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Foreword 

After five years of sustained em­
p l o y m e n t g r o w t h a n d some 
significant reduction in the level of 
unemployment, unemployment has 
started to rise again. 

U n e m p l o y m e n t seems to have 
become almost endemic in our sys­
tem, leaving us with over 12 million 
people still unemployed, even at the 
peak of the economic cycle. In one 
sense, we know the reason — many 
of the jobs that have been created 
have been filled by new people not 
previously in the labour market, 
who have got in first before the un­
e m p l o y e d a n d t h e l o n g - t e r m 
unemployed. 

However, it is clear that the causes 
of unemployment are much more 
complex and deep-rooted. To get un­
employment moving downwards 
again will require not just a re­
sumption of growth but special 
measures for young people under 25 
(whose unemployment rate is twice 
that of adults), for women (whose 
unemployment rate is twice that of 
men) as well as for the long-term 
unemployed. 

More long-term and wide-ranging 
action is also required. We need to 
make fundamental changes in the 
way the labour market works, and 
in the way we seek to help and as­
sist people into employment. We 
need to ensure that economic poten­
tial is translated into employment 
opportunities to an even greater ex­
tent than has been achieved in the 
recent past. We need to give people 
the education and training necess­
ary, not only to fill jobs on offer, but 

also to expand the range of employ­
ment possibilities they can fulfil in 
the changing world economy. And 
we need to find better ways of re­
moving obstacles to employment 
and business creation while main­
t a in ing correct and acceptable 
standards. 

The current set-back in economic 
and employment fortunes is also a 
warning regarding our progress in 
achieving real convergence between 
the more and the less developed re­
gions of the Community. The period 
of economic growth from 1985 to 
1990 brought some convergence in 
real incomes per head between the 
richer and poorer parts of the Com­
muni ty . However , employment 
increased by no more in the less 
developed regions overall than in 
the more prosperous regions and, 
because of the higher growth in 
working age population, unemploy­
ment actually rose in the poorer 
areas over this period in marked 
contrast to the Community-wide 
downward trend. The prospect of 
lower economic growth and lower 
overall rates of employment cre­
ation ra i ses fears t h a t fur ther 
progress in the less developed re­
gions will be delayed or seriously 
slowed. 

New challenges have emerged for 
the 1990s. Not only do we need to 
tackle the vast range of structural 
changes that are taking place any­
way in the Community; to face up to 
the consequences of changes in 
neighbouring countries, notably in 
Eastern and Central Europe; and to 
continue the process of convergence 

and cohesion wi th in the Com­
munity. We also need to ensure a 
higher and more stable ra te of 
macro-economic growth and expan­
sion — a policy which requires 
greater cooperation, not only within 
the Community, but also between 
the Community and the rest of the 
world. In this respect, progress to­
wards economic and m o n e t a r y 
union offers us the opportunity to 
build a much higher degree of econ­
omic cooperation into our system 
although, as yet, the necessity for 
this has still to be fully recognised. 

This report, like its predecessors, is 
full of facts. Facts can be uncomfort­
able as well as revealing. We need 
to develop positive habits — looking 
at facts as a means of analysing 
problems and identifying possible 
solutions, and not just as matters to 
be contested if they do not meet with 
our preconceptions or with how we 
would like things to be. Of course, 
no statistics are perfect in repre­
senting the reality they seek to 
describe, and no forecasts are with­
ou t t h e i r d e g r e e s of e r r o r . 
Nevertheless, the data that we have 
developed regarding the European 
labour market and economy is of 
high quality, and has the great 
merit of being consistent between 
Member States. It is contributing 
g rea t ly to our growing under­
s tanding of employment-related 
issues in the Community. 

There are a number of realities re­
vealed by such statistics, which 
need to be faced. First, there are 
inevitably some downward trends 
in many areas of employment. It is 
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clear that agricultural employment 
will continue to decline in the future 
as it has done in the past. On the 
other hand, the decline in manufac­
turing jobs — which was of the 
order of 16.5% between 1980 and 
1987 — is unl ike ly to pers i s t . 
Nevertheless, it is clear that indus­
tries such as defence will undergo 
major changes with the improved 
prospects for peace; that sectors 
such as textiles will continue to be 
threatened by external competition; 
and tha t , in general , the Com­
munity has too low a proportion of 
its industrial jobs in the hi-tech, 
dynamic industries where employ­
ment growth is most likely to occur. 

Secondly, there are concerns about 
Community competitiveness. The 
Community is undoubtedly advanc­
ing in terms of its overall economic 
potential, with the development of 
the Internal Market and the other 
steps towards economic and mon­
etary union. However, it is having 
to compete with the outside world 
which is also improving its perfor­
mance. 

We need to react positively to this 
growing competi t ion. We m u s t 
avoid reacting to such challenges by 
seeking to lower real wages or ac­
cept inferior working conditions. 
Such a response would not only be 
costly and divisive in social terms, 

it would not provide a long-term 
solution to the problem it is in­
tended to redress. 

The way ahead for the Community 
lies not in taking such a negative, 
short-sighted option but rather in 
undertaking the more difficult task 
of creating a high-wage, high-pro­
ductivity, socially-just economy. 
That requires that businesses in the 
Community be prepared to keep up 
to date with ever-changing technol­
ogy; that employees be willing to 
learn new ways of doing things and 
change what they do when necess­
ary; and that governments accept 
responsibility for providing the edu-
c a t i o n a n d b a s i c t r a i n i n g 
neccessary in order to equip people 
for working in a technically-chal­
l e n g i n g e n v i r o n m e n t w h i c h 
demands adaptability and a capac­
ity to develop new skills. 

In this light, some of the evidence in 
this Report is disturbing. There are 
signs in many parts of the Com­
m u n i t y t h a t e m p l o y e r s h a v e 
encountered growing difficulty in 
finding people with the skills they 
require and that this may have in­
hib i ted ou tpu t growth and job 
creation. 

However , i n a d e q u a t e levels of 
school and higher education are an 
even more disturbing factor for the 

future. Access to the best possible 
general education, and to higher 
education, must be seen as both a 
fundamental right and as an econ­
omic necessity for maximising the 
potential of the Community labour 
force. Access to education must 
never be restricted so as to limit 
access to the better jobs to certain 
groups in society, or to perpetuate 
an underclass which can neither 
contribute to, nor share in, the 
benefits of a modern economy. 

For both education and training, 
there are problems in many parts of 
the Community which need to be 
addressed. We are not alone in fac­
ing such difficulties — the United 
States has confronted similar prob­
lems and has taken action to reduce 
discrimination and inequalities of 
opportunity. However, we have 
been slow to tackle the problems 
and have tended to underestimate 
the importance of the Community 
dimension. Failure to act to reduce 
disparities in the provision of edu-
c a t i o n a n d t r a i n i n g b e t w e e n 
Member States, particularly be­
tween the North and South of the 
Community, will inhibit the devel­
opment of the Community as a 
whole as well as holding back oppor­
tunities for those people who are 
currently the least privileged. 

Vasso Papandreou 
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Summary and Conclusions 

Introduction 

The latter part of the 1980s was a 
time of optimism in Europe. After 
several years of slow growth, inade­
q u a t e j ob c r e a t i o n a n d h i g h 
unemployment, economic recovery 
in the Community seemed well es­
t a b l i s h e d , e m p l o y m e n t w a s 
increasing at an historically high 
rate and unemployment was fall­
ing. The Single Market programme 
for removing barriers to internal 
trade and widening the scope of 
competition between European pro-
d u c e r s h a d b e e n e m b r a c e d 
enthusiastically, accelerating the 
trend towards the organisation of 
production and distribution on a 
European-wide basis. Outside the 
Community, political reform in 
Centra l and E a s t e r n European 
countries was opening up the pros­
pect of considerable trade growth 
and closer commercial relations. 

The first year and a half of the 1990s, 
although it may not have destroyed 
this optimism, has demonstrated 
that the Community still faces seri­
ous d i f f icu l t ies in s u s t a i n i n g 
economic growth and generating suf-
f i c ien t e m p l o y m e n t to m e e t 
demands. It has also highlighted the 
fact that the Community, because of 
its openness and its importance in 
the global trading and financial sys­
tem, remains vulnerable to events in 
the rest of the World, particularly 
those which take place in neighbour­
ing regions. 

Since the beginning of 1990, econ­
omic growth in many Member 

S t a t e s of t h e C o m m u n i t y h a s 
slowed appreciably. From the third 
quarter of the year, as a delayed 
reaction to this, the lengthy period 
of rapid job creation has come to a 
halt. For most Member States, the 
forecast is for some economic re­
covery starting in the second half of 
1991 but at modest rates, for little 
or no growth of employment and for 
rising unemployment. 

Despite the current slowdown in the 
World economy, the fundamentally 
healthy underlying growth condi­
t i o n s in t h e C o m m u n i t y a r e 
expected to reassert themselves in 
the medium term. Nevertheless, 
there remains a risk that the cur­
r e n t d o w n t u r n , r a t h e r t h a n a 
temporary interruption to accept­
able rates of economic growth — 
brought on by the Gulf War, the 
downturn in the US economy and 
correct ive fiscal and mone ta ry 
policies in some Member States — 
could turn into the beginning of an­
other prolonged period of slow 
economic growth and stagnating 
employment. 

External Problems 

The external economic environ­
ment with which the Community 
has to contend over the next few 
years, and beyond, contains some 
elements of risk. The Community is 
bordered by countries to the South 
and East, in the Middle East, Africa 
and Central and Eastern Europe, 
which are natural trading partners, 
and present an enormous potential 
for increased trade, but which face 

substantial economic and social dif­
ficulties. 

The Middle East, which is both a 
key source of supply of primary en­
ergy to Member S ta tes and an 
impor tant marke t for European 
producers, is beset by political and 
economic problems which will tend 
to mean slow and variable growth 
combined with uncertain and un­
stable oil prices. 

The Central and Eastern Europe 
countries have encountered severe 
problems in making the transition 
from control to market economies. 
An effective market mechanism has 
yet to be established and, while they 
have dismantled the apparatus of 
managed trade among themselves, 
they now find that they have little 
which is saleable on World markets, 
partly because their previous isola­
tion denied them access to the 
technical progress which has trans­
formed products and production 
techniques in the West. 

At present, companies from West­
ern Europe and e lsewhere are 
deterred from investing heavily in 
Centra l and Eas t e rn European 
economies by the economic situ­
ation and uncertainty about future 
political developments. Reforms are 
underway, although there remain 
uncertainties about the chances of 
sustained growth and of maintain­
ing recent increases in trade with 
the Community. 

These difficulties affect the Com­
m u n i t y in v a r i o u s w a y s . The 
prospects for the expansion of trade 
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and investment are an important 
potential source of production and 
employment for the Member States 
of the Community. They could also 
result in massive pressure from 
their people to come into the Com­
m u n i t y in s e a r c h of w o r k . 
Immigration pressures on such a 
scale would be difficult to control 
and, in a context of slow economic 
growth and limited employment 
creation in the Community, would 
lead to major social problems in 
a r e a s w h e r e new i m m i g r a n t s 
looked for housing and jobs. 

Outside Europe and the neighbour­
ing regions, the events of the first 18 
months of the 1990s have also dem­
onstrated the vulnerability of the 
World economy to downturns in the 
US, and have shown that major im­
balances in trade and international 
finance, and a global shortage of 
savings, represent a serious ob­
stacle to the sustained recovery of 
global output and trade, in which 
the Community is such a major par­
ticipant. A positive outcome to the 
GATT negotiations could have a 
beneficial effect on the whole of the 
World economy. 

