for older women,
it is expected that the existing differential between retirement
ages for the two sexes will be eliminated.
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TABLE 3.8 1
Retirement Age Groups — Males
i) Levels and changes 1975-1995 (1000)

1975 1980/75 1985/80  1990/85  1995/90 1995
Y Al 851 380 167 43 360 1801
wermany gl 917 -427 12 11 -8 505
- Al 664 524 -7 6 -T5 1112
france gl gy 315 223 57 40 495
, Al 864 419 17 9 22 1331
Ttaly B| 702 -342 141 -22 -13 466
- Al 239 36 ~4 14 15 300
» Bl 184 -43 -13 -20 -3 104
- . Al 158 79 -9 -2 -17 210

Belyr]
eHEEm Bl 424 =71 17 -10 -3 78
A 6 1 2 0 0 9
Luxembourg B 5 o 0 1 0 2
0.x Al 1365 189 ~-170 -82 3 1304
o e B| 1254 -212 102 204 ~144 797
A 68 -2 =7 -2 0 57
Ireland B 57 _8 -6 -9 -5 30
Al 116 3 -13 -5 7 108
Denmark 5| 101 -16 -8 -16 -8 53
WEC Al 4332 1628 -24 -20 317 6233
Bl 4048 | -1435 468 =377 -224 2530

A - age group 55-59 years
B -~ age group 60-64 years
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Retirement Age Groups - Males

i1) Activity rate component of change ('000)

1990/85

1995/75 | 1980/75  1985/80 1995/90
Al -111 52 -36 -16 -7
Germany Bl -414 76 -237 -72 -29
. A ~31 ~12 ~9 -6 -4
rance B -225 46 ~75 -59 -45
A -32 -32 0 0 . 0
Ttaly B| -212 ~120 438 -28 -16
A -3 -2 -1 o} 0
Netherlands B -104 -10 *—36 -19 __9
ot A -5 ~4 -1 0 0
Belgium B ~60 =28 -2 -8 -2
Luxembourg % 8 g g 8 8
. . - 12 - - -
United Kingdom % _3;§ mi? _%; _;2 ‘_1§g
Ireland % m;i :% :2 :2 :z
A -8 -3 -2 ~2 -1
Denmark B| 38 -10 ~12 -10 -6
EEC Al -273 ~118 ~68 -48 -39
B -1397 ~372 -53 -296 -216

A - age group 55-59 years
B - age group 60~64 years
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Retirement Age Groups - Females

i) Levels and changes 1975-1995 ('000)

1975 |1980/75 1985/80 1990/85 1995/90 | 1995

Al 534 324 -38 43 317 1180

Germany Bl 376 -138 131 -22 -16 331
Al 378 330 21 57 -22 764

France B| 397 -172 144 -30 -26 313
. Al 194 190 1 53 117 555
Italy B| 118 -34 53 13 26 176
.oy . A 46 14 1 12 25 . 99
Netherlands B o8 a 5 1 4 37
e Al 45 27 2 17 18 109
Belgium B 25 -7 11 2 4 34
L A 2 1 0 0 0 2
uxembourg g 1 0 0 0 0 1

U.X A} 857 178 -97 -52 8 894
ofe B| 522 -67 61 -3 -55 388

Al 16 2 3 5 8 35

Ireland B| 13 0 1 0 -1 13
Al 67 14 -3 -1 5 82

Denmark B 41 -6 6 -5 ‘4 32
— A 2138 | 1089 -110 134 476 3720
B 1521 |- 425 411 ~114 -68 1325

A - age group 55-59 years
B ~ age group 60-64 years
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Retirement age groups — Females

ii) Activity rate component of change ('000)

1995/75 | 1980/75  1985/80  1990/85  1995/90

Al 34 55 55 101 103

Germany B 36 5 10 18 3
A 183 35 36 65 47

France B 9% 20 31 2 A
Ttaly A 260 89 12 51 108
B 51 ¢] 9 17 25

Netherlands % 42 7 (3) 12 2:31
' A 51 3 5 18 25
Belgium 3 8 5 ; 3 2
Luxembourg - % 8 8 g 8 g
A 96 66 21 6 3

U.Ke 3| o1 s 21 - 2
Al 20 2 4 7 7

Ireland B o o 5 I 7
Denmark B 3 4 2 Z B
EEC Al 988 267 141 262 318
Bl 50 -24 -15 1 -12

A - age group 55;59 years

B - age group 60-64 years
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The forecast for the Community shows an increase over the whole period

for the labour force aged 55-59 and a marked decreése for the 60 to 64

age group (Table 3.8). Overall these figures are dominated by the

shanges which take place in the first five year period. In this latter
sariod the activity rate effect is swamped by the €fects of demographic
change; the result of the low birth rate during the first world war.

¥or males there is an increase of over 1.6 millions in the 55-59 year age
group after which changes are not very significant until the end of the
period. On the other hand the 60-64 year age group loses over 1.4 millions
in the first five years. For women the respective figures are 1.1 millions
and Q.4 million. The significance of these demographic fluctuations for
the problem of employment was mentioned earlier in connection with the

srrival on the labour market of increased numbers of young people.

The period after 1980 is marked by a comparatively important activity rate
jinduced fall in male labour, though demographic factors outweigh the

2Tfect of activity rate changes in the 1985/1980 period for the older age
group and in the period 1995/1990 for the 55-59 age group. For women, as
previously indicated, the activity rate component of change in the 55-59
group is very positive, with an increase of 1 million over the whole period.
Because of demographic factors the rise in the labour force in this group
is far higher at 1.6 millions. This contrast with the situation amongst

men illustrates the closing of the difference in activity rates between

men and women in the higher age group which results from a general lowering
of the retirement age to 60. For females between 60 and 64 the activity
rate component is also negative, though again it is swamped by demographic

factors.

Again Germany contributes: to the fluctuations more than the other Member
States, making up more than 46% of the total growth in the labour force in the
age group 55-59 years in the Community for instance.In Germany the effect of
the changes is to produce a very large rise in the number of older workers
(over 1.1 millions over the period). In France and Italy too the growth

in these age groups is also important, the labour force increasing by

respectively 25 and 35% over the period. Of the large countries it is only
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in the United Kingdom that there is a fall, though it should be made clear
that in the United ¥Xingdom these groups contributed a far higher proportion
of the work force in the base year than in any other country. By the end of
the period this proportion has shrunk to be more in line with the

gituation in other Member States.

In the Member States which had a high participation rate for women in the
60-54 age group in the base year there is generally a fall in female
employment over the period (Denmark, the United Kingdom and France). On
the other hand in countries where the activity rate was very low in the
base year, the effect of generally rising female activity raées leads to
a rise in the numbers {the Netherlands, Italy and Belgium). Overall the
figures presented here for both females and males in this age group

point to the gradual elimination of the group from the labour market.

iii) Female activity rates and the convergence of social attitudes

Historically married female activity rates in Britain and Denmark
have been considerably higher than in other Member States. This is in
part explained by greater provision of part-time employment and associated
with this a greater willingness of married women to return to work after
completing their families. In some countries such as the Netherlands and
Ireland, these activity rates have been extremely low, since participation

in the labour market generally ceased after marriage.

For countries other than the United Xingdom arnd Denmark attainment of
high activity rates among married women reqﬁires two major changes in
social attitudes: a more flexible attitude of the employer and more social
acceptability of the idea of married women working It is evident that in

many Member States these changes are already taking place.

Increased female employment also has a multiplisr effect. As more women
go out to work so more women are needed to look afiter children and to
help with house-work. The size of the multiplier effeoct will obviously
vary considerably depending on the general level of income and the state

provision of services, amongst other things.
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TABLE 3.9 i
Female Employment
i) Level and changes S'OOO)

1975 1980/75 1985/80 1990/85  1995/90 1995
. Al 4182 457 148 342 381 5510
Germany B| 2535 274 284 196 225 3814
Pranc al 3764 | 441 377 429 sl 5062
rance B! 2070 390 16 16 417 2969
Al 2401 539 446 534 342 4262
Traly B| 1180 258 90 253 497 2278
Al 440 219 265 224 108 1256
Netherlands B| 191 30 28 111 223 583
. A 617- 94 83 92 21 907
Belgium B| 255 48 22 62 102 488
‘ 28
Luxembourg % 1$ % g g i 9
. Al 3988 554 533 504 162 5741
United Kingdom Bl 3195 101 132 o4 317 3505
Al 91 28 43 47 36 245
freland B| 53 9 19 30 36 147
Al 437 50 26 10 -8 515
Denmark B| 234 - 25 11 29 46 345
EEG A [15936 2387 1925 2185 1094 23526
B| 9721 1133 338 1081 1864 14138

A - women aged 25-44
B - women aged 45-59
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TABLE 3.10

Female Employment

ii) Aetivity rate component of change

1995/75 | 1980/75  1985/80  1990/85  1995/90
3 A 902 356 242 191 113
ermany B | 1089 187 205 399 298
A 375 178 : 76 73 48
France B | 610 124 120 206 169
A 1556 537 423 360 236
Ttaly B | 986 167 87 282 450
, A 671 186 214 171 100
Netherlands B 307 o4 29 97 157
o A 157 68 35 35 19
Belgium B 298 29 a4 74 81
Luxembourg ‘?‘3 }i '(4) g i i
United Kingdom % 232 %32 ggé 12% 62
A 73 18 22 20 13
Ireland B 83 10 20 28 25
N A 34 26 7 2 1
Denmark A 1 32 17 8 4
— AN 1771 1304 1005 - 596
3 | 622 T43 578 1112 1189

A - women aged 25-44

B -~ women aged 45-59
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Table 3.9 shows the changes in the female labour force over the period

1975-1995 accompanied by the size of the activity rate component of the

change. The rates of growth are extremely high in those countries where

the traditional activity rate level for married females is very low in

the bgse period: the Netherlands, Ireland and Italy especially.