Internal Challenges 

The adverse external environment 
does not mean that the Community 
inevitably faces a prolonged period 
of slow growth during the 1990s. It 
does mean, however, that the diffi­
cu l t ies of ach iev ing i nc r ea sed 
employment throughout the Com­
munity are greater than seemed to 
be the case a year ago. 

This makes it all the more import­
ant that progress towards economic 
and monetary union is sustained, 
since this offers the best oppor­
t u n i t y for s t r e n g t h e n i n g t h e 
European economy and reducing its 
vulnerability to external shocks. It 

also offers a chance for the Com­
munity to play a more coordinated 
and coherent role in cooperating 
with the US and Japan to manage 
World economic and financial de­
velopments. 

The challenge for the Community is 
not just one of achieving economic 
growth over the long term. It also 
means ensuring that the benefits 
are widely distributed so that all 
areas of the Community, and all 
social groups, share in the employ­
ment and income opportunit ies 
which growth makes possible. Un­
less this occurs, social cohesion will 
be threatened and progress towards 
economic and monetary union im­
paired. 

In the late 1980s, the weaker, less 
developed M e m b e r S t a t e s did 
generally enjoy higher ra tes of 
growth of output and income per 
head than the rest of the Com­
munity. The benefits of this growth 
were not always evenly distributed, 
however. As shown in Chapter 3 
which discusses unemployment and 
in Chapter 4 which discusses the 
integration of the Community la­
b o u r m a r k e t , n o t a l l a r e a s 
benefitted and the economic growth 
was not always t rans la ted into 
higher rates of employment cre­
ation. 

More worrying, however, is the fact 
that this improvement barely com-
p e n s a t e d for t h e p o o r e r 
performance of the weaker regions 
over the preceding decade — which 
was a decade of low economic 
growth. If another period of similar­
ly low economic growth were to 
occur now and in the next couple of 
years, there are fears that it might 
adversely affect the poorer regions 
once again. 

It is also clear that parts of the 
Community's population have lost 

out over the past decade. The most 
clearly identifiable are those who 
suffered prolonged periods of unem­
ployment, and who then failed to 
find work during the period of rapid 
job creation between 1985 and 1990. 
Despite the employment expansion 
over this period, some 4% of the 
Community labour force in 1989 — 
totalling almost 6 million people — 
were classified as long-term unem­
ployed, i.e. they had been out of 
work for a year or more. 

There is also evidence, as reported 
in Employment in Europe 1989, 
that the relative position of many 
people on low incomes appears to 
have deteriorated in a number of 
Member States during the 1980s. 
More generally, it is becoming clear 
t h a t m a n y peop le , e s p e c i a l l y 
women, who are not officially re­
corded as unemployed, may be 
prevented from working as they 
would like because there are no 
suitable jobs available in the areas 
where they live or because of lack of 
childcare or other facilities. 

Such people do not show up in un­
employment statistics but the scale 
of the problem is indicated by the 
much lower employment rate — i.e. 
the proportion of people of working 
age who are in employment — in the 
Community as compared with other 
comparable countries. In 1990, only 
just over 607c of people of working 
age were in employment in Member 
States as against over 70% in the 
US, Japan and the rest of Europe. 

The presence of such a low rate of 
employment may effectively ex­
p la in why u n e m p l o y m e n t h a s 
remained high despite high rates of 
employment growth. In practice, 
the significant expansion in em­
ployment opportunities has only a 
limited effect in reducing the unem­
ployment figures because a major 
proportion of the additional jobs are 
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taken by people not previously re­
corded as part of the labour force. 

Reducing unemployment to an ac­
ceptable level is a major challenge 
for the Community. This will mean 
sustaining a rate of job creation 
which is capable of providing em­
ployment for the people recorded as 
inactive who wish to work as well as 
for those who are officially recog­
nised as being unemployed. To 
achieve this may involve more than 
just securing high rates of economic 
growth or even high rates of em­
ployment growth. The evidence of 
the past five years and the existence 
of many obstacles to growth may 
mean that this, in itself, is not suf­
ficient. It almost certainly needs to 
be accompanied by measures such 
as those aimed at improving the 
flexibility, mobility and training of 
the labour force in order to tackle 
the range of difficulties which stand 
in the way of jobs being created and 
offered, and of people being able to 
take them up. 

Medium Term 
Employment Trends 

Between 1985 and 1990, employ­
ment in the Community increased 
by an average of lV2% a year, re­
sulting in a net addition of over 9 
million to those in work during 
these five years. Of these additional 
jobs, some 70% were taken either by 
young people coming of working-
age or by people joining the labour 
market after being regarded as 
being inactive and not part of the 
workforce. Only 30% were filled by 
people who had previously been re­
corded as unemployed. 

As a result, although unemploy­
ment declined almost continuously 
throughout this period from its 
peak of just under 11% in 1985, it 
still averaged over 8% at the end of 

1990. Since then, it has begun to 
increase once more in a number of 
Member States, as economic growth 
has slowed. By mid-1991, unem­
ployment had reached 8.7% over the 
Community as a whole. The fore­
c a s t in m o s t p a r t s of t h e 
Community is for continued in­
creases over the second half of 1991 
and throughout most of 1992. 

In what was East Germany, the 
growth of unemployment has been 
particularly marked in the first six 
months of unification as production 
in inefficient, outmoded, plants has 
declined precipitously. By mid-
1 9 9 1 , t h e n u m b e r of peop l e 
registered as unemployed had ap­
proached 1 million, a further 2 
million were on short-term work, 
and migration to the west of the 
country was occurring at around 20 
thousand a month. 

The unusual feature of the period 
1985 to 1990 was the high rate of 
employment creation relative to the 
rate of economic growth achieved in 
the Community — which was no 
more than during the previous re­
covery phase between 1975 and 
1979. The net addition to jobs was 
substantially greater during this 
period than would have been ex­
p e c t e d on p a s t r e l a t i o n s h i p s 
between output growth and employ­
m e n t , r e f l e c t i n g an a p p a r e n t 
reduction in the growth of output 
per person employed. 

The apparent slowdown in produc­
tivity growth is widespread. It is 
common to both industry and ser­
vices and to most Member States. 
As yet, the reason for the slowdown 
is unclear, although the fact that it 
is so general may mean that it re­
sults from, or is at least related to, 
some general feature of the econ­
omy and labour market — such as 
the unusually high levels of unem­
ployment which persisted in this 

period. This may have resulted in a 
more labour-intensive Community 
economy as firms adopted more la­
bour-using techniques at the same 
time as more people were prepared 
to work for relatively low rates of 
pay. 

Virtually all the additional jobs cre­
ated between 1985 and 1990 were in 
services. Agricultural employment 
continued to decline, and while em­
ployment in industry increased, it 
did so by very little, and all of that 
was in building and construction. 
Overall, the recent past has been in 
line with the trends of the past 25 
years when the proportion of em­
ployment in services has grown 
continuously in the Community as 
a whole, from 42% in 1965 to over 
62% in 1989, while the share of the 
workforce employed in agriculture 
and industry has fallen — in the 
latter, from 41% in 1965 to under 
32% in 1989. 

In this, the Community is in line 
with other developed parts of the 
World — the US, Japan and the rest 
of Europe — all of which have ex­
perienced shifts in the sectoral 
distribution of employment on a 
similar scale. 

While all Member States have ex­
per ienced a s imi la r p a t t e r n of 
change, and while the share of em­
p loyment in serv ices t e n d s to 
increase with the level of income per 
head, the trend in Germany has 
been somewhat different. There, 
the proportion employed in indus­
try — at over 40% — is by far the 
highest in the Community, or in­
deed in the developed World as a 
whole, and has tended to fall only 
slowly over time. 

The numbers of self-employed have 
increased in the Community since 
1979, by over 2 million, to total 
around 21 million in 1989 or 16% of 
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total employment. However, since 
the increase was only marginally 
more than the rise in employment, 
the relative importance of self-em­
ployment increased only slightly 
over this period. Only in the UK was 
there any marked growth in the 
share of the self-employed in total 
employment. 

The importance of self-employment 
tends to be much greater in the less 
developed parts of the Community, 
in Greece and Portugal, in particu­
lar, where in 1989, it accounted for 
a third and a quarter of employ­
ment, respectively. 

A high proportion of the jobs created 
between 1985 and 1990 — around 
two-thirds — were taken by women 
rather than men, and a significant 
proportion of these new jobs — 
around 30% — were pa r t - t ime 
rather than full-time. This trend to­
wards part-time is not common to 
all Member States, however, and 
the general level of part-time work­
ing varies a great deal, being much 
more common in the Northern parts 
of the Communi ty t h a n in the 
South. 

Sectoral employment 
problems 

With the change in economic cli­
m a t e over t h e p a s t y e a r , t he 
possible employment consequences 
of structural changes in certain in­
dustries have become much more 
apparent. Three industries in par­
ticular are considered in the Report: 
the defence industry, the auto­
mobile industry, and the textile, 
leather and clothing industries. 

The defence industr ies face the 
possibility of major reductions in 
output as government defence bud­
gets are cut in response to improved 
relations with the Eastern bloc and 

as possible restrictions are imposed 
on exports to third World countries. 
These industries employ around 
1.5 million people in the Com­
munity and 1 million in the UK and 
France alone, equivalent to 9-11% 
of the manufacturing workforce, 
many of the jobs being concentrated 
in a few regions. 

A high proportion of the defence 
workforce consists of scientists and 
engineers , who in the UK and 
France work in many thousands of 
small companies. In both countries, 
moreover, a high proportion of total 
R & D expenditure is on defence-re­
lated activities. Redeployment of 
both activities and employment 
poses difficulties because of the 
large number of firms involved and 
their lack of experience in civil mar­
kets. 

The automobile industry, which 
employs around 3 million people in 
assembly and component manufac­
turing, is currently in recession. 
Moreover, it faces increasing exter­
nal competition and pressures to 
produce more 'envi ronmenta l ly 
friendly' vehicles. Productivity in 
European plants lags behind that in 
Japan and the US. Substantial re­
structuring is probable over the 
next few years, which could signifi­
cantly affect the number of jobs, 
their location and skill content. Sev­
eral existing assembly plants are 
located in Community designated 
Objective 1 or 2 areas. 

The textile, clothing and footwear 
industries, which provide around 
3.5 million jobs, have already ex­
perienced extensive restructuring 
and incurred significant job losses 
over the past decade or more. The 
long-term future of the Community 
industries are seen to lie in further 
developing the high value-added, 
quality end of their markets. How­
ever, in many par ts of the less 

developed parts of the Community 
— notably Portugal, but also Greece 
and parts of Spain and Italy — the 
textiles industry is more exposed to 
mainstream competition from coun­
t r i e s ou t s ide t he C o m m u n i t y . 
Further restructuring is clearly re­
quired if employment is not to fall 
further. 

The Problem 
of Persis tent 
Unemployment 

Unemployment remains a major 
problem for the Community, des­
pite the employment creation of the 
past five years, as described in 
Chapter 3. In mid-1991, there were 
some 12 million people unemployed 
in the Community as a whole, equi­
valent to 8.7% of the labour force. 
Despite their much lower participa­
tion in the workforce, more women 
were unemployed than men, and 
the unemployment rate for women 
was around double the rate for men 
in the majority of Member States. 
The UK is the only Community 
country where the rate for women is 
less than that for men. 