The Qéry rapid increases over the ﬁast ten years in the activity rates

of the younger female age groups in these countries gives some indi-

cation of the potential which might become available over the forecasting /
period. In spite of the high rate of growth, the process of change is

not completgd during the period under consideration and the level of

saturation is not reached until well after the year 2000.

Even in those countries with a traditionally high rate of female activity

such as the United Kingdom, Denmark and France, there is still seen to

be scope for considerable increases in the female labour force. According

to these forecasts the United Kingdom female labour force between the :
ages of 25 and 59 will be 28% higher in 1995 than in 1975. g

As about two thirds of the total increase revealed in table 3.4 is

composed of the activity rate component, the forecast presupposes consi-
derable changes in the structure of the labour market and in some Member
States changes in social organisation, as mentioned above. It is certain
that a part of this increased demand for work by women will be a demand

for part-time employment, which would require greater flexibility to be

ghown by employers and sooial security systems.



v

7. The Medium-Term Forecast 1975 ~ 1985.

It must be emphasized once again that the projections of this
report are projections of the potential Labour supply = the amount of Labour
that would be available given a constant high pressure of demand. It is clear that
the economic growth achieved in 1976~77 together with the forecast growth up to
1985 will probably be lower than that necessary to accomodate both the stock
of unemployed and the increase in the potential labour supply. The effect of
lower growth will be felt partly in higher unemployment and partly in lower
activity rates than the potential rates forecast. This is equivalent to saying
that some people who would like to work will not find jobs and will withdraw
from the Labour force (or not enter it) rather than registeriné as unemp loyed. ,
1f one is 4nterested in under—employment rather than ‘registered unemployment
however, the potential activity rates of this report should be used, irrespec=

tive of the growth rate actually achieved.

Most of the adjustment from potential to actual activity rates
will be borne by female rates. There is already evidence that female activity
rates amongst the age group 20 = 34 have been increasing partly as a result
of reductions in fertility rates observed over the last decade. The presence
of these women in the Labour market, who would have previously withd;gﬁn from it
to bring up families, absorbs a higher proportion of available female jobs and
thus makes it more difficult for older women to return to work. The prospect in
the medium-term is that demand for labour witl rise retatively slowly and to the
extent that excess supply of Labour is met by Lower~LevéLs of recruitments,
there will be increased unemployment among young people and concealed

unemp loyment among women.
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The main cause of this is demographic change rather than activity rate
change. In fact, the short-term impact on activity rates is likely to

help to reduce apparent unemployment. Most of the expected increases in
activity rates are among females, whose response to labour market conditions
is the more elastic. It is quite likely that some of the expected trend
increases will be postponed with the continuing high Levels of unempleyment
a3 women are less willing and able to spend time on job search, employers
Lzss willing to accomodate the desire for restricted hours of work and
nember governments offering incentives to aid the employment (or reduce

redundancy) of primary workers and school Lleavers.

An addtional factor operating to reduce the actuél increase in supply
of female labour is likely to be the reductions in the rate of expansion
in the public sector, particularly in health and education. Both of these
services are female intensive in their employment, and particularly so at

the margin.

Perhaps the most significant problem however is the nature of future
changes in social security systems. If there was a general irend towards
flat rate contributions, this would militate against the employment of womeﬁ,
full-time as well as pari~time. In the United Kingdom recent changes have been

directed towards earnings-related contributions thus favouring marginal
ermployment.
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i) Two scenarios of medium-term labour demand

In spite of the emphasis on the potential labour supply, an
indication should be given of the possible medium~term labour demand.
In the very superficial and summary analysis which follows, two macro-economic
growth hypothesis for the period 1976 - 1985 are made, one of 3 % annual
average growth and one of 4.6 /%. The analysis has been done at the level
of five sectors taking into account possible sectoral shifts in value added

osver this period.

a) Growth rate of Gross Value Added :

The first step is to make assumptions about the overall growbth
rate for the six member states for which data is readily available.(7)

The following annual average rates for.19?6 ~ 85 were chosen

Table 3.11. Annual average growth rate of value added
1976 -~ 1985
A -

o, *

% 1960~73 low growth high growth
Germany (A 3.3 4.7
France 5.7 . 3.5 : 4,9
Italy 5.3 \ 2.8 5.1
Nether lands 5.1 , 2.5 4.5

Belgium 4,7 #% 3.0 4.9

United Kingdom 2.6 xR 2.0 3.5
EEC

{

* 1970 prices
** 1965-1974

*** gross value added at factor cost

(1) The ppincipal source for data on productivity, employment and value
added usedhere is : "Sectoral change in the European Economies from 1960
to the recession'. Report of the Commission of the European Communities,
Brussels, January 1978.
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This macro—economic growth rate was then "shared out' between

industries approximately according to the following assumptions.

a) Agriculture will go on declining at a similar rate to that

of the recent past and this rate will be invariant between both growth
gcenarios.

b) The construction industry will grow less fast than in the past

for a number of reasons. Demographic change means that there will be Little
need for continued school building, while hospital capacity is also often
adequate. Owing to restrictions on public finance, road construction and:
public housing will not grow as in the past. However the need to rejuvenate
whole quarters of our cities should not be a negligible demand on the
construction industry over the coming decade, so future growth prospects should
not perhaps be assumed to be as bad as sometimes suggested. The construction
industry is obviously dependent on the overall growth rate of the economy

and consequently two different assumptions have been chosen.

c) Non-market services are made up essentially of central and local

government services, and in this area output and productivify are largely
determined by convention. As there were no available forecasts for government
consumption at the time of writing, there was Llittle data on which to base
assumptions. It was assumed that employment would rise somewhat more slowly
up to 1985 than over the period 1960 - 1973. While it was further assumed
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that under the slow growth hypothesis, growth of employment in non-market
services would be slower than under the fast growth hypothesis, under slow

growth'its share of employment in total employment is higher than under fast-

growth.

d) Manufacturing industry and energy : slow growth was considered

to mean a marked shift from industry to market services, whereas faster growth,
fuelled by expanding {ndustry, would lead to a higher share of value added

being accounted for by manufacturing in 1985 than 1976. In the slow growth
hypothesis, a rate of growth of value added well below the trend and the assumed
macro-economic growth rate was assumed. For faster growth, a rate somewhat
above that of the economy as a whole and only slightly below trend was assumed

(above trend for Germany and the U.K.).

e) Market services over the period 1960 - 1973 grew almost as fast

as manufacturing (and in the U.K. faster), and over the period 1970 - 1976 in
all countries grew far faster than manufacturing. While the relative trend was
used as a guide, it was assumed that market services would expanded relatively
faster than other industries in slow growth and at about the same rate in fast
growth. The two sectors, market services and manufacturing industry are
obviously closely linked and their growth rates are not independent of each
other.
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b) Growth rate of productivity :

" It was assumed that under slow growth, the apparent productivity of

labour would fall considefably below trend but not to the same extenti as

value added. Under fast growth it is assumed that productivity will in-

crease to slightly below trend, reflecting the slightly lower than trend

growth rates of value added and perhaps some reductions in hours worked.

In agriculture productivity is assumed to be unrelated to growth and to

decline at the trend rate, while as mentioned earlier, in non-market

services productivity is a conventional measure.