The rate of unemployment among 
young people, those aged under 25, 
currently at around 16%, is over 
twice the rate for other age-groups, 
despite the fact that it had declined 
considerably over the period 1985 to 
1990. Although there are many 
fewer young people of working-age 
than there was in the early 1980s, 
when youth unemployment rose 
dramatically, slow growth is still 
likely to affect young people dispro­
portionately as the rate of creation 
of new jobs declines and as em­
ployees leaving jobs, or retiring, are 
not replaced. 

Around half of all those unemployed 
in 1989 (the latest year for which 
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comparable data are available) had 
been out of work for a year or more. 
The proportion of long-term unem­
ployed was about the same as five 
years previously, despite the many 
government programmes launched 
over the in t e rven ing period to 
tackle the problem and despite the 
support of the Community's Euro­
pean Social Fund. 

A notable feature of these labour 
market developments has been that 
a high proportion of the people who 
became unemployed in 1989 had 
previously been recorded as inac­
tive, rather than employed. This 
suggests that the relatively favour­
able employment prospects at that 
time had encouraged people to start 
seeking work. It also implies that 
for these people there is no clear-cut 
distinction between being unem­
ployed and being inactive. 

The at t i tudes and aspirations of 
women r e g a r d i n g employment 
and the labour market are likely 
to be particularly affected by the 
types of jobs potentially available. 
Thus the evidence that , in 1989, 
25% of all women and 40% of mar­
r i ed women w e r e looking for 
par t - t ime r a t h e r than full-time 
employment needs to be taken 
into account in assessing the scale 
of the Community's employment 
ob jec t ives , a n d the e x t e n t to 
which they are being fulfilled. 

Another significant finding from 
the second half of the 1980s is the 
apparent ly close association be­
tween the employment experiences 
of husbands and wives within a 
household. It appears that there is 
a much greater chance of the wife 
being employed if the husband is in 
work and , conversely, a much 
greater chance of her being unem­
ployed if he r h u s b a n d is also 
without a job. It is not clear whether 
this is more, or less, related to the 

characteristics of the people con­
cerned (notably their educational 
at tainment and skills), the state of 
the local labour market, or other 
factors. However, it does seem to 
cast doubt on the commonly-held 
view that women often go out to 
work if their husbands become un­
employed in order to partly make up 
the loss of earnings. 

European 
Integration 
and Regional 
Labour Markets 

There is r a t h e r firm evidence, 
presented in Chapter 4, of a conver­
gence in levels of income per head of 
population between the less de­
veloped Member States and the rest 
of the Community between 1985 
and 1990. Encouraging as this is, it 
does not negate the fact that, be­
cause it followed ten years of 
divergence between 1975 and 1985, 
the gap in average real income per 
head of population between the two 
groups of countries remains signifi­
cant, and is almost as wide now as 
it was 25 years ago. 

Employment conditions vary con­
siderably across the Community in 
terms of levels of unemployment 
and, equally importantly, levels of 
employment. The less developed re­
g ions — t h o s e q u a l i f y i n g for 
assistance under Objective 1 of the 
Structural Funds — tend to have 
both higher rates of unemployment 
and lower ra tes of employment 
(measured in relation to working-
age population) than the rest of the 
Community. This seems to indicate 
that the potential labour supply in 
these areas is much larger than the 
rate of unemployment would sug­
ges t and t h a t t he p rob lem of 
providing employment is, therefore, 
correspondingly greater. 

In the period of high employment 
creation in the Community between 
1985 and 1989, employment in the 
less developed regions expanded by 
slightly less than in the rest of the 
Community. Since the growth of 
working-age population over the 
period was relatively higher in the 
less-developed regions, the problem 
of unemployment, as well as of inac­
tivity, worsened in these a reas 
compared with other regions. 

The sectoral distribution of employ­
ment is very different between the 
less developed regions and the rest 
of the Community. Employment in 
a g r i c u l t u r e is· much h ighe r — 
around 19% of the total in 1989 — 
in the former than elsewhere, while 
the proportion of employment in in­
d u s t r y a n d s e r v i c e s is 
correspondingly lower. Although 
the less developed regions suc­
ceeded in generating a significantly 
higher rate of job creation in indus­
try and services than in other areas, 
the fact that job losses in agricul­
ture were also proportionately more 
important meant that overall em­
ployment rose by less . Indeed, 
because of the large numbers still 
employed in agriculture, industry 
and services together have to pro­
vide four times as many additional 
jobs in the less developed regions as 
compared with elsewhere in the 
Community in order to compensate 
for the same proportionate decline 
in agricultural employment. 

The migration of workers from one 
part of the Community to another 
has been modest in the recent past. 
In the Community as a whole, the 
proportion of population of the 
Member States accounted for by na­
t i o n a l s of o t h e r C o m m u n i t y 
countries amounted to less than 2% 
in 1989. A much larger proportion 
of such immigrants work in indus­
try, over 45%, than is the case for 
the indigenous population with 
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smaller proportions in both services 
and agriculture. This may partly 
reflect the relatively high propor­
tion of manual workers among the 
immigrant population and their 
greater difficulty in obtaining work 
in services because of language. 

Language difficulties, combined 
with cultural and social obstacles, 
are likely to keep movements of la­
bour between countries relatively 
small even after formal barriers to 
mobility are fully removed as part 
of the 1992 programme. This means 
that large-scale migration of labour 
from one part of the Community to 
another cannot be seen as a realistic 
solution to problems of slow growth 
and inadequate employment cre­
ation in particular regions, even if 
such movements were considered 
socially acceptable. 

Decline and 
Diversification 
of Employment 
in Agriculture: 

A g r i c u l t u r a l emp loymen t , dis­
cussed in Chapter 5, has declined by 
an average of 2.8% a year since 
1960. The sector, nevertheless, ac­
counts for a significant proportion 
of jobs and incomes in many rural 
areas — many of which are likely to 
face continuing decline, possibly at 
an accelerating rate. This raises 
wide ranging concerns about the fu­
ture of rural economies. 

The a g r i c u l t u r a l workforce is 
quite unlike any other in the Com­
m u n i t y . Over ha l f t h e people 
working are self-employed and 
20% are family workers . Only 
around a quar ter of the workforce 
are paid employees, although this 
proportion is much higher in the 
North of the Community than it is 
in the South. 

The average age of the workforce is 
far higher than in industry or ser­
vices — over 30% are aged over 55. 
The average age of farmers (those 
who own or rent holdings) is higher 
still, with half older than 55 years, 
and half of them having no succes­
sor. This implies a high potential 
degree of natural decline in both 
employment and the number of 
farm units, particularly in South­
ern areas of the Community. 

Despite the many attempts at re­
s t r u c t u r i n g t h e C o m m u n i t y 
industry, there are still over 8.5 mil­
l ion i n d i v i d u a l a g r i c u l t u r a l 
holdings, the average size of which 
— at just over 13 hectares — was 
only slightly larger in 1987 than it 
had been in 1970. The average size 
of unit, however, varies enormously 
across the Community, from only 4 
hectares in Greece and 5 hectares in 
Italy and Poi-tugal to over 30 in 
Denmark and over 60 in the UK. 
Only in the UK, the Paris region in 
France and parts of the Nether­
lands are farms large enough on 
average to support more than two 
full-time workers. 

Farming remains a highly labour-
intensive activity, al though the 
degree varies considerably from one 
part of the Community to another, 
with the average number of workers 
per 100 hectares ranging from 22 in 
Greece to just 3 in the UK. The 
product iv i ty t ends to be much 
higher in the Northern and Central 
areas of the Community than in the 
South, reflecting the larger size of 
farm. Average ne t income per 
worker is 10 times higher in the UK 
than in Portugal and 6 times higher 
than in Greece. 

Because of the large number of 
small holdings, many farmers — on 
average 30% — supplement their 
income from other activities. Never­
theless , the importance of such 

activities is relatively low in South­
ern regions of the Community, 
despite the small average size of 
holding, and a great many holders 
work only part-time on the farm but 
have no other source of income. 
Underemployment, or concealed 
unemployment, is therefore rife. 

Solutions to the problem of rural 
development — or underdevelop­
ment — are being sought in ways 
which meet the specific circumstan­
ces of different types of areas. Thus 
some actions may include develo­
ping ru ra l regions as a reas of 
recreation and leisure activities for 
those who live in towns, or as simply 
places to visit, while others seek to 
create lasting employment oppor­
t u n i t i e s outs ide ag r i cu l tu re to 
match the needs and skills of the 
local people. Emphasis in rural de­
velopment s t r a t egy has moved 
away from the traditional approach 
of seeking to attract industries from 
outside — which has often proved a 
costly policy in both financial and 
ecological terms, and not particu­
l a r l y s u c c e s s f u l in c r e a t i n g 
long-term jobs. Newer approaches 
seek to exploit, and develop, local 
amenit ies and resources and to 
s t rengthen basic infrastructure, 
while retaining the essential char­
acter of the rural area. 

A Decade of Change 
in Industr ia l 
Employment 

Although employment growth has 
been predominantly in the service 
sector, manufacturing is of key im­
por tance in gene ra t i ng income 
which, directly or indirectly, sus­
tains much of the employment in 
services. Manufacturing is still res­
ponsible for the major proportion of 
net export earnings in the Com­
munity and the location of dynamic, 
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high value-added activities is a sig­
nificant determinant of regional 
economic strength and prosperity. 
Conversely, a high concentration of 
old, declining industries is a potent 
source of wider economic and em­
ployment problems. 

Employment in manufacturing, as 
described in Chapter 6, is very un­
evenly d i s t r i b u t e d ac ross t h e 
Community, accounting for over 
40% of jobs in many parts of South­
ern Germany and Northern Italy, 
for example, but for less than 25% 
of jobs in many areas of Southern 
Europe. Few areas, however, ex­
p e r i e n c e d a n y g r o w t h of 
employment in industry between 
1980 and 1987; instead there were 
large job losses in most parts of the 
Community, especially in the UK 
and Spain where manufacturing 
employment declined by over 25%. 

The fastest growing sectors in the 
1980s were predominantly high 
value-added, high-tech, capital-in­
tensive industries such as office 
machinery, while the slowly grow­
ing or declining sectors tended to be 
the old heavy industries, like steel, 
or labour-intensive industries such 
as clothing and footwear. In a num­
ber of Northern Member States, 
such as Germany and the Nether­
lands, a relatively high proportion 
of value-added and employment in 
manufacturing is accounted for by 
the high-growth sectors. In the 
Southern countries — Spain, Portu­
gal and Greece, as well as Italy — 
the proportion is less, and low-
growth sectors are more important. 

Germany was responsible for a high 
proportion — over 35% — of both 
total value-added and employment 
in high-growth manufacturing in­
dustries in the Community in 1987, 
around twice the share of any other 
Member State, whereas its share of 
low-growth manufacturing activity 

was less than 20% of the Com­
munity's total. 

V i r tua l ly all coun t r i e s experi­
enced a fall in employment in 
almost all manufacturing indus­
tries between 1980 and 1987. In 
the UK and Spain, the fall in em­
ployment was over 20%. In the UK 
this was even t rue for the high-
growth sectors. 

Both t he level a n d g rowth of 
value-added per employee tends 
to be consistently higher in high-
g r o w t h t h a n in low- or 
medium-growth sectors in most 
Member States across the Com­
m u n i t y . T h e r e is a l s o s o m e 
systematic tendency for countries 
with a re la t ive ly high level of 
value-added per employee, or pro­
ductivity, in high-growth sectors 
also to have a similarly high level 
in other industr ies . Broadly the 
same is true of the relative growth 
of productivi ty over the period 
1980 to 1987. 

Average l abou r costs per em­
ployee are closely related to the 
level of productivity across the 
C o m m u n i t y . B o t h a r e m u c h 
higher in the Northern countries 
like Germany or the Nether lands 
than in the Southern countries 
like Portugal or Greece. They also 
vary systematically across indus­
tr ies , with both average labour 
costs and productivity higher in 
h i g h - g r o w t h i n d u s t r i e s t h a n 
o the r p a r t s of m a n u f a c t u r i n g . 
Again th i s is a lso t r u e of the 
growth in labour costs and pro­
ductivity over t ime. As a result, 
uni t labour costs are no higher in 
high wage sectors than elsewhere 
— indeed they tend to be lower — 
and, between 1980 and 1987, they 
fell fairly consistently by more in 
industr ies where the growth of 
average wages — or labour costs 
— was highest. 

Skill Shortages: 
A Growing Problem 
in the Community? 

There is widespread and growing 
concern in the Community about 
the skill levels of its workforce. To 
remain competitive, Community 
producers are obliged to adapt their 
products and processes to new tech­
nological developments', which are 
occurring at an increasingly rapid 
rate as barriers to the international 
diffusion of innovations are re­
duced. As discussed in Chapter 7, 
this means having a workforce with 
the education and training required 
to h a n d l e new and cons t an t ly 
changing techniques. 

The extent of skill shortages and 
their effect on the competitiveness of 
Community products are, however, 
hard to judge, not least because the 
skills of individuals are closely bound 
up with the capital equipment they 
are using and the way the production 
process is organised. The evidence of 
business surveys suggests that skill 
shortages have become more acute 
since the mid-1980s in most parts of 
the Community. Since however this 
was a period of economic recovery 
and tightening labour markets, it is 
hard to disentangle short-term, tem­
porary problems from longer-term 
structural ones, though there is evi­
dence of growing problems in the UK 
and France in particular. There is 
also evidence that small firms find it 
more difficult to recruit skilled labour 
than large ones especially during 
periods of high growth. Regional 
studies carried out by the Com­
mission indicate that shortages of 
particular skills in both manufactur­
ing and services are found in most 
parts of Europe. 

Projections of employment needs all 
indicate a growing demand for 
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scientific and technical skills and a 
declining demand for unskilled wor­
kers. The results, however, are so 
general that it is hard to relate them 
to the future supply of skills from 
educational and t ra in ing estab­
lishments. Nevertheless it is clear 
that the provision of a high level of 
general education is a prerequisite 
for increasing the capacity of the 
workforce to adapt to new skill re­
quirements quickly and flexibly. In 
this respect the significant expan­
sion both of secondary and higher 
education in the Community over 
the past 20 years is encouraging. 
However, though most Member 
States have shared in this expan­
sion, differences between countries 
in educational provision remain 
large. 

So far as training is concerned, lack 
of reliable data makes it difficult to 
discern the scale of current efforts. 
The Community's Labour Force Sur­
vey, however, throws some limited 
light on this. It reveals that while 
training activities increased in most 
Member States during the 1980s, 
most training is carried out without 
Government support. Moreover, in 
most countries, publicly financed 
training is directed more towards the 
unemployed than those in work. 

Imbalances in the scale of train­
ing across the Communi ty are 
considerable. The proportion of 
people receiving t ra ining in 1989 
was generally lower in the South 
of the Community than the North, 
varying from under 2% in Greece 
to over 15% in the Netherlands 
and Denmark. 10% of the unem­
ployed in the Community as a 
whole were rece iv ing t r a i n i n g 
when surveyed in 1989, although 
in the Netherlands the figure was 
30% and in Denmark and Ger­
many 15-20%. In Greece, Ireland, 
P o r t u g a l and Belgium, it was 
under 5%. 

20% of all labour market training 
takes place within companies. This 
is more prevalent in the service sec­
tor, particularly in business and 
public services, than in manufac­
t u r i n g . To some degree , adu l t 
training can be regarded as com­
pensating for deficiencies in the 
initial education and training sys­
tem which failed to provide people 
with the required skills. This might 
explain the relatively low level of 
continuous on-the-job training in 
Germany where the dual system 
gives young people a range of skills 
before they begin full-time work. 

National government regulation of 
training varies markedly between 
Member States, with compulsory 
levy/grant schemes operating in 
France and Ireland. In both coun­
tries, however, the level of training 
is around the Community average. 
In the Netherlands and Germany as 
well as F r a n c e , r e g u l a t i o n is 
through collective bargaining and 
the funds made available seem to 
h a v e boos t ed t r a i n i n g in t h e 
Netherlands at least. 

Two broad approaches to govern­
ment-supported t ra ining can be 
identified; a compensatory approach 
which concentrates resources and ef­
forts on disadvantaged groups and a 
preventive approach which aims to 
upgrade the skills of the workforce 
generally. Spain and Greece tend to 
follow the first approach, Denmark 
and to a lesser extent the Nether­
lands, Belgium and Ireland the 
second. 

Community Action 
to Promote the 
Employment 
of Women 

Women played an increasingly im­
portant role in the labour market in 

the Community throughout the 
1980s. Women's employment in­
creased at twice the rate for men 
between 1985 and 1990, yet the pro­
portion of women of working-age in 
employment is still under 50% as 
against 75% for men and is consid­
erably lower than this in many 
parts of Southern Europe. Many 
barriers remain preventing women 
having the same access to jobs as 
men and it is up to employers, trade 
unions, public policy makers at 
local, regional and national level 
and educational and training agen­
cies to rectify this situation. 

The principle of equal opportunity 
is enshrined in the European Com­
munity's Treaty and seeks to ensure 
that men and women are treated 
equally in terms of both pay and 
employment. Over the past three 
decades, a series of action pro­
grammes and other activities have 
been under taken at Community 
level in support of, and in addition 
to, widespread action at national 
level. The supplement addresses 
these issues. 

A Council Resolution on a Social 
Action Programme was adopted in 
1974 and led to measures aimed at 
achieving equal pay for equal work, 
equal access to employment and 
training and equal working condi­
t ions. From 1977 onwards , the 
Social Fund began financing train­
ing programmes for women. In 
1982, the Commission's First Equal 
Opportunities Action Programme 
was initiated for the period up to 
1986 and aimed at improving the 
rights of individual women in areas 
of social security, family leave, pro­
tective legislation, self-employment 
and agriculture. The Second Action 
Programme covering the period 
1986 to 1990 included measures in 
areas such as the law, new techno­
log ies , t h e s h a r i n g of fami ly 
responsibilities and creating in-
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creased a w a r e n e s s of women's 
rights. 

At the same time, equality in law 
has been pursued, and reinforced, 
by a series of Community direc­
t ives which, toge ther with the 
case law developed by the Euro­
p e a n C o u r t of J u s t i c e , h a v e 
provided the legal foundation for 
extensive changes in at t i tude, in 
labour marke t practices and in 
the deve lopment of ind iv idua l 
women's r ights in areas such as 
social security. The present inten­
tion is to ensure t h a t exis t ing 
Community law is more rigorous­
ly applied and monitored. 

The Third Action Programme on 
Equa l O p p o r t u n i t i e s began in 
January 1991 and will run to the 
end of 1994. A fundamental prin­
ciple is to strengthen partnership 
between all the bodies concerned — 
t h e Commis s ion , t he M e m b e r 
States, both sides of industry and 
local and regional authorities. Its 
basic aims are to consolidate what 
has already been achieved and to 
deve lop new schemes to he lp 

women in vocational training and 
employment as an integral part of 
C o m m u n i t y po l ic ies a n d pro­
g r a m m e s . It e m p h a s i s e s t h a t 
improving the integration of women 
in the labour market is an essential 
part of economic and social cohesion 
in the Community. 

The quality of the work done by 
women is a key focal point. The kind 
of jobs open to women depends in 
large measure on the training they 
are able to receive. The NOW pro­
gramme, which is financed through 
the Structural Funds and is part of 
the Third Action Programme, pro­
vides funds for t h e vocat ional 
t r a in ing of women, support for 
small businesses and labour mar­
ket advice. 

The Third Programme also aims to 
s t r e n g t h e n t h e i n t e g r a t i o n of 
women in the labour market by sup­
porting measures for reconciling 
w o r k i n g life a n d f ami ly r e s ­
ponsibili t ies, such as increased 
provision for childcare facilities, 
which is a significant obstacle to 
women's access to jobs. 
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Chapter 1 Employment in the Community 

The rapid rate of employment growth since the mid-1980s 
has come to an end and unemployment has started to rise 
again in parts of the Community. A number of industries are 
experiencing particular difficulties requiring specific action. 

Introduction 

From 1985 through to early 1990, 
employment in the Community 
increased at a faster ra te than at 
any time since the 1950s. How­
ever, the fall in unemployment 
which accompanied it was much 
less and, by the beginning of 1991, 
unemployment had begun to rise 
once again as employment growth 
slowed. This increase in unem­
ployment is expected to continue 
throughout the year and into 1992 
(see Chapter 2). 

The increases in unemployment in 
recent months have been felt on the 
labour market in the 'normal' way — 
particularly affecting those seeking 
to enter the labour market, or those 
recently arrived, such as young 
people and women. However, these 
increases in unemployment have 
also been associated with economic 
difficulties in specific industries, not­
ably in the manufacturing sector, 
with the automobile and defence in­
dustries being particularly affected. 
Coupled with existing concerns for 
employment in more traditional in­
dustrial sectors, such as textiles and 
clothing, it adds up to a much more 
sober picture of the Community la­
bour market than that which was 
apparent a year ago. 

While the Community is forecast to 
return to stronger economic and 
employment growth beyond 1992, 
the fact tha t unemployment has 
bottomed out at 8.3%, or 12 million 
people, gives rise to concern about 
the Community's capacity to fulfil 
its fundamental employment objec­
tives, and implies a need to focus 
increased attention on these deep-

seated economic and labour market 
problems. 

In effect, over the period 1985 to 
1990, only around 30% of net ad­
ditional jobs were filled by people 
p rev ious ly r eco rded as unem­
ployed. The remaining 70% of jobs 
were filled by people previously 
recorded as inactive. If future em-

1 Share of working-age populat ion in employment in 
the Community and e l sewhere 1965-90 

1970 1975 1980 1985 1990 
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2 Recent increase in unemployment and short-time 

working in the five new German Länder 1990/91 
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ployment growth had a similar ef­

fect in a t t ract ing new ent ran ts — 

and there is no reason to suppose 

tha t it will not — then, in order to 

achieve, say, a 50% reduction in 

the ra te of unemployment in the 

Community from its present aver­

age level to around 4% (the ra te 

prevailing in the low unemploy­

m e n t regions) , an i nc rease in 

employment of 12­15% would be 

required — in other words, 15­20 

million extra jobs. 

Opportunities 
and Challenges 

The opportunities for growth and 

employment creation offered by the 

completion of the Internal Market 

and the eventual unification of 

monetary policy, on the one hand, 

and by the liberalisation of the Cen­

t r a l a n d E a s t e r n E u r o p e a n 

economies, on the other, remain 

real and substantial. The develop­

ments in recent months, however, 

will have dispelled any illusions 

that securing the potential benefits 

will be easy or painless. 

Coming on top of the slow­down in 

domestic growth, the conflict in the 

Gulf has brought home the vulner­

ability of the Community to political 

and economic s t ab i l i t y in the 

Middle East, which is both a key 

source of energy to Western Europe, 

and a major market for Community 

producers. 