Table 3.14

Average annual growth rate of labour productivity

1960-1973

Agriculture| Manufacturing| Construction Mkt.Services| Non-Mkt.Services jTotal
D 643 4.6 3.9 3.4 1.8 Ae2
F 643 6.0 4.9 3.0 0.9 449
I 6.9 55 2.9 4.4 C— 52
NL 6e2 Ts5 33 242 3.4 4.3
B 5¢3 6.2 2.8 244 3.1 4.2
UK 6.9 3.1 2.2 1.6 - 2.2
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o) Employment

Employmen

Again in agrioculture employment declines more or 1

trend and is indifferent to the growth rate of the general economy.

ess as the long-run

+ is deduced from the growth rates of value added and productivitye.

In the slow growth case employment in manufacturing declines very ranidly

and construction also shows major losses (apart from in Italy and Belgium). On
the other hand services show gains in mos$ countries.

moderate gains in manufacturing but very fast growth in services.

Table 3 . 16

Annual Growth of Employment 1960 - 73

In fast growth there are

Agriculture  Manuf. Constr. Mkt.Services  Non Mkt. Potal
Germany - 4,6 0,3 0,3 0,9 2,5 0
France - 3,9 0,6 1,8 2,9 2,1 0,9
Ttaly - 5,3 1,3 - 0,1 1,2 2,8 - 0,4
Netherlands | = 3,1 0,9 1,4 2,4 1,2 0,9
Belgium -5,8 - 0,7 1,2 1,1 2,4 0,7
U.X. 3,6 0,1 - 0,7 1,4 1,6 0,2
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The result of this small exercise is that under slow growth (3%) employment
in the six countries as a whole would remain more or less constant between

1976 and 1985, while under fast growth (4,6%) it could rise by around 0,8%

per annum.

The medium-term labour supply

The growth in the labour supply discussed in the earlier part of this chapter
should be corrected, as suggested previously, for part-time working, in as
far as this will be more generalized than in the past. The trend decline in

nours worked is already taken account of in the productivity assumptions.

Table }.19
Growth of the potential labour supply in the Community

1976-1985
Potential labour Reduction for part— Net increase
supply growth time working
lales 0,45 % - 0,45 %
Females 1,8 % - 0,45 % 1,35 %
Total 0,9 % - 0,15 % 0,75 %

Of course the net increase in the labour force could be further reduced by
supposing that over this period the decline in hours worked would be faster

than the trend (i.e. more than approximately 1%/year). ‘

Table 3.20 Potential labour supply and scenarios of demand in the Community

1976-85
7 orowth 1976-85 / year
Potential labour supply 0,75 %
Reduction of existing unemployment 0,25 %
to 2% ¢4 of labour force in 1985
Total growth of labour supply 1,00 %

Employment growth under
a) slow growth (3 % ‘ 0
b) fast growth (4,6 %) | | 0,8 %



User
Rectangle


- 83 -

The fast growth scenario therefore points to only a slow reduction of
unemployment if the whole of the potential labour supply increase is

realised. The slow growth scenario on the other hand leads to a very

rapid rige in underemployment.

Tt is impossible to quantify the actual amount of registered unemployment
which each growth scenario would produce in 1985. It is certain that

under slow growth activity rates would rise considerably more slowly than
predicted and hours worked would fall more quickly. The level of unemploy-
sent would rise though not necessarily very fast. On the other hand, the
full working capacity of the population would be far from being fully

utilized.

The above example is only intended to give an idea . of the possible
employment effects of two separate growth paths. The reality will certainly
be very different. The numbers used in no way congtitute a forecast. The

results should not be considered to have any relevance outside of this

Stu.dyo
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8. The long—-term prospect (1985-1995)

In the long term, the structure of the labour market may well change to
accomo’ate basic new social demands. If in the long-term demand does not e
rise sufficiently to use labour potential in the existing labour market .
structure, it is probable that the adjustment will be made in the

apparent productivity of the labour force {(nét in productivity per man

hour.). This means concretely a reduction in the average hours worked per.

head of the working population. This would be achieved not only by a

‘general shortening of the working week, but also a great increase in the

flexibility of female employment, with more part-time and half-time

working. During the present employment crisis one important change over

previous depressions has been obvious - female labour is today far less

marginal than it was previously. This is evidenced by the very high level

of female unemployment and the fact that female activity rates have not

in general fallen as unemployment has risen.

The relative employment prospects depend to some extent on the composition
of the growth of demand. If the growth sectors of the economy are mainly
in the services and the relative decline of industry continues, one would
expect a higher proportion of the jobs created to be female jobsband a
higher number of the jobs lost to be male jobs. Against this however there
may well be a change of attitude in the 1ong term to what is women's work
and men's work. Non-discrimination laws are already in effect in many ' §¥ 
countries and there are signs that attitudes are changing. In this case -

it is difficult to predict the implications of & shift in the composition

of demand.

In the long term there will be a distinct slowing of the rate of increase
of the labour force at the Community level. This will affect the male labour
force more than the female, but the statement is true for both. After

1995 the labour force should even decline slightly, given that the process
of change in female activity rates will almost have reached saturation
“level énd that there will be little demographic increase. In some Member
States there will even be a marked fall in the domestic labour supply at
the end of the forecast period (Germany and Luxembourg). Seen from the
present situation of high unemployment, it would appear unlikely that this
slowing of the rate of growth will constrain the rate of growth of the
economy, but rather that it will be a fortunate lesmsening of pressure from

the labour supply side. In the long run however it is not clear that this
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will be necessarily the case. The rate of growth of the labour supply in
Germyy in the twenty years 1950-1970 wae higher than it is likely to he
over the next twenty and full-employment prevailed. It is conceivable,
though the conditions for growth today seem infinitely more difficult
than during the previous period, that the available labour supply can be
employed. Alternatively it may be that reductions in hours worked will
prove substantial and irreversible, in which case again for the long run

there could be a situation of labour shortage.
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CHAPTER

Migration and the labour market in the FKuropean Community

I. Introduction

Population trends in the Community countries have in the past been determined
not only by natural demographic movements but also, in some cases to a very
considerable extent, bty international migration. Tmmigration from countries
outside the Community has been a much more important factor in this process

than migration between member countries,

The original Community recorded net immigration of about 4.6 million people

in the period from 1963 to 1973, accounting for almost a third of the total
increase in its resident population. Most immigrants wére wage and sslary
earners, though gainfully employable persons tended to decline as a proportion

of total immigration.

Tmmigration brought about not only a considerable increase in the resident
population and labour potential, but also led to significant changes in the
population structure according to sex and age. This and the increasing tendency B
to bring families into ‘the host country and to stay there for longer periods '
also meant that the growing immigrant population had a gradual but marked
influence on natural demographic movements with additional effects as to
levels and structure. The demographic effects of net immigration into the
original Community were consequently much greater than the actual figures

showe.

With enlargement of the Community to nine member countries, total net immigratloﬂg_

declined, though the decrease was rather modest,

In the early seventies, it was still generally expected, both in ti.- rﬁceivinéiiik 
countries within the Community and in the source countries outside the o
Community, that while migration would diminish somewhat in the medium and g 3gi
longer term, the basic tendencies would continue., This view is reflected in . e
official forecasts made at the time.l)

1) See for example QOECD, Demographic Trends 1970-198% in OECD Member Courtries
Paris 1974. ’
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The development of the world recession caused the main receiving countries

to halt the recruitment of foreign labour abruptly between the end of 1973

and mid-1974. While this did not bring about a complete halt in migration
flows, not even immigration from non-Community countries into member countries,
it did, however, mark a radical turning point in the volume and structure of

migreation,

Despite the many uncertainties attaching to migration forecasts, a return to
the patterns of the 1960's and early 1970's can be ruled out, at least in
the medium term. Realistically, it must be supposed that the next ten years
will be marked by highly restrictive immigration policies. Whether labour
nmarkets will subsequently be opened up again is a question-about which we

can only speculate at present.

At all events, demographic trends will for the foreseeable future be affected
not only by marked changes in natural components ~ the most important of

wnich are the structural effects of distortions in population pyramids, caused
{directly and indirectly) by the two world wars, and the drastic decline in
birth rates since the mid-1960's - but also by equally marked changes in the

componerits of migration.

The overall development of migration in the Buropean Community is the result

of {lows of totally different types in the various Member States. Germany and
France, which account for the bulk of the EC net immigration, have relatively
large annual turnovers of immigrant workers and therefore important variations

in numbers in either direction can occur over short periods. In Britain,

which has in the recent past experienced net emigration, the migrant flows in
both directions are of a more permanent nature. The two main labour exporting
countries in the past, Italy and Ireland, differed in that while Italian /
workers were employed in several member and non-member states, Irish emigration

was very largely concentrated on the United Kingdom.