Declining production, and the emer­

gence of significant unemployment 

in many Central and Eastern Euro­

p e a n c o u n t r i e s a r e p o t e n t 

reminders of the scale of the prob­

lems which these countries have to 

overcome in making the transition 

from centrally planned economies, 

isolated from the outside world, to 

open market economies which have 

to survive in world markets. 
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The experience since unification in 
what was East Germany is not fully 
comparable. Nevertheless it is an 
example of the difficulties involved 
in such a transition. There, in what 
was one of the most advanced econ­
omies in the Eas te rn bloc, and 
despite enormous German Govern­
ment assistance, output has fallen 
markedly over the past six months 
and u n e m p l o y m e n t h a s r i s e n 
sharply (see Box). 

The instability and economic prob­
lems besetting countries to the East 
and South of the Community are a 
serious potential obstacle to the 
Community being able to achieve 
sustained economic growth and 
high rates of employment creation 
in the 1990s. Further afield, the US 
economy is in recession and, al­
though this may prove short-lived, 
its capacity to act as an engine of 
growth for the world economy is se­
verely restricted. 

Employment 
Performance 

A general indicator of an economy's 
success or failure in providing em­
ployment for the people who live 
there is the employment rate — the 
ratio of the total numbers in work to 
the popula t ion of working-age 
(those aged between 15 and 64). 

This employmen t r a t e h a s in­
creased steadily in the Community 
since 1984, after having fallen con­
tinuously over the preceding 11 
years . By 1990, the proportion 
reached 60%. That was, however, 
still well below the level in the rest 
of Western Europe, the US and 
Japan, where employment amounts 
to 72-75% of working-age popula­
tion (Graph 1). 

Despite the employment growth of 
the past six years, therefore, the 

Labour Market Developments in 
East Germany 

Since monetary union on 1 July 1990, output in the five new 
Länder of Germany and East Berlin has fallen dramatically, and 
unemployment has risen sharply. Some of the impact has been 
cushioned, however, by schemes introduced by the Treuhand 
agency (which is in charge of restructuring and privatising State-
owned enterprises). These include specific actions to tackle labour 
market adjustment problems. 

Unemployment benefits have been introduced and, under a pro­
gramme managed by the Federal Labour Office, payments have 
been made to workers on short-time working. The Office pays 75% 
of previous net wages for a full week, and supplementary pay­
ments by firms in key industries can increase the amount to 95%. 

Labour market decline has been rapid, however, and the number 
of registered unemployed has increased from 272,000 in July 
1990 to 873,000 in April 1991, of which 82% receive an unemploy­
ment allowance. On top of this, the number of workers on 
short-time increased from 656,000 to 2,018,000. Unemployment 
and short-time working together account for almost a third of the 
total labour force. Of the unemployed, 44% are male, 56% female. 

As part of the programme to tackle unemployment and other 
labour market problems, early retirement schemes have been 
introduced. By end March 1991, over 400,000 workers aged 57 or 
over had taken advantage of the scheme, and another 200,000 
are now eligible following legislation reducing the age limit to 55. 
Retraining programmes, on the other hand, have been less suc­
cessful with 85,000 participants by end April 1991. East-to-West 
commuting of the order of 250,000 reduces pressures on the 
labour market in the East, as does the estimated 20,000 emigra­
tion a month. 

The five new Länder face similar levels of unemployment, but 
their industrial and labour market difficulties are as varied as in 
other parts of the Community. While Mecklenburg-Vorpommern 
has 20% of its labour force in agriculture (mostly in collective 
farms), Sachsen-Anhalt has only 7% in agriculture and nearly 
44% in industry. Brandenburg has Berlin at its centre, but it is 
nevertheless the second most rural region of the former GDR with 
15% of the labour force in agriculture. 

Despite the short-term difficulties being faced, institutional inte­
gration is proceeding rapidly with a view to creating a common 
German labour market. Trade union structures are now in place 
in the East, either as extensions of Western trade unions or as 
partnerships between the West and new Eastern trade unions, 
and are seeking early convergence of wages. The metal workers 
trade union, I. G. Metall, for example, has set a target date of 
1994. 

21 



Chapter 1 Employment in the Community 

4 Long-term trends in employment growth in the 
Community, USA and Japan 1970-90 

Annual change (%) 

1970 1975 1980 1985 1990 

5 Unemployment rates in the Community and e l sewhere 
1970-90 

,_ % labojur force 
lb r 

1970 1975 1980 1985 1990 

Community is the only developed 
part of the world where the employ­
ment ratio in 1990 was below the 
level of 1970. 

The bright spot in these interna­
t ional comparisons is t h a t the 
C o m m u n i t y h a s been mov ing 
strongly in the r ight direction. 
Since the mid-1980s, the Com­
mun i ty h a s succeeded both in 
raising the employment/working-
age p o p u l a t i o n r a t i o , a n d in 
reducing unemployment, by more 
than Japan or the rest of Western 
Europe. 

Putting this recent performance in 
historical and international per­
spective, the years 1987 to 1990 
were the only ones since 1970, 
(apart from 1973) when employ­
ment in the Community grew by 
more than 1% a year. The last four 
years were also the only period over 
the past two decades when the Com­
munity's record on job creation was 
anywhere near comparable with 
that of the US or Japan. Between 
1971 and 1987, there were only two 
years ( 1975 and 1982 ) when the rise 
in employment in the Community 
was higher than in the US and only 
one year ( 1974), when it was higher 
than in Japan (Graph 4). 

Unemployment 
Trends 

Unemployment in the Community 
has fallen since 1986 by more than 
in the US, Japan or the rest of West­
ern Europe, after increasing by 
substantially more than these coun­
tries between the mid-1970s and 
the mid-1980s (Graph 5). Neverthe­
less, at the end of 1990, despite the 
historically high rate of employ­
ment growth, unemployment at just 
over 8% of the labour force was still 
significantly higher in the Com­
munity than elsewhere. In the US, 
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the unemployment rate was around 
5%, while in Japan and the rest of 
Western Europe, it was under 3%. 

The decline in unemployment in the 
Community which started in 1985 
and went on almost continuously 
from then until the last few months 
of 1990 has, however, now come to 
an end, at least temporarily. In the 
Community as a whole, unemploy­
ment has gone up since November 
1990 from 8.3% to 8.7% in May 
1991. An additional 600 thousand 
have therefore become unemployed 
in just six months. Equally disturb­
i n g l y , t h e l a t e s t s h o r t - t e r m 
forecasts project cont inuing in­
creases in unemployment for the 
remainder of this year and into 
1992 (see Chapter 2). 

So far, however, the rise in unem­
ployment has been concentrated in 
certain Member States — Belgium, 
France, Greece, Ireland and most 
especially the UK where the num­
bers out of work a re going up 
rapidly. Elsewhere, unemployment 
has not changed much or has conti­
nued to fall. 

However, unemployment remains 
very unevenly spread within the 
Community, with many areas ex­
periencing persistent high levels. In 
1990, in large parts of Spain, South­
ern Italy, Ireland, both North and 
South of the border, and the ex­
treme South of France the rate of 
unemployment exceeded 12%, and 
in some cases 15%. By contrast, it 
was below 4% in Southern Ger­
many, Northern Italy and the South 
ofEngland(Map6). 

Over half of the unemployed in the 
Community have been out of work 
for a year or more. In general, areas 
of the Community where total un­
employment is high also have high 
rates of long-term unemployment. 
In both parts of Ireland and in many 
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8 Youth unemployment rates 1990 
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the Member States 1985-89 

% change 

Β F GR IRL L DK D UK Ρ E NL 

regions of Spain and Southern Italy, 
people who had been unemployed 
for at least a year amounted to over 
8% of the labour force in 1989. In 
low unemployment areas — South­
ern Germany and the South of 
England, for example — the figure 
was less than 2% (Map 7). 

Women are particularly affected by 
unemployment , with unemploy­
ment rates higher than those of men 
in all Community countries, except 
the UK. The disparity between un­
employment rates of women and 
men is particularly marked in the 
Mediterranean countries of Spain, 
Portugal, Greece and Italy where 
women's unemployment rates are 
double, or more, those of men (see 
Chapter 3). 

In most parts of the Community, 
and especially in the South, unem­
ployment remains disproportion­
ately concentrated among young 
people under 25 years old. These 
accounted for around 35% of the 
total numbers unemployed across 
the Community and for over 30% of 
the long-term unemployed. In the 
high unemploymen t regions of 
Spain and Southern Italy, the rate 
of unemployment among young 
people in many cases exceeded 30%> 
in 1990 (Map 8). 

Employment Growth 
1985 to 1990 

While the employment growth be­
t w e e n 1985 a n d 1990 w a s 
experienced by all Member States 
there was considerable variation in 
that growth, especially as regards 
the s h a r e s t a k e n by men and 
women (Graph 9). The increase in 
total employment was particularly 
striking in four Member States, 
with rises of 10% and more in the 
UK, P o r t u g a l , S p a i n and t h e 
Netherlands. These four together 
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accounted for over 70% of the rise in 
employment in the Community 
over the period. (The figures used 
here are from the Community La­
bour Force Survey and may differ 
sligthly from national sources.) 

Employment of women grew at 
twice the rate ofthat of men over 
these four years — 9% as against 
4% for men. Only in Germany 
was the difference minimal. The 
difference was most extreme in 
I t a ly , Belg ium and I r e l a n d 
where male employment ac­
t u a l l y dec l ined as female 
employment increased by be­
tween 7% and 9%. Overa l l , 
women's employment grew least 
in France at 4% and most in 
Spain and in the Netherlands at 
over 25% ( a l t h o u g h in the 
Netherlands a high proportion of 
the additional jobs were part-
time). 

Changes in 
Unemployment, 
1985 to 1990 

in relation to the female labour 
force, of 2%, since the latter in­
creased by 10% over this period. 

The overall fall in unemploy­
ment between 1985 and 1990 
was not common to all Member 
States. In Italy and Denmark, 
the a v e r a g e r a t e i n c r e a s e d 
slightly over this period. More­
over there was no systematic 
relationship between the net ad­
dition to jobs and the change in 
unemployment. In particular, in 
the Netherlands, the numbers 
employed increased by more 
than anywhere else in the Com­
m u n i t y , ye t u n e m p l o y m e n t 
declined only slightly and the 
number of women unemployed 
went up. By contrast, in Belgium 
unemployment fell by more than 
average, yet the rise in employ­
ment was among the lowest in 
the Community. 

Hidden labour supply 
Clearly the modest fall in unem­
ployment in the Community, as 
well as the marked difference in 
experience as between countries, 
reflects the fact that most of the 
additional jobs created between 
1985 and 1990 were not filled by 
those recorded as unemployed. In­
stead they were filled by young 
people looking for a job for the 
first time and by people who were 
not officially counted as available 
for employment — the so-called 
inactive section of the population. 
It is the substantial numbers in 
this latter category, almost 50% of 
working-age population in the 
case of women, who in practice 
constitute a permanent, if hidden, 
pool of labour from which a large 
proportion of positions are filled 
whenever the demand for labour 
increases. 

10 Changes in employment, unemployment, participation 
and working-age population by sex 1985-90 

The substantial growth in em­
ployment between 1985 and 1990 
— a net addition of over 9 million 
jobs — had a much more modest 
effect on unemployment, which 
fell by only 3 million — from the 
high of 15 million at the beginning 
of the period to just under 12 mil­
lion (Graph 10). 