All in all, we are faced with a highly complex subject, theoretical analysis
of which has not yet progressed very far. In addition, statistical docu-
mentation of migration processes is far from complete, often rather imprecise
and in some cases varies in concept from country to country. These problems
cannot be gone into individually here., However, it should be stressed that the
available data provide only an approximate picture and are of limited compa—
ribility, particularly in international terms, and that they must therefore be
interpreted with cautions.
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Tetal migration up to 1973

Table 1 shows net wigration in the Community countiries and some of tho maror
(1
B *

non~Community source countries during the peak period of migration

Within the Community of Six, all the countries except Italy experiencad not

immigration. Column 4 shows the extent of net immigration as a component of

the sroase in population. Luxembourg is highest with 0.53% annually,

fallowed by Germany (0.52%) and France (0.28%); lowsst ars Belgium (0.17/0

and the Netherlande (0.12%). The share in total population growth was over

two-thirds in Germany, about one-third in France and Belgium, and jusht under

a tenth in the Netherlands.

oo

{1) There were to some extent substantial migration flows even before 1363,
Trhe choice of 1363 as the base year seems appropriate so as to exciude
the inflow of refugees from the DIR into the Federal Republic of

Germany and repatriation from North Africa to France (1962).
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fable d.1

Tetal migration balance and population changes due to migration 1) 1963-13

COUNTRY NET MIGRATION POPULATION CHANGES TUZE
TO MIGRATION
1963 - 73 - annual average -~
Tooo <) |
dnca T ’ - !‘
170 precipient States ,
Seleium 197 347 0,17
LET 3 38a 63,8 ' 0,52
1 531 28,8 10,8
2% 0,4 0,63
137 2,6 0,12
33 016 0,06
Total 5 307 loo,0 . 6,35
" Source States fop migrants
Thaly - 638 46,6 - 0,11
Ireland - 111 8,1 - 0,33
imited Kingdom - 621 45,3 - 0,10
Patal N - 1370 loa,0 - 0,12
6 4636 . ' . © 0,25
Ho , 3937 . | 0,15
Uon--THC Sources of Miprants
Toain ‘ - 63322 . - 0,18
'i;}i“*;.i;(;&;‘ - - D - - 0.7
':‘L ":t,ug;d.l 3) ' -1122 . - 1:'52
Maricey 4) - 703 . - 0,21

nirees Calculated from OECD, Labour force statistics and Statistical Yearbook
N of the Federal Republic of Germany - Internationale lbersichten.

; ¢xcluding excess of births over deaths in the migrant population.
}{ annual‘average net migration, in relation to the average resident population.
41 excluding 1970.

.V zross emigration,



During the period, net immigration decreased slightly in France and {up to 1970)

markedly in Belgium, while in Germany especially, though also in the Metherlands,
it increased strongly (up to 1971)e In all the countries, there was in 1367 a

more or less marked decline due to the recesginne

1f one looks at the process not from the viewpoint of its influence on rational
population trends, but of the distridbution of mnet immigration on the recipient
countries (column 3 of table 1), it can be seen that about 93% is concentrated
on GCermany (64%) and France (29%). Thus, in overall quantitative terms, the
‘immigration policies of these two countries are crucial to migratory relation-

ships with the source countries lying outside the Community.

Ttaly's net emigration too was concentrated on these two recipient countries,
though to a lesser degree. I+ should be pointed out, however, that enigration
from Italy declined drastically after the mid-1960's. 4s from 1972, Ttaly

had indeed net immigration.

Of the new Member States, Denmark can be left aside from the point of view of

immigration.

Ireland has traditionally been a country of emigration, which has played a
significant role in its national demographic developument. However, the volume
of emigration from Ireland is hardly significant within the overall framework
of migration in the Community. It is also atypical in its concenitration on

ons specific recipient country (though the USA was formerly a large scale recipient
The United Kingdom is also a special case,

Despite all the weaknesses and peculiarities of British'migration statistics,
a number of important features are evident., The United Kingdom remains an
immigration country for aliens, but is at the same time an emigration country
for nationals. Between 1364 and 1973, almost half a million non-British
immigrated into the United Kingdom (1). At the same time, British emigration
was about 850,000, so that there was an annual average net emigration of
about 40,000 persons (2). legislative restrictions vroduced a marked fall in
immigration after 1967; simultaneously, however, there was a drop in emigration
by British nationals, so that the total net amount scarcely changed. Besides
this juxtaposition of opposite migratory movements, a further feature of the
United Kingdom is an usually high rate of fluctuations in migration patterns.
This is true not only of aliens, but alse of Briti.. - .tionals. Thess and
other characteristics of UK migration patterns mark them off from the pattern

in continental Community countries.
(1) Just under half from Commonwealth countriesn.

A} T .
(2) These figures are taken from the International Passenger Survey. They include
only persons of 15 years of age and over and in other yespects too are not
wholly consistent with the figures in Table 1.
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T, assessing the consequences the halt in immigration has had on the tradi-
tional source countries outside the Community, an important question is the
extent to which emigration has provided them with a means of relieving pressure
of thoir labour markets. The lower part of Table 4.1 gives figures for four of

+he major source countries (1).

The nam of Portugal is particularly spectacular. As an annual average, net
emigration was l.3% of the resident population; it thus exceeded the natural
aopulztion increase (which was itself fairly high compared with other countries),
3o that the resident population as a whole was declining. Because of the
disproportionately large share of gainfully employable persons emigrating,

+ue labour potential available in the country declined even more markedly.

in addition, emigration tended to increase during the period.

1n Greece, emigration was 0.35% of the resident population as an annual average,
which was equivalent to almost half the natural increase. The trend of the

et emigration flow remained roughly constant.

In Spain, annual average net emigration was 0.18% of the resident population.
This was equal to about one sixth of the natural incrase. Here too there were

no sigmification variations in trend.

in the case of Turkey, the effect of emigration has perhaps sometimes been
overestimated. The absolute figures were substantial, but in relation to the
total population (~0.21% per annum) and in particular to natural population
growth (just under one tenth) they were fairly modest. However, net emigration

increased markedly over the period.

In all cases it must be borne in mind that the rélative effects on the labour
potential were greater than the effects on the total resident population.
tonsiderable difficulties were posed by the fact that the change of policies
in the recipient countries came abruptly without much warning. The emigration
countries, which had expected a continuation of the existing situation, were
confronted more or less overnight with a completely different set of condi-
tions and did not have any opportunity to introduce measures to offset the
changes domestically. The effects have probably not yet been overcome. Most

of the source countries are pressing for speedy re~liberalization. Only Greece

no longer regards itself officially as a labour-exporting country.

{1) Three of these countries have applied to join the Community, and the
fourth (Turkey) is seeking as broad an agreement as possible with the
Community regarding freedom of movement.
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TIT. Trend of the number of foreign workers in the Community countries up o 1973

The main cause of the migration boom was substantial excess demand on labour
markets in the mid-European Community countries. For a long time, immigration
consisted mainly of gainfully employable persons without their families. In
Germany, for example, gainfully employable persons accounted for 80% of immi-
grants in 1965 and still 76% in 1970.It was only subsequently that a sigmificant
change began to take place (1973: about 58%)m The change in trend is also very
clearly reflected in the proportion of women in net immigration (1965: 334,

1970: 34%, 1972t 42%).

Foreign gainfully employable persons and especially foreign employed wage and
salary earners are thus overrepresented measured in terms of the total propor-
tion of foreigners in the resident population of the recipient countries.
Table 2 shows the trend of the ratio of foreigners in Germany and France since
1963+ The figures show that the immigration of foreigners began earlier in
France than in Germany, but that, as indicated previously, it proceeded 2t a
slower rate. In 1973, the two countries had practically the same ratios of
foreign gainfully employable persons and foreign wage and salary

earners {about il%). The proportion of foreigners in the total resideni
population was, however, significantly higher in France - that is to say,
persons not gainfully active,particularly dependents, immigrated into France
at an earlier stage and on a 1arger gscale. The trend towards the bhringing

of families into the host country is particularly evident after 1973 in both
countries: while the proportion of foreigners in the labour force was declining :
congiderably, the proportion of foreigners in the resident population conti-
nued to rise (slightly) (1). An additional factor here was of course the
relatively high birth rate of foreigners.