Most of this reduction was ac­
c o u n t e d for by a fall in 
unemployment among men, of 
2.4 million over these five years. 
By c o n t r a s t , the number of 
women recorded as unemployed 
declined by only 600 thousand. 
This relatively small decline, 
however, was associated with a 
larger fall in the rate of unem­
ployment for women expressed 
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This labour reserve is substantially 
bigger in the Community than in 
other comparable countries, as re­
flected in the much lower ratio of 
employment to working-age popu­
lation here than elsewhei'e. Thus in 
practice differences in official rates 
of unemployment , even though 
standardised to be comparable, ac­
c o u n t for l e s s t h a n h a l f t h e 
difference in the employment rate 
between the Community and other 
industrialised parts of the world. 
The major part of the difference 
arises from the much lower partici­
pation rate of people of working-age 
in the labour force, especial ly 
women. 

Of the net addition to jobs created 
between 1985 and 1990, around 
30% were effectively filled by people 
moving out of unemployment, near­
ly 45% by young people coming onto 
the labour market for the first time 
(i.e. by an increase in young people 

coming of working age relative to 
people reaching 65 ) and the remain-
i n g 2 5 % by p e o p l e who h a d 
previously been recorded as inac­
t ive ( G r a p h 10). In p r a c t i c e , 
therefore, this latter group was res­
ponsible for around 2.5 million of 
the net increase in employment. 

More than all of this increase in 
participation in employment over 
these five years was accounted for 
by women. Almost 4 million women 
moved into employment in this peri­
od after previously being counted as 
inactive. As against this, almost 
1 million men moved from being 
employed to being inactive, so effec­
tively disappearing from the labour 
market. 

The low employment rate in the 
Community is explored further in 
Chapters 3 and 4 of this Report, 
which also contain a more detailed 
examination of unemployment, at a 

11 GDP and employment growth in the Member States 
1985-89 

Average annual % change 

Community, Member State and re­
gional level. 

Structural 
Employment Issues 

While the employment prospects in 
the Community will depend to a 
large extent on the overall rate of 
economic growth achieved in the 
Community and elsewhere, there 
are a number of other structural 
changes which could affect it into 
the 1990s, even if stronger growth 
is re-established. These include: 

• the relationship between em­
ployment and output growth — 
a relationship which seems to 
have changed significantly in 
the second half of the 1980s; 

• shifts in employment between 
broad sectors of activity with, in 
particular, the continued 
growth of services relative to 
industry and agriculture; 

• particular employment prob­
lems currently occurring in 
certain sectors; 

• the growth of self-employment 
— which has been associated, 
to some extent, with the growth 
of services and the persistence 
of unemployment in the 1980s 
— and the growth in part-time 
employment. 

Employment growth 
and output growth 
in Member States 

Although economic growth in the 
Community was stronger in all 
Community countries in the second 
half of the 1980s than in the first 
half, that growth was not evenly 
distributed between the Member 
S ta tes . Annual average growth 
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rates varied from 2% or less in 

Greece and Denmark to 4% and 

more in the UK, Spain, Portugal 

and Luxembourg (Graph 11). (It 

should be noted that the figures for 

GDP growth in this graph have 

been calculated for the period end­

1984 to end­1989 to m a k e an 

approx imate al lowance for the 

tendency for the effect of output 

growth on employment to take 

around 6 months to show up.) 

Countr ies with the h ighest job 

growth were invariably those with 

the fastest growth of GDP. How­

ever, high output growth did not 

stimulate high employment growth 

in all cases. Italy and Luxembourg 

— both countries where the growth 

of GDP between 1985 and 1989 was 

above the Community average — 

e x p e r i e n c e d a be low a v e r a g e 

growth in employment. 

Four Member States clearly outper­

formed the rest with respect to job 

creation over the period 1985 to 

1989. In one of these, however, the 

Netherlands, the majority of jobs 

created were pa r t ­ t ime and, if 

allowance is made for this (by 

counting 2 part­time jobs as equal 

to 1 full time) the rise in employ­

ment is reduced from over 4% a year 

to close to the Community average, 

at around 2% a year. The other 

three countries, Spain, Portugal 

and the UK enjoyed growth rates of 

employment of between 2.3% and 

3.7% a year over this period — rates 

at least double those in the remain­

ing e igh t M e m b e r S t a t e s , the 

Nether lands apar t . All three of 

these countries experienced GDP 

growth well above the Community 

average over this period, at around 

4% a year or more. 

In terms of achieving convergence 

of income per head and of employ­

ment opportuni t ies , the perfor­

mance of Spain and Portugal was 

encouraging. Although these Mem­

ber States experienced above aver­

age population growth between 

1985 and 1989 — which reduced the 

apparent improvement in terms of 

income per head — they narrowed 

the gap in economic performance 

between themselves and the rest of 

the Community over this period 

after a decade or more in which it 

had widened (see Chapter 4). 

Ireland and Greece performed less 

well although, in the case of Ireland, 

the indications are mixed. Follow­

ing a poor growth performance up 

to 1986, it has sustained an increase 

in GDP well above the Community 

average since then, and, in 1989, 

achieved a growth rate of almost 

6%. Despite this, however, employ­

ment rose by only just under 0.7% a 

year between 1985 and 1989. 

The performance of Greece is the 

most disappointing. GDP growth 

thei^e averaged less than 2% a year 

over the period, although with a net 

addition to jobs of 0.6% a year. 

Moreover, problems of high infla­

t ion and l a rge budge t deficits 

remain unresolved and clearly con­

s t r a i n t he coun t ry ' s abi l i ty to 

narrow the income gap with the 

more prosperous areas of the Com­

munity. 

Employment, output 
and productivity 
relationships 

Output growth between 1985 and 

1990 brought considerable improve­

ments in employment. However, 

although the growth of GDP over 

this period was much higher than 

during the first half of the 1980s, it 

averaged only around 3% a year. 

That was similar to the rate achieved 

in the 1975 to 1979 recovery follow­

ing the first oil price shock, and it 
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was well below the rates sustained 
throughout most of the 1960s and 
early 1970s (Graph 12). 

The unusual aspect of the recent 
period was not so much the rate of 
growth of output, as the rate of 
growth of employment. Despite only 
3% economic growth a year, net job 
creation averaged around 1% a year 
— a higher rate than at any time 
since the 1950s. 

Thus, the expansion in employment 
was associated, not with an un­
usually rapid growth of output, but 
an unusually low growth of GDP per 
person employed. This reduction in 
the growth of output per person, or 
productivity, has occurred, more­
over, at a time when the reverse 
might have been anticipated taking 
into account the Internal Market 
programme, the growth of invest­
ment and the spread of technology 
in general. 

The efficiency and productivity 
gains arising from the removal of 
artificial barriers to internal com­
pe t i t i on of t he Single M a r k e t 
programme would seem therefore 
to have been reduced by other fac­
tors. 

The Community is not alone in this 
experience. The apparent fall in 
productivity growth is evident in 
the US on an even more pronounced 
scale, although it occurred more 
there in the 1970s (when output per 
person hardly increased at all) than 
in the 1980s (when the rise never­
theless only averaged a modest 1% 
a year). 

One possible explanation of this 
slowdown in productivity growth 
is tha t it reflects the shift in em­
p l o y m e n t f rom i n d u s t r y to 
services — i.e. from high produc­
t i v i t y to low p r o d u c t i v i t y 
activities. 

F u r t h e r analysis demonst ra tes , 
however, that only a small part of 
the reduction in output per person 
in recent years can be attributed to 
this sectoral shift. Contrary to what 
is often assumed, the level of output 
per person in services is more or less 
the same as the level in industry 
rather than below it. Moreover the 
growth of productivity over the past 
two decades has been broadly the 
same in the two sectors. The shift in 
employment from industry to ser­
vices has, therefore, had little effect 
on output per person in the economy 
as a whole. 

The movement of labour out of agri­
cu l tu re (where product iv i ty is 
relatively low) into other sectors 
(where it is higher) has had some 
effect in the past in boosting overall 
output per person. However over 
the past 20 years, when employ­
m e n t in a g r i c u l t u r e h a s been 
comparatively small, the effect has 
also been small. 

13 Annual growth of value-added and productivity in 
industry and services in the Community 1971-1989 
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Over time, there is evidence of the 
same kind of slowdown in productiv­
ity growth in both industry and 
services separately as is apparent for 
the Community economy as a whole. 
In both services and industry the 
slow-down seems to da te from 
around 1983 or so. Up to that year, 
productivity in industry tended to 
grow significantly faster than output 
— the average growth of net output 
was 1.5% a year between 1971 and 
1983, the average growth of produc­
tivity 3% a year — giving rise to a 
subs tan t i a l fall in employment 
(Graph 13A). After that year, the gap 
between the two has been much nar-
r o w e r , p r o d u c t i v i t y g r o w t h 
averaging 2.5% a year as against 
output growth of 2% a year between 
1983 and 1989. As a result, employ­
ment in industry has fallen at a 
slower rate than before. Chapter 6 
explores developments in the indus­
trial sector in greater detail. 
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In services, the growth of output 
has fluctuated by much less than in 
industry and has been consistently 
above the growth of productivity 
th roughou t the post -war yea r s 
(Graph 13B). As a consequence, em­
ployment in services has grown at a 
fairly steady rate. Between 1971 
and 1983, the average growth of 
service output was 3% a year while 
productivity rose at an average of 
1.5% a year. Between 1983 and 
1989, service output growth aver­
aged 3.5%, productivity 1.6% and 
employment therefore increased by 
around 0.5% a year more t han 
would have been expected on the 
basis of the previous relationship. 

Employment, output 
and productivity in 
Member States 

The recent slowdown in productiv­
ity growth seems to be a widespread 
feature of recent history in most 
Member States. In 8 of the 11 coun­
tries for which comparable data are 
available, the increase in real out­
put per person was significantly 
less in the period 1984 to 1989 (the 
period of economic recovery) than 
would have been expected on the 
basis of the relationship between 
productivity and output growth 
over previous phases in the econ­
omic cycle — 1973 to 1979 and 1979 
to 1984 (Graph 14). In Germany, for 
example, GDP grew at a slightly 
higher rate between 1984 and 1989 
than in the period 1973 to 1979. The 
growth in overall productivity, how­
ever, was only just over half as 
much (1.5% as against nearly 3%). 
In the Netherlands, GDP growth in 
the later period was slightly below 
that in the 1970s, but the rise in 
productivity was only a third as 
high. 

At the extreme, in Spain, the an­
nual growth of GDP between 1984 

14 Annual average changes in GDP and productivity in 
the Member States 1973-79,1979-84 and 1984-89 
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16 Annual average changes in value-added and 
productivity in services in the Member States 

1973-79,1979-84,1984-89 
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Top bar 1973-79, middle bar 1979-84, bottom bar 1984-89 P: no data for 1973-79 

17 Real wages and productivity in the Community 
1978-1989 

Annual % change 

and 1989 was almost double the 
rate between 1973 and 1979, yet 
productivity increased at less than 
half the rate in the earlier period. 

The only countries not to have ex­
p e r i e n c e d a s lowdown in 
productivity growth since 1984 are 
France, Italy, Portugal and the UK. 
Only in the three former cases was 
the rise in GDP per person employed 
between 1984 and 1989 in line with 
what would have been expected from 
the relationship to GDP growth 
which held before this period. 

Much the same pattern emerges if 
changes in output and productivity 
are examined in industry and ser­
vices separately (Graphs 15 and 
16). Again both Italy and Portugal 
show no evidence of a slowdown in 
productivity growth since 1984 in 
either of these sectors. For Greece 
and France, however, some slow­
down is apparent in the service 
sector, although not in industry. For 
the other Member States, a reduced 
rate of productivity growth is evi­
dent in the most recent period in 
both industry and services, apart 
from services in Denmark, where a 
small increase is evident, and in the 
UK where the annual growth in pro­
ductivity rose dramatically. 

Another possible explanation of the 
slowdown in productivity growth is 
tha t the number of persons em­
ployed has become a misleading 
indicator of labour input, because it 
measures heads rather than hours 
worked. To the extent that average 
hours worked have declined and 
part-time work increased, measur­
ing productivity in terms of output 
per person would tend to underesti­
mate productivity growth. 

However, when appropriate adjust­
ments are made, it makes little 
difference to the calculation of pro­
ductivity growth between 1985 and 
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1989. Only in the case of the Nether­

lands — where there has been a 

particularly large increase in the 

importance of part­time working — 

is the figure for productivity growth 

significantly raised over this period 

(by 1.3% a year) if an estimate of 

hours worked (rather than numbers 

of people) is used to measure em­

ployment. 

A third explanation could be that 

the high levels of unemployment 

which have prevailed over recent 

years and which have hit unskilled 

workers particularly hard may also 

have been a factor. (In the US, high 

levels of unemployment were also 

accompanied by high growth of 

working­age population. ) Job short­

ages and the excess supply of labour 

may have meant, on the one hand, 

that people have been prepared to 

work at lower wages and, on the 

other, that employers have sought 

people willing to perform activities 

at wage levels which made them 

profitable. 

In fact, the growth in real wages 

over the 1980s across the Com­

munity has been well below the 

g rowth of l abo u r p roduc t iv i ty 

(Graph 17). Widening disparities in 

income are also apparent in many 

Community countries, where there 

has been a tendency for wages of 

those at the bottom of the scale to 

increase by less than those further 

up. All of this evidence could sup­

port the view t h a t the drop in 

productivity reflects a general shift 

in this period towards more low 

wage, low investment and low pro­

ductivity jobs. 

Sectoral Shifts 
in Employment 

In common with most other indus­

trialised parts of the world, the 

Community has seen a long­term 

shift in the sectoral distribution of 

e m p l o y m e n t t o w a r d s se rv i ces 

(Graph 18). Up to 1973 or so, this 

shift was largely at the expense of a 

decline in employment in agricul­

ture, with the share of services in 

total employment increasing from 

43% to around 50%, and the agricul­

tural share falling from over 16% to 

just over 11% (see Chapter 5). Since 

then, employment in services has 

continued to expand until, in 1989, 

it accounted for over 60% of Com­

m u n i t y e m p l o y m e n t . W h i l e 

employment in agriculture has con­

tinued to fall, there has also been a 

decline in employment in industry, 

which in 1989 was responsible for 

32% of employment compared with 

nearly 40% in 1973. 

The almost universal nature of the 

trends is reflected in the fact that 

between 1965 and 1988 (the last 

year for which comparable data are 

available), the change in the dis­

tribution of employment between 

broad sectors was almost identical 

in the rest of Western Europe to 

that in the Community (Graph 19). 

Japan showed an even more pro­

nounced shift of employment from 

agriculture to services and, unlike 

the Community or indeed the US, 

experienced an increase in the 

relative employment size of the in­

dustrial sector, from being smaller 

than t ha t of the Community in 

1965, in comparat ive t e rms , to 

being larger than the Community 

— with 34% of total employment 

compared with the Community's 

32%. 

There is little sign of any slow­down 

in the trend shift to employment in 

services — indeed there is some evi­

dence of an acceleration in the 

Community over the 1980s. The ex­

perience of the US is illuminating in 

this respect. The proportion of the 

US workforce employed in services 

18 Sectoral employment trends in the Community 
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19 Sectoral distribution of employment in the Community 
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in 1965 was 58%, (i.e. only slightly 

below that of the Community now) 

and hence the growth of service em­

ployment was less between 1965 

and 1988 than in the Community, 

J a p a n and the res t of Europe. 

Nevertheless, by 1988, the service 

share of employment in the US had 

reached 70% and the industry share 

had fallen to 27% (Graph 19). 

The sectoral pattern of distribution 

in the US is similar to that in a 

number of the more prosperous 

Community countries. In 1989, the 

proportion employed in services in 

the Netherlands, Denmark, Lux­

embourg, Belgium and the UK was 

between 65% and 70%, while the 

proportion employed in industry 

was between 25% and 30% (Graph 

20). In the poorer countries, em­

ployment in services was much less 

— in Portugal and Greece, less than 

50%, in Spain and Ireland, less than 

55% — although the proportion em­

ployed in industry was no higher 

than elsewhere. 

The one prosperous country where 

the share of employment in services 

is significantly out of line is Ger­

m a n y . Here the p ropor t ion of 

employment in services, at around 

55%, is on a par with Spain and 

Ireland. By contrast, 40% of the 

German workforce is employed in 

industry, much more than in Japan, 

and similar to the Community aver­

age of 25 years ago. 

In terms of the period 1985 to 1989, 

almost all the additional jobs cre­

ated were in the service sector 

(Graph 21). Indeed, the increase in 

employment in services was greater 

than the total increase in employ­

ment since over 1 million jobs were 

lost in agr icul ture . Apar t from 

building and construction (where 

the level of employment is particu­

larly sensitive to the overall rate of 

economic growth) there was little 
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net increase in employment in in­
dustry for the Community as a 
whole. 

Within the service sector, increases 
in employment were most pro­
nounced in distribution and hotels, 
in banking and finance — which, in 
percentage terms, showed the big­
gest rise of all. Despite being a small 
sector (accounting for under 10% of 
total employment) banking and fin­
ance was responsible for over 25% of 
overall employment growth in this 
period. More recently, however, 
some decline has set in. Health, edu­
cation and other services accounted 
for over 40% of the total addition to 
jobs over this period. 

Sectoral Employment 
Problems 
While there has been long-standing 
concern about the general level of 
productivity and trade performance 
within much of Community indus­
t ry , t he r e has been p a r t i c u l a r 
concern, recently, about the employ­
ment consequences of structural or 
market changes currently taking 
place in certain sectors. 

Three industries in particular raise 
concerns: 

• the defence industry, where im­
proved prospects for peace have 
reduced demand and streng­
thened pressures for 
diversification; 

• the automobile industry, where 
a strong cyclical downturn coin­
cides with problems of 
productivity; 

• the textiles, clothing and 
leather industries, where many 
less developed regions fear that 
their limited industrial base is 
under threat. 

The defence industry 
The defence industry is an import­
a n t emp loye r in a n u m b e r of 
Community countries but the mar­
ket for the products manufactured 
by the industry has grown slowly in 
recent years and it may well decline 
in the future. 

There are two main reasons for this. 
Firstly, public spending on defence 
is being reduced in most countries, 
at least in real terms, as relations 
with the Soviet Union improve and 
tensions in Europe ease. Purchases 
of military equipment by national 
governments are being cut back and 
investment in new weapons' tech­
nology shelved. 

Secondly, the Gulf War has served 
to raise questions about trade in 
a r m a m e n t s a n d t h e p r o b l e m s 
caused by supplying mass destruc­
t ion w e a p o n s to T h i r d World 

countries. This may well lead to 
more restrictions on exports to cer­
tain regimes. 

M a n y c o m p a n i e s i n v o l v e d in 
defence production have been diver­
sifying into other areas of activity 
for some time. Indeed, most major 
companies in the industry now have 
a high proportion of turnover in 
other areas and, in many cases, 
defence equipment now represents 
a minor part of their sales. Never­
theless, there are many problems in 
switching to other types of activity. 

Moreover, although the industry 
appears to be dominated by large 
companies, the majority of firms in­
volved are small and specialised. In 
the UK, an estimated 10,000 separ­
ate enterprises were involved in 
defence production in 1989, while in 
France the figure was around 8,000. 
They tend to work on a sub-contract 
basis, producing equipment or com-

21 Contribution of economic act ivit ies to the net change 
in employment in the Community 1985-89 
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ponents to detailed specifications 
and lack the expertise to develop 
outlets for alternative products. 

In t e rms of economic size, the 
defence industry is not among the 
largest in the Community. Its im­
portance derives ra ther from the 
high technological content of the 
production process and product 
development, on the one hand, 
and from its political s ta tus con­
nected to national security, on the 
other. Individual defence contrac­
tors, for the most par t , do not 
figure among the highest-ranking 
companies by turnover in any Eu­
ropean country. 

It has been estimated that a sub­
stantial share of defence industry 
turnover in each Member State is 
accounted for by its own defence 
procurement budget. According to 
NATO figures, combined Com­
m u n i t y p r o c u r e m e n t b u d g e t s 

amounted to some 30 billion ECU in 
1989. 

Although no trade figures are pub­
l ished by na t iona l au thor i t i e s , 
independent est imates made by 
SIPRI, the Stockholm International 
Peace Research Institute, suggest 
that nearly 7 billion ECU of major 
conventional weapons were ex­
ported by Community countries in 
1989. Since 1984, exports have fal­
len sharply to less than 70% of their 
value in constant prices. There is 
little intra-Community trade and 
the.bulk of Member States' imports 
come from the US. 

Because of secrecy, and because of 
problems in identifying defence in­
dustries in industrial statistics, it is 
difficult to obtain accurate esti­
mates of employment. Neverthe­
less, it has been estimated that 
some 1.5 million people are em­
ployed in defence and defence-re-

22 Employment in defence as a share of manufacturing 
employment 1988/89 
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lated industries in the Community. 
This includes indirect employment, 
i.e. all subcontracting outside the 
ma in con t rac to r ; m a i n t e n a n c e 
works; and civilian production re­
sulting from offset agreements re­
lated to military acquisitions. 

In addition to those employed in the 
defence industry, significant num­
bers of people work in the armed 
fo r ce s . In 1989 , t h e n u m b e r 
amounted to some 2.8 million or just 
over 2% of total employment. Some 
of these jobs are also vulnerable. 

The importance of the defence in­
dustry varies markedly between 
Member States. It is of greatest im­
portance in the UK and France. In 
the UK, direct and indirect employ­
ment amounts to over 600,000 or 
11% of the manufacturing work­
force (though not all employees in 
defence industries will be classified 
to manufacturing). In France, it is 
responsible, directly or indirectly, 
for e m p l o y i n g a n e s t i m a t e d 
400,000 people, equivalent to over 
9% of employment in manufactur­
ing (Graph 22). 

Much of the employment in the UK 
and France, moreover, is concen­
t ra ted in cer ta in regions — in 
Brittany, the South-West, South-
East, and Paris region in France, in 
the South-West and South-East in 
the UK. In some areas, the industry 
accounts for 15—20% of total em­
ployment. 

In the rest of the Community, em­
ployment in the defence industry is 
smaller, ranging from a figure equi-
v a l e n t to a r o u n d 5% of t o t a l 
m a n u f a c t u r i n g employment in 
Spain and 4% in Belgium to just 
over 2% in Italy. 

Having high defence industry em­
ployment does not necessarily mean 
that a Member State will have large 
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armed forces. The highest number 

of people in the armed forces, in 

relation to the total work­force, is 

for Greece, where the figure was 

just under 5% of total employment 

in 1989, almost twice as high as 

anywhere else in the Community, 

despite Greece having a very small 

defence industry. In most Member 

States, the proportion of the work­

force in t he a rmed forces was 

between 1 and 2%. 

A high proportion of people em­

ployed in the defence industry are 

engineers and scientists with skills 

in short supply in the economy 

generally. In the UK, for example, 

60% of design engineers working in 

the mechanical engineering indus­

try are employed in defence­related 

activities. 