(1) The most recent data for France (OECD, SOPEMI Report 1976 and Draft
Report 1977) show that the proportion of foreigners in the resident
population had already exceeded their proportion in the labour force
at the beginning of 1976. However, the latest SOPEMI statistics do

not appear to be wholly consistent in themselves and with the
statistios for earlier years.
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TABLE 4.2

The share of foreigners in the total population of Germany and France, 1963-1976

%' Percentage of foreigners in the
i COUNTRY : . . . v
i resident " labour force wage -and
YEAR " population : palary earners
. GTRMANY 1)
1663 2,0 g,g : g,g
1969 - 533
19735y 6.1 9,2 Sl
1976 6,2 8,2 9,1
rrangn ) '
1963 7,8 . 7¢3
1969 5,2 . 9,6
19740 C 743 9,0 11,2
1762 747 7,3 |

Source: Mitteilungen aus der Arbeitsmarket und Berufsforschung 1/1977
Sachverstindigenrat - Jahresgutachten 1976/77
CECD Labour force statistics

OECD SOPEMI Report 1976 and draft report 1977
Beitrdge gur Arbeits- und Berufsforschung Nr. 11

1) mean annual data
2) provisional

2) 1st January.
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As shown in Table 4.3 (1), there were in 1973 about 6.5 million employed
foreign wage and salary earners in the nine member countries of the Communitye.
This corresponds to an average proportion of foreigners of 7.8%. If one
excludes Luxembourg, the highest figures are in Germany and France, each

with about 119 (as stated above), and the United Kingdom with T+4% (column 3).
fhege three countries accounted for the overwhelming majority (about 937,

of foreign workers (column 4).

Despite the freedom of movement for labour within the Community, on average
only every fourth foreign worker originated from another Community countrye.
Leaving aside the exceptional case of Luxembourg, the proportion of foreigners
from Community countries as a percentage of employed persons ranged from

0.2% (Italy and Ireland) to 3.9% (Belgium (2)). Above the average of 2.1%

wore the United Kingdom (2.8% (3)) and Germany (2.6% (4)). Next came France
(1.8% (5)) and the Netherlands (1.4%).

It should be noted that from the mid-1960's the ratio.of Community imnigrants

in the number of persons employed in the Community of Six showed only a

fairly slight increase. In Germany, it rose from 2.1% to 2.6%, in Italy

from 0.1% to 0.2%, and in the Netherlands from 0.7% to 1l.4%. By contrast,

it fell in Belgium from 4.3% to 3.9%. In France, the level remained constant,
though it was substantially lower than the levels recorded at the end of 1950's.

(1) The figures for Germany and'France differ slightly from Table 2.
(2) Mainly Italians.

(3) Predominantly Irish.

{4) Mainly Ttalianse

{5) Mainly Italians.
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Yae mazsive increase in foreign workers thus came mainly from non-Communiiy

N S arary Y e e 5
csuntries. Table 4 shows the absolute and percentage change in foreign employweit

tween 1965 and 1973, broken down according to Community and non-Lomnuniiy

7 il )

i s

.,

forvnase in employment of foreign workers in the Community of Six, 1965-7"

TOTAL from EC~countries from non-EC countrics g
o s
63
000 % '000 A 1000

@ | ) ) | () & |

e (+ o) | +» 24 0 <] e (+ 40) (+ &ao ‘

Creey |+ 1355| #116 [+ 121 |+ 27 + 1234 +174 ~
(+900) {{(+ %0) [+ 28 14 (+862) (+315)

ey + 27 1+ 95 |+ 14 +175 + 13 + €5
coomnours |+ 15 + 54 + 5 + 21 + lo +250
Liarlanda o 59 + 95 + 28 +122 + 31 + 75

(2396) | (99) [+ 206 |+ 23 | (+2190) | (+135)

wrce: Caleulated from EC document V/264/76-E (draft) page 5
{in brackets: own estinates).

iils the total number of foreign workers doubled, immigrant workers ‘rom

“rusanity countries increased by an average of only 23% compared with ahout

L3%% for workers from non—Community countries. The greatest discrepancicu

roepting Luxembourg) were in Germany and France.

fne origin of immigrant workers varies widely between individual host counisi.s

i the Community. In Germany some T1% come from four countrieg - Turkey (Z?ﬂ}p

~. the case of the United Kingdom, none of these source countries plegrs 2 najor

vules Tne main sources are Commonwealth countries (384) and Ireland (27y.
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Table 5 gives a more detailed survey, including the other Community

countries (1).

Since the early 1960's, there have been considerable changes in the source
structure of immigrants. Especially noteworthy are the general decline in
the proportion of Italians and the marked increase in Turks in Germany and

Portuguese in France.

(1) The figures relate to 1975, 80 as to maintain statistical consistency
with Tables 3 and 4. Source structures changed only slightly between
1973 and 1975.
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Within the recipient countries, foreign workers are heavily concentrated in
the industrial conurbations. In addition, particularly in France and Belgium,'
the various nationalities tend to concentrate in different areas, a pheno-
menon which is largely due to various geographical, socio-culiural and
linguistic differences and to self-perpetuating trends (for whatever reason

they may have arisen).

From a sectoral point of view, there are also a number of concentration
patterns. Foreign workers tend to find employment in individual industries
in the manufacturing sector, in building and construction and in certain

areas of the services sector, e.g. hotels and restaurants.

These are jobs not held in high regard by nationals and/or jobs in unpopular
industries, mainly manual jobs requiring few qualifications in unattractive

conditions and with relatively low rates of pay etc.

All these structural aspects of the question of foreign workers have played
a key role in recent discussions on immigration policy. There follows an

outline of the quantitative effects of the ban on immigration.
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IV. Migration, total numbers of foreism workers and foreign employment since 1974 '

Information on total migration within the Community countries since 1973

is incomplete and also inconsistent intermationally and, in some cases,
between periods. The OECD draws the following conclusion from the available
data: "In one way or another the measures suspending recruitment of foreign
workers have quite suddenly dried up the migratory flows that had become
customary since the early sixties. More precisely, they have stabilized

such flows at a very low level in comparison with the pre-1974 period".(l)

Table 6 shows the trend in Germany. The total migration balance, which
showed a surplus of almost 400.000 before the halt on recruitment, showed
a slight minus balance in 1974 and a deficit of about 200 000 in 1975,
with this level apparently continuing in 1976.

This change is predominantly due to the decline in the influx of persons
seeking employment: in 1975, there were still about 200.000 new arrivals

of such persons, but this was 70% lower than the figure

for 1973. By contrast, departures of gainfully employed persons did not
increass, but remained the same as the average of the previous ten years (2).
Because of the decline in the volume of new arrivals, there was a negative
balance of migration of gainfully employed persons of about 130.000 in

1974 and 180.000 in 1975.

Influxes of persons not gainfully active only began to decline in 1975
and then to a considerably smaller extent. Depariures among this group
began to increase steadily long before the recession. This continued
after 1973 at an unchanged rate. Thus, in 1975 there was also slight

net emigration of persons not gainfully activa.

(1) OECD, SOPEMI, Draft Report for 1977, page 3.

(2) In the 1966/67 recession, departures of gainfully employed persons
had increased substantially, but this was offset again in the
following two years by below-average emigrations. On the whole,
this migration component shows only fairly slight fluctuations
around a congtant trend.
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The foreign resident populstion, which up to and including 1974 had still

been increasing, has since decreassd, though bacause of the excess of

hipths over deaths this decline has not been as sreat as the net emigration.

mhe nmumber of foreign gainiuily employable persons has declined more

sharply, tut mainly because of ihe growing numbeyr of young foreigners

ihis decrease too has been less marked

coming on to the labour mar:

than the net emigration.

Tn contrast to Germany, rob il the migration flows in France are covered
hosiz. Only immigration dis regularly
by permanently golvfully employed — persons (2)

the halt on the recruitment of foreign

on a continuous atatist

covered (1), with a brea

and dependonts, Table T che
workers introduced in mid-1774 began to produce sffects in that year and
that its effects were even wore evidewt in 1975. The bvasic itrend is

iarmely the same as in Gormewir, with a decline of about 80% from 1973 to

sion at a low level.

1275 and subsequently gta

rees

The number of immigrant depsudents has since 1979 been considerably higher

kingz employment, although it %too shows

than the number of permouna
& downward trend. All in all, immigration now amcunts to only 80 - 90.000

af 200,000 in previous years. Using the
by the OECD up to 1974, it is possible

a year, compared with an av

total migration balance puviiah

bly more inaccurate than the figures for
se of unorgaulzed and uncontrolled

IR

{1) These figures too are
Germany because of some de

immigration and occasional “regularisations®.

onostatistics also exist, are left out of

P
[ie]
S

Seasonal workers, [or whi
account here.
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to calculate emigration up to that year (1) (columns 6 and 5). If one assumes
that emigration continued on a similar scale in 1975 .and 1976, these two

years would show only minimal net immigration.

In ?rance, mainly because of the excess of births over deaths, the foreign
resident population has continued to rise significantly. Since 1973, the

number of foreign gainfully employed  persons has been constant.

In contrast to Germany and France, the world recession was not reflected

in immigration flows into the United Kingdom , reflecting the socio-political
nature of these flows into the U.X.

Table 4.8 Total migration flows to and from the United Kingdom
1973~1976 (in thousands)

Year Arrivals Departures . ‘Balance
() (2) (3) | (4) |
187z 195 o246 -5
197 184 269 -85
1975 107 238 -5
1976 180 2lo =30

Source: OECD, SOPENMI Reports, 1976 and 1977 (draft)

(1) It is not possible to check whether the series on immigration and
migration balances for France are wholly consistent. For Germany,
there are no inconsistencies between the OECD figures and national
statigtics,.
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Departures have decreased somewhat, so that the net migration deficit has
tended to decline. The trends are very similar for most of the countries

with which the UK has close migratory links (1).

The trend since the recession confirms the assessment made above
that the cause and mechanisms of migration processes from and to the UK are
fundamentally different from those in the continental Community countries

(including Belgium and the Netherlands).

Between 1973 and 1975, the number of foreign workers employed in the Community
countries fell by about half a million. This was equivalent to a decrease of

about 8%.

As Table 4.9 showsit was by no means only workers from non-Community countries

who were affected; indeed, the number of foreign workers from Community countries
fell more sharply than those from outside the Commmity (-10% as against -7%).With
a decrease of 18%, Ttalians came second only just behind Jugoslaws (-19%),
followed by Greeks (-17%) and Spaniards (-12%). However, changes in the origin

structure of employed foreigner workers remained on the whole small.

It is estimated that in France, the Netherlands and the UK the number of
employed foreign workers has stayed constant. Nearly all the decrease is
accounted for by the Federal Republic of Germany, where the decline is
equivalent to about a fifth of the total number in 1973.

(1) OECD, SOPEMI, Draft Report for 1977, pp % et seq.



Table 4.2

~{ 0~

Wage and salary earners in the EEC by country of origin, 1973 and 1975

1)

Change
"Country of origin 1973 1975 1973~75
'000 % 000 % %
0 3
1) @ | o @) | () &
EEC total 1792 27 1605 26 -lc
of which ‘
Ttaly £50 13 705 12 -18
Ireland L 54 7 455 7 o
Non-FITC total L8455 7% 4492 74 - 7
of which
Spain 557 5 474 8 -2
reoce IpRes 5 260 4 -1
Portugal 583 9 574 9 -2
Turkey 5,2 10 olo lo -
Jugoslavia Co? © 490, 8 -1
Algeria 4l 7 {5 7 O 5y
Marocco 173 % 191 3 . T
Tunisia €5 1 83 1 - 2
Other
non-EEC countries | 1417 21 1355 22 -
oo ? N L
TOTAL cezy loc 6096 loo - B
- L

1) Source: calculated from EEC-Commission document V/264/76-—E (d.ra.ft), ppe Tf
(see notes in that dooument)

2) increase probably due to regularisation of illegal 1mm1gx~a.tion in Belgium.
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However, the far-reaching changes emerge much more clearly if, instead
of changes in total numbers, one looks at changes in the number of
arrivals of foreign workers. Table 10 shows that the gross influx into
the nine Community countries declined from 668 000 persons in 1973, to
266 000 in 1974 and 158 000 in 1975, i.e. to less than a quarter inside
" 4wo years. For foreigners from Community countries, there was a fall

of some 60% (1), and for foreigners from non-Community countries a fall
of more than 80%. The decrease was almost entirely concentrated‘on
Germany and France (together about 97%)« In these two countries, the
fall was about the same in percentage terms - in contrast to the trend
of the total number of employed foreign workers. This difference (in

go far as it is not based on inconsistent estimates) must be mainly due

to different re-migration patterns.

In 1976, as already mentioned, immigration gtabilized at a very low
level. The overall picture is not uniform however. Alongside a slight
increase in arrivals from Community countries (especially Italians
immigrating into Germany), there was a further, though less marked,
decline in arrivals from non~Community comtries (especially into the
United Kingdom).

P S—————

(1) Mainly in Germany and in that country predominantly, though not
exclusively, Italians.



; Table io 10

- Yo §-

PLACINGS OF FOREIGN WORKERS

COMMUNTTY

= New arrivals of permanent workers (1) in the nine Member .Chuntries =

-~ 1973 to 1975 ~

1977 1974 1975 1976 ++)
o 668 000 +) {266 000 +) 153 000 +) 162 000 ++)
_— 158 000 +} 98 000 +) 65 000 +) 79 000 44) |
ior (L : [4
of uhich Itatians | 110 000 +) 55 000 +) 32 000 +) 47 000 ++) ¢
o NatlaTh C or . %
i ree et 510 000 +) 168 000 +) 93 000 +) 83 000 ++)
i Greakdown by country of employment
e 5 892 6 129 4 100 4 156
ey 450 000 +)  |120 000 +) 62 000 80 000 ++)
Cranee 132 055 6L L6 25 591 26 949
Erootang 1190 1 h?ﬁ 1321 1 754 ‘
: 9 773 9 10 7 315 4 000 ++)
; r 6 708 6 773 4 546 2 500 ++)
% . 21 66 22 913 18 000 +) 18 000 4+) |
; 39 241 38 81k 34 758 24 410 i
: el €63 000 +) 1266 000 +) 158 000 +) 162 000 ++)
j EEC Workers in
5 e dgm (a). (&) l:'a) (a)
ERERENPR™ oo .o .o .o
g iy () 130 000 4+) 70 000 +) 40 000 +) 56 000 ++)
Fronce 9 939 11 026 9 832 9 626
Y ing 650 +) 558 571 578
Pty 1371 ¢) 706 o) 681 o) 700 ++§
L Loriourq 3 222 2 05 1 848 1 300 ++
g finadonm 6 Lo2. 5 769 4 680 3 940
|
| onrkers 158 000 +) 98 000 +) 65 000 79 000 ++)
f Italian workers in
(a) (a) (a) (a)
i Sy 100 000 +) 45 000 +) 25"600 +) 46'000
4 827 3 L1y 4 113 4 204
% “ 200 +) 200 +) 216 . 200
; - 551 326 274 200 4+)
| G G0k 853 587 651
, S 2 239 2 144 1 764 1 440
L Alinn wrrbern 110 000 4‘) 55 000 4.) 32 000 +) ‘ 47 000

See footnotes rn following page.

A et e
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COMMUNITY
(Table 4.10 cont.)
(1) includes:
* for Italy seasonal workers
* for Luxembourg intra-Benelux movements, frontier and
geasonal workers
# for Netherlands seagonal workers and intra-Benelux movements

+) estimation made by the Furopean Office of Coordination

++) first estimate by the Buropean Office of Coordination

(a) Belgium: Following discontinuation of the issue of work permits, this country
is not yet in a position to record the new arrivals of
Compunity workers.

(v) Germany: Following the discontinuation of work permits for nationals
of Member States the new arrivals of these workers were
counted during the years 1970 to 1972 on the basis of
firms' records of engagements. Starting from January 1973,
data concerning new arrivals of Community workers is no
longer available due to the fact that the new system of
recording information transmitted to the social security
services from the Bundesanstalt fiir Arbeit does not allow
enumeration of placings.

The services of the Commission estimate that the number of
Community workers newly arrived in Germany rose by 130.000

in 1973, 100.000 being Italians: by 70.000 in 1974 -
(45.000 Italians) and 40.000 in 1975 (25.000 Italians);these
estimates were made on the basis of information concerning
the arrival of the foreign active population recorded by

the Statistisches Bundesamt and published in "Fachserie 4 -
Bevlkerung und Kultur - Reihe 3",

(o) Italy: The figures for 1973 to 1975 concerning Community workers
do not include nationals of the three new Member States.



Tn the various sectors in the developed economies, the changes in foreign
employment differed quite considerably. The OECD {l) gunmarizes these
tendencies as followse "The reduction in the number of foreign workers

in building and manufacturing may be large or small according to the

country, whereas stability is generally the rule in the services sector."
Jermany is one of the countries with a very sharp decline in foreign
employment in manufacturing and building, while France is one of the .
countries with a slight decline in these two sectors. In these two countries,

ina trend in the services sector has been slightly upward.

Though the recession has not led to any significant acceleration in
re-nigration of foreign workers to their home courtries (2) and though
some countries have given priority to the employment of nationals, there

nas been no dramatic rise in unemployment rate among foreign workerse.

in Jermary, up to and including 1973, the foreign unemployment rate
rewained well below (usually under nalf) the average wemployment rate,
which was itself low. Subsequently, there was a significant change. In
1974 and especially 1975, foreign unemployment excesded unemployment
among nationals (1975 (3): 5.8% as against 4.2%). Since then, the gap
has disappeared again: though foreign unemployment is no longer as
earlier disproportionately small, it is not above average either.
However, a new phenomenon is ithe emergence of considerable masked

unemployment among foreigners.

o
[

SCPEMI, Draft Report for 1977, page 6.