Reflecting this, defence activities in 

the UK and France absorb a sub­

stantial proportion of research and 

development resources. In 1987, 

28% of all R&D expenditure in the 

UK and 25% ofthat in France went 

on defence work, in both cases rep­

resenting a significant share of total 

public spending on R&D (Graph 

23). These proportions are below 

that of the US, but much greater 

than those in the rest of the Com­

munity — in Germany or Italy, for 

example — or in Japan. 

The automobile industry 

The automobile industry employs 

around 3 million people, approxi­

mately 6% of the Community 's 

i ndus t r i a l workforce. Of these , 

around 1.4 million work directly in 

assembly plants with another 1 to 

1.5 million in manufacturing com­

ponents . In addit ion, 2 million 

people are employed in distribution 

This employment, although span­

ning all Community countries, is 

concentrated in six: Belgium, West 

Germany, France, Italy, Spain and 

23 Research and development expenditures as a 
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the UK, which together account for 

over 90% of employment in compo­

nent manufacturing and assembly 

(Graph 24). 

Although world demand for auto­

mobiles is likely to recover its trend 

rate of growth in time, the auto­

mob i l e i n d u s t r y is c u r r e n t l y 

undergoing a major cyclical reces­

sion. In addition, the European 

industry is likely to experience, over 

t h e n e x t d e c a d e , s u b s t a n t i a l 

changes due to the Internal Market, 

increasingly strong external compe­

tition and the need to produce more 

'environmental ly­fr iendly ' auto­

mobiles. 

European automobile plants and 

autocomponent manufacturers are 

judged to be, on average, less pro­

ductive than the average Japanese 

plants. A recent study, by MIT, con­

cluded tha t European­owned car 

producers in 1989 had average pro­

ductivity of 35 hours per vehicle 

compared with 17 for Japanese­

owned firms based in Japan, 21 for 

Japanese in North­America, and 25 

for Americans in North­America 

(Graph 25). Quality, measured by 

the number of defects per 100 ve­

hicles, showed s imilar re la t ive 

performance. 

A system known as 'lean produc­

t i o n ' — c o n c e p t u a l i s e d a n d 

implemented by the Japanese — is 

held responsible for this productiv­

i ty gap . The sys tem r e q u i r e s , 

among other things, that workers 

learn many skills and apply them in 

a team, rather than hierarchical, 

environment. In order to remain 

competitive, firms attach consider­

able importance to investment in 

training and to the mobilisation of a 

high level of worker commitment. 

Consultation and participation of 

the workforce in the production pro­

cess is p a r t of t h e a p p r o a c h 

25 Hours per vehic le product ion by national i ty of owner 

and locat ion of plant 1989 

Hours per vehicle 
π 80 
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developed in order to obtain the 

flexibility needed to respond quick­

ly to changing market demands. 

Addit ional inves tment in auto­

m o b i l e p l a n t s by d o m e s t i c 

m a n u f a c t u r e r s a n d J a p a n e s e 

' transplants' will increase domestic 

European capacity by around 10% 

in the next five years. The effect of 

this new capacity, and the changes 

required in order to raise productiv­

ity, may lead to substantial changes 

in the location of employment, and 

in i t s sk i l l s s t r u c t u r e . These 

changes are likely to be greatest in 

the assembly and autocomponent 

sector. The distribution network — 

which accounts for over 40 % of em­

ployment within the industry — 

may also be affected, but the extent 

will depend on structural and legal 

developments. 

The regional dimension of such in­

dustrial restructuring is important 

because many automobile plants 

and associated suppliers dominate 

their local labour markets. Plant 

closures can, thus, have a major im­

pact on the economic and social 

fabric of an area. Moreover, em­

ployees facing redundancy will not 

normally find new jobs within the 

automobi le indus t ry . J a p a n e s e 

manufacturers prefer new produc­

tion facilities in greenfield sites, 

and many of the new jobs created in 

new plants require different skills, 

and are located in different areas. 

A substantial part of employment in 

the automobile industry in Spain 

and Italy is located within areas 

classified as less developed, Objec­

tive 1 areas for the Community 

Structural Funds. With respect to 

Objective 2 areas, which are areas of 

industrial decline, estimates indi­

cate that , within the six largest 

automobile manufacturing coun­

tries, only 6% of automobile plant 

employees are employed in areas to­
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tally eligible for Structural Fund aid 

with a further 27% located in areas 

which are partially eligible. These 

proportions are similar for autocom­

ponent manufacturing employees. 

The proportion in totally, or partially 

eligible, Objective 2 areas is highest 

in Spain, Italy and the UK and lo­

west in West Germany. In total, the 

proportion of employment in the 

automobile industry (within the six 

largest automobile manufacturing 

countries) that is located in areas 

that are partially or totally eligible 

for Community aid is 42% of auto­

mobile plant employment and 34% of 

autocomponent manufacturing em­

ployment. 

Textile, leather and 

clothing industries 

The textile, leather, footwear and 

clothing industries (excluding dis­

tribution) account for nearly 2% of 

Community employment, or over 2 

million jobs. In all Community 

countries except Denmark and the 

Netherlands, these industries ac­

c o u n t for a t l e a s t 1.5% of 

employment. In Portugal, they are 

particularly significant, employing 

over 5% of the labour force. Half of 

Community employment of the tex­

tile, leather, footwear and clothing 

industries is accounted for by tex­

tiles — a feature common across 

Member States, except in Portugal, 

where it accounts for over 60% (see 

Graph 26). 

In most Member States, the indus­

tr ies have undergone extensive 

restructuring and a decline in em­

ployment over the past decade. 

Using the data which are available, 

but which do not cover all Com­

muni ty countries for the whole 

period, it would seem that in the 

late 1970s, employment fell by the 

order of 3­4% a year, and that it 

continued to fall at a similar rate 

26 Employment in the texti le sectors in the Member 

States 1980,1987 

% total employment 

■ Textiles 
■ Leather and leather goods 
D Footwear and clothing 

NL DK D F UK IRL EUR11 Β 
Luxembourg data too small 

I GR Ρ 

27 Employment in the texti le sectors in the Community 

1976,1980 and 1987 

2000 

1500 

1000 

500 

1000s 
2000 

1500 

1000 

500 

Textiles Leather/leather goods Footwear/clothing 

­ 37 ­



Chapter 1 Employment in the Community 

throughout the 1980s (see Graph 
27). Notable exceptions in the 1980s 
have been Portugal — which has 
not lost employment at all — and 
Italy, where most of the limited de­
cline was in textiles only. 

While the textile industry is very 
capital intensive and uses much 
qualified personnel, much of the 
clothing sector consists of small 
businesses employing large num­
b e r s of women , often in poor 
working conditions, although some 
areas — notably in Italy — have 
built modern industries around in­
d u s t r i a l d i s t r i c t s of s m a l l 
businesses working in cooperation. 

Textile and related industries tend 
to be at the lower end of the manu­
facturing pay scale, paying around 
80% of average manufac tu r ing 
earnings in 1987. There is some 
variation across Member States 
with the Netherlands and Denmark 

— which have small industries — 
paying around 90%>, the UK paying 
under 80% and Greece having in­
creased dur ing the 1980s from 
around 90% to paying the average 
of manufacturing earnings by 1987. 
Throughout the 1980s, female wor­
kers' wages in the European textile 
indust r ies remained about 20% 
lower than those of male workers. 

The future of the remaining Com­
munity industry is seen to lie in 
qual i ty , special is t , high value-
added products and markets, and 
many manufacturers have moved 
in this direction as the industry has 
rat ionalised. However, in many 
parts of the less developed countries 
of the Community — Portugal , 
Greece, and parts of Spain and Italy 
— textiles still account for a fifth, a 
quarter, or even a third of all indus­
trial employment. These areas face 
particularly fierce competition from 
extra-Community imports. 

28 Changes in self-employment by sector in the 
Community 1979-89 
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Trends in 
Self-employment 
and Part- t ime 
Employment 

Self-employment 

In 1989, 16% of those employed in 
the Community were either em­
ployers or self-employed. Over half 
worked in services, where they ac­
counted for 14% of employment, 
and a quarter were in agriculture, 
where they represented over half 
the working population in the sector 
(see Chapter 5). 

Over the past 10 years, the total 
number of self-employed has in­
creased in the Community. For nine 
Member States (excluding those en­
tering since 1980 — Greece, Spain 
and Portugal — for which no com­
parable data exist) the numbers 
increased by over 2 million between 
1979 and 1989, with reductions in 
ag r i cu l tu re be ing offset by in­
c r e a s e s in both i n d u s t r y and 
se rv ices , espec ia l ly the l a t t e r 
(Graph 28). In relation to total em­
ployment, however, which also 
increased over this period, the over­
all rise of self employment has been 
modest. 

The relative importance of self-em-
p l o y m e n t v a r i e s cons ide r ab ly 
across the Community. In general, 
self-employment tends to be least 
important in the more developed 
and more prosperous countries. In 
Germany, Denmark, Luxembourg 
and the Netherlands, the self-em­
ployed accounted for less than 10% 
of total employment in 1989, while 
in Greece, they accounted for over a 
third and in Portugal, over a quar­
ter (Graph 29). 

In most countries there has been 
little or no change in the proportion 
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of self-employed over the past de­
cade and any overall increase is 
attributable to particular countries. 
A particular case is the UK, which 
began the period with the lowest 
share of self-employment (under 7% 
in 1979) and finished with a share 
close to the Community average 
(13% in 1989). Here the main 
growth occurred between 1979 and 
1986 when unemployment esca­
lated from under 5% to over 11%, 
the difficulties of finding paid em­
ployment encouraging many to 
work for themselves. Apart from the 
UK, only in Belgium and Italy was 
self-employment more important in 
1989 than 10 years earlier. 

Part-time employment 
Many of the jobs created since 1985 
have been part-time rather than 
full-time. Allowing for the fact that 
a full-time and part-time break­
down of e m p l o y m e n t is no t 
available for Portugal before 1986 
and for Spain before 1987, one in 
three jobs created over the period 
1985 to 1989 were part-time, and 
one in four of all jobs created were 
part-time jobs for women (Graph 
30). While less than 25% of new jobs 
going to men were part-time, the 
proportion for women was around 
40%. 

In part, this shift to part-time work­
ing reflects an increased demand 
for flexible working hours, particu­
larly as a significant number of the 
women who became employed had 
young children. On the other hand, 
many people in part-time work are 
only doing so because they are un­
able to find a full-time job. 

The trend towards increased part-
time working is not common to all 
Member States, however. The pro­
portion of men working in part-time 
e m p l o y m e n t r e m a i n s low 
t h r o u g h o u t t he Communi ty a t 
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around 5% of total employment, and 
only exceeds 10% in the Nether-
lands.Most countries experienced a 
slight increase over the period but 
there has been some decrease in the 
importance of part-time work for 
men in t he S o u t h e r n Member 
States. 

The importance of part-time work­
ing among women varies a great 
deal between Member States. It ac­
counts for between 8 and 12% of 
female employment in the Southern 
countries of Greece, Portugal, Italy, 
and Spain, but over 40% in Den­
mark and the UK, and over 60% in 
the Netherlands. In most countries, 
the proportion of women working 
part-time increased between 1985 
and 1989, but there were falls in 
Greece, Spain, Denmark, and the 
UK. 
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Key Employment Indicators in the Community 

Total 

Total population (average) 

Population of working-age (14-64) (average) 

Total employment 

Ratio of employment to population 14-64 (%) 

Total unemployment