N
A kD

bough in Germany, as mentioned, there was a substantial decline

in the total number of foreign workers because of the marked
decrease in new arrivals.

e
2 -
e e

{3; Annual average.
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In the case of France, it is more difficult to give exaoct statistics

on the employment situation of foreign workers. According to OECD

surveys (1), the rate of unemployed persons and job-seekers among

foreigners was, despite their concentration in industries particularly
gensitive to cyclical influences and their lower level of qualification (2),
lower than that among French nationals up to 1975 (3). Only in 1976

and early 1977 did the situation worsen for foreign workers. As in

Germany, they are more frequentlijobless than nationals, though on

average for shorter periods than the latter.

In other Community countries (Belgium and the Nétherlands), the employment
situation for foreigners, compared with that of nationals, has developed k
considerably less favourably. Nevertheless, experience during the
recession shows that foreign workers do not merely fulfill a buffer
function to balance requirements on the labour market. "Even though in
most of the countries the unemployment rate at the height of the

recession was generally greater among foreigners than among nationals,

and even though return flows, without being massive, may have been a
significant relief to their labour markets, it is increasingly evident
that the role plaged by foreign workers in the Western industrial

economies makes them essential in the jobs they do". (4)

(1) SOPEMI Reports, 1976 and 1977 (draft)

(2) These characteristics are also common to foreign workers in
Germany.

(3) There are wide differences by nationality. North Africans are
much more affected than Spaniards, Italians and especially
Portuguese.

(4) OECD, SOPEMI Report 1976, page Te
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V. Mipration policy and its determination

The period of large-scale migration is often described as the period of
nfreedom of movement for labour". This description is, from an international
viewpoint, highly inaccurate. Tnternational freedom of movement existed only
for nationals of member countries within the area of the Buropean Community.
Such migrants accounted for only a small proportion of total migration, and
they have not been affected by the restrictive measures recently introduced.
In looking at migration policy, migration within the Community can be left

out of account.

The broad mass of immigrants were from countries outside the Community. With
the exception of Algeria (since 1972), the governments of these countries
placed no restrictions on membters of their populations wishing to emigrate.
However, the recipient countries did not allow free access, but regulated the
volume and composition of immigrant flows according to their national
"requirements". Migration was thus determined unilaterally, especially since
the importing countries, because of income differentials in relation to the
exporting countries and the high levels of under-employment there, enjoyed

almost complete elasticity of labour supply at the going wage rate.

Up to 1973/74, the recipient countries basically pursued immigration policies
which suited the recruitment needs of their own industries. The period was
thus characterized by the fact that the highly developed countries (with the
help of international recruitment agreements with the source countries and
backed up by administrative support and the active intervention of labour
departments) were able to draw freely on Poreign labour potential and not by

the fact that foreign workers enjoyed free access to Community countries.

Detailed aspects of the arrangemenis governing recruitment and the total
number of immigrants differed from one recipient country to another, and the
degree of centralized organization and control varied.widely. In‘Germanyg
for example, the effective monopoly of the Federal Labour Institute in the
recruitment prooess ensured that immigration was always kept uniformly in line -
with the agreed rules and regulations, while in France the Office National
d'Immipration had no such controlling influence and was sometimes circumvented
in practice by individual firms. These particular aspects need not be gone
into in detail here. More important was the recipient countries' basically

similar approach to foreign immigration: their main concern was to close the
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gap between domestic labour requirements and national industrial potential,

a gap which tended to widen steadily during the 1960's and early 1970's.

The result was the situation outlined above in which there was a more or less
continuous, but accelerating,redistribution of labour from countries with a

labour surplus to countries (and regions)with a labour shortage.

At first, this immigration did not appear to present any problems. The flows
were still relatively modest, socio-cultural friction mostly slight and the
length of individual stays (whether intentional or actual) short. This
situation suited the interests of all concerned. Immigrant workers left their
countries and families behind for a limited period, and with very few problems
of adjustment, were able to accumulate enough capital to start their own
businesses back home. The source countries eased the strain on their own
labour markets, without incurring any serious brain drain, and through the
money and perhaps technical training their nationals acquired abroad, helped
to speed up their own development process. Firms employing immigrant workers
were able to bridge labour shortages without increasing their wage costs,
enhance their labour market position by improving promotion prospects for
nationals, and increase their competitiveness on markets by reducing their
costs in relative terms. The recipient countries achieved higher real growth
without significant inflation, an above-average rise in per capita income for
their nationals, increased domestic factor mobility etc. together with
flexible and controllable effective labour supply and no significant addi-
tional social costs. In this situation where the interests of all parties
coincided, the fact that migration processes were determined unilaterally by
the recipient countries did not have any negative effect (or only a very

gradual one) on the source countries.

With continuing net immigration and a continuous increase in the average
length of stay (caused partly by persistent economic differentials between

the two groups of countries, but also by assimilation processes), which in
turn increased the desire of immigrants to bring their families across, a
factor which in its turn further increasedthe desire of immigrants to remain
in the host couniry, the total number of immigrants in the Community rose
rapidly (see Chap. IV). Because of these factors and the regional and sectoral
concentration of immigrants, cost-benefit relationships began to deteriorate
gradually for the recipient countries. Tmmigrant demand for infrastructure
facilities increased steadily (housing, schools, hospital beds etc),
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social security benefits had to be provided on an increasing scale, and the
propensity of immigrants to save began increasingly to follow the pattern of
nationals of the host country, thus reducing anti~inflationary effects. In
addition, there was growing concern, particularly in Germany, that the influx
of foreign workers was holding back desirable structural change and, within
sectors and the economy &s & whole, curbding capital intensiveness and technical
progress, thus posing a long-term threat to necessary structural adjustments
and increased efficiency in production processess Dependence on foreign labour
in certain jobs and industries was also increasingly regarded as a matter

for concern, and, finally, there were growing social strains between nationals
and immigrants, especially in areas where immigrants were particularly highly

concentrated.

These and other related factors, which to some extent one must regard as

harmful from the viewpoint of the source countries as well, began 10 take on
increasing importance in the political debate even before the development of

the world-wide recession. At the beginning of the 1970's, it was still generally
considered that there was a net advantage in immigration, but opposition was
clearly on the increase. It was therefore anticipated that while in the medium~
term immigration would continue, there would be & significant slowdown and
structural regulation would increase, for example with regard to regional

distribution within the recipient countries.

This view was also based on the fact that in the major recipient countries,
fundamental demographic changes were taking place or about to take place, with
revergals in trend in the natural growth rate of populations and domestic labour
potential. This was most evident in the main host country, Germany, where the
total population (excluding migration) had stopped growing and had even begun
to decline, while at the same time, mainly for reasons of age structure, the
number of gainfully employable persons, which had fallen steadily and appre-
ciably for two decades, was expected 1o rise again sharply up to about 1990,

The chronic labour shortage would therefore diminish, an important factor since
earlier large-scale inflows of foreign workers had not increased the total
labour potential, but merely offset the decline in the domestic labour force.

At the same time, because of the decline in the resident German population,
continuing net immigration on the same scale as hefore would have led to rising
immigrant ratios and growing social strain. In short, factors relating to |
immigration had already changed considerably (with differences between indi-
vidual countries) when the orisis beganel)

1) In Germany, the existing recruitment charge paid by employers was substantially
increased in the summer of 1973 with a view to curbing the inflow of immigrants.
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Despite the changes outlined above, it cannot be said that the recession was

immediately seized on by the recipient countries as a more or less welcome
and face-saving pretext for introducing new, severely restrictive immigration
policies. There were no carefully thought-out policies designed to take accounfff.
of changed circumstances and longer-term goals. The halt on immigration from §
non-member countries imposed by Germany in November 1973, by France in July 12‘
and by the other labour-importing countries at about the same period 1) was
originally an ad hoc reaction to the sharp rise in unemployment in the respedﬁ'

countries. The measure was expressly described as a '"temporary suspension" in’

Prance and as "applying temporarily" in Germany.

The halt on immigration has now been in force for three and a half to four years. ‘
There is some debate as to the main reason why it has not béen lifted and

whether the continuing seriousness of the labour market situwation, other '

econonic reagons, or social factors are mainly to blame. It can safely be

assumed that all three sets of reasons have played, and continue to play, a

role. They probably differ in relative importance from one country to another.

It is not possible, however, to determine their relative importance empirically

in the various countries, particularly as the different factors are undoubtedly
interrelated, This speculative Question will be dealt with in the final

paragraphs in conmection with the consequences of continuing restrictions an&

the possible future outlook on migration processes, after the interim develop=" '

ment of immigration policies in the main recipient countries has been outlined

In France, the "temporary suspension" of immigration was backed up by a

government action programme introduced in October 19742). It contained a num
of exemption arrangements for cases where job vacancies could not be filled‘
by French nationals, provided for the improvements of housing conditions and:’
vocational training for foreign workers and set up negotiations with the mai
individual source countiries. All these measures were aimed at providing

stricter control and better protection for foreign workers. They were tailorgd
0 meet the crisis situation on the labour market, but also fitted in with i
the general longer-term objectives of the VII. Plan (begun in 1974), which :
aimed at the gradual replacement of some of the foreign labour force by Frenéﬁ
nationals. It was anticipated that net immigration into France in the medium\:
term would be 0 ~ 80.000 annually, but the possibility was left open of v
relaxing restrictions to allow limited and controlled immigration based on a '

quota system agreed with the source countries.

1) This was supplemented by the withdrawal of work permits in certain cases, -
the refusal of worx permits for children of immigrants in certain
circumstances etc. S

2) see OECD, SOPEMI, Report 1975, pe 25 S
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In 1975 (1), the right of immigrants' families to enter the country was
reinstated, restrictions were relaxed and job opportunities for unemployed
immigrants improved (all without any significant quantitative effect), btut
thought began to be given to ways of providing financial incentives and

training to encourage immigrants to return voluntarily to their own countries.

A programme along these lines was partially implemented in 1977.

Despite considerable domestic demand for foreign workers at a time when
ghortages of immigrant labour are beginning to emerge, the VII Plan in its
final form for the period 1975-80 lays down that future demand must in
principle be met entirely by “he population already resident in France.
Immigration and emigration are to be kept in balance during the period; so
that any growth in the foreign population is to be limited to natural demo=—
graphic factors. The resumption of uncontrolled inflows is $0 be prevented,
but at the same time the non-voluntary return of immigrants to their own

country is to be avoided.

In Germany, the initial objective in halting foreign immigration, namely
easing pressure on the labour market, was soon supplemented by another
goal, improved social integration of the immigrant population. However, it
took some time (early 1977) before a concrete and detailed overall policy
on immigration was worked out from these general guidelines and approved by
the Federal Goverrnment and the Linder. The new policy reaffirms the basic
position that the Federal Republic of Germany is not a country with net
immigration. It also confirms that the recruitment of new foreign immigrants
is to halt completely for an indefinite period. In addition, immigrants

are to be encouraged and enabled to return home, but on a voluntary basis
and without the inducement of a system of finanocial incentives. Finally,
German nationals are to continue to be given preference in filling job
vacancies, and regional concentration of immigrants is to continue to be

restricted.

At the same time, the poliéy comprises a broad range of measures designed
to promote social integration. They include extension of the right of

residence of foreign workers and their families (unlimited residence permit

(1) See OECD, SOPRMI Report 1976, pp. 37 et seq.

.
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after five yeara' residence and legal right to remain after eight years),
greater coordination in the granting of residence and work permits, the
granting of work permits to children of foreign workers who joined their
parents before 1 Jenvary 1977, and the gradual introduction of the possi-
bility of participation in certain matters. They also provide for improvements
in, for example, housing and linguistic and vocational training, especially
for second-generation immigrants. All in all, the policy is intended to
gradually reduce ihe social burdens and strains on bofh the German and

foreign population by removing legal and de facto barriers -~ though it does
not take account of the ultimate consequences of permanent immigration

(i.e. the naturalisation of immigrants in large numbers).

Kigration into the United Kingdom has been mainly of two types; movements

between the Republic of Ireland and the UK and immigration from Commonwealth
countries, especially the West Indies and the Indian Subcontinent. The free
movement of Irish nationals into the UK has been guaranteed since the
creation of the Republic and they are not therefore subjected to controls
used for other nationals. The movement is supported by the existence of well
established Irish Communities and many businesses run by Irishmen in Britain,
as well as the ease of integration with the local population. Although there
can be no restriction on the movement of Irish labour, the unemployment
situation in Britain has had a deterrent effect on it, even to the extent

that there has been a reversal of the flow.

Commonwealth immigration is of a different nature., Some of these workers are
holders of British passports and hose who are not have often the right to
British citizenship. Very few of the immigrants have the intention of returning
to their homes and there is no turn-over which’would mean that legislation

to control immigration would lead to a fall in the stock of foreign workers.

On the other hand the UK acted early to slow down the immigration of non-EEC
nationals, including those from the Commonwealth. In 1962 the first measures
were taken to reduce the inflow of immigrants; other measures were passed,

regularly up to the Immigration Act of 1971 and the 1973 guidelines relating
to this act,

These measures together with subsequent regulations mean that any renewal of
immigration on a large scale is unlikely. It is also unlikely that there will

be any major fall in the number of migrant workers within the country.
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VI. Outlook

The main legislative arrangements and basic approach in the major recipient
countries (an approach which was broadly similar to that adopled in the
smaller recipient oountries) have thus been clearly d:cected towards
maintaining a restrictive line in immigration policy. However, the question
of possible future developments remains to be looked at. As stated earlicr,
this must inevitably be limited to speculative examination of arguments

and expectations, and the conclusions drawn must equally inevitably be

tentative.

+ can probably be stated without contention that no government can afford
40 re-open its frontiers to immigrants to any significant degree, unless
there is a fundamental improvement in the domestic employment situation.
Attompts to reduce unemployment have so far remained largely unsuccessful.
Puture growth prospects are viewed pessimistically in all quarters. Further-
more, there are particularly large age-groups coming or about to come on
to the labour market, which means that domestic labour potential will
increase substantially in the medium term. Nevertheless, one cannot rule out
the possibility that the labour market situation will develop more favour-
ably +than is generally expected and that, as a result, a high level of
employment will relatively quickly be re-established. If this were to be
achieved, the necessary basis for rethinking the principles of immigration
policy would exist. '

The chances of achieving this in the coming ten or twelve years are of course
smaller than in the years thereafter, as the domestic labour force in some
potential recipient countries will then start to decline for

demographic reasons. However, even if labour should rapidly become scarce
again, it seems unlikely that recruitment of new foreign workers will
immediately be resumed to any large extent. It is more probable that the
programmes 1o integrate the existing immigrant labour force, which will take
time to implement fully, will continue to receive priority. Such programmes
would no doubt be hindered by additional influxes of immigrants, to whom

the same rights and material conditions would have 40 be granted.



It is often argued that a return to full employment or even to surplus
demand for labour is not a necessary condition for the existence of marked
demand for additional foreign labour, since immigrant workers alone are
prepared to carry out a number of important jobs which the local population
is unwilling to perform. This is indeed a problem to some extent, but one
which is probably overestimated, as a number of factors tend to show. In

the first place, since the system of fixed exchange rates was abandoned,
there has been a tendency for the relative proportion of immigrant-intensive
industries in production as a whole to decline, a process which will in all
probability continue. Secondly, even for nationals, unemployment mainly affects
unskilled or poorly qualified workers, who are increasingly prepared, under
pressure of the continuing lack of job openings, to accept jobs which they
formerly shunned and left to immigrants to perform. This has also, at least
in Germany, been partly due to changes in the wage structure which have
upgraded the most unpleasant or arduous jobs, and this in turn (the third
point) has speedsd up the substitution of capital for labour in these areas.
Endogenous adjustment mechanisms have undoubtedly led to a clear reduction
in specific demand for foreign labour, and they are still continuing to

have an effect. Fourthly, there are substantial numbers of unemployed
immigrants in the recipient countries who can be employed in sectors where
there are bottlenecks. Finally, there is a gradual but marked increase in
the number of second—generation immigrants,whose qualifications are scarcely
higher than those of their parents and vho are seeking jobs in the same

areas of employment.

It may be that structural bottlenecks will inguce a partial easing in
immigration restrictions, but it is unlikely that this will entail a
fundamental review of immigration policies.

All in all, it is most probable that, for the present and in the medium term,
the policy of consolidation and integration of the existing immigrant labour
force will continue. If there is an unexpected improvement in the labour
market in the recipient countries, economic cost-benefit relationships may
change enough to allow limited and selective entry of immigrants to be resumed.
However, a resumption of immigration flows on pre-1974 scale can be ruled

out.

e e et
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From about 1990, the prospects of renewed net immigration seem likely to
increase, for several reasons such as the decline in domestic labour
potential, improved integration of immigrants and spare infrastructure
capacities. At the same time, however, it is impossible to forecast demand
trends so far in advance, so that immigration trends are equally difficult
to predict with any certainty.

However that may be, the medium-term expectation of a gradual easing of
immigration policies makes it incumbent on the recipient countries,in
conjunction with the source countries (who have had some of the costs of
the recession passed on to them because of the one sided nature of the

decisions involved), to geek alternative ways of providing support.
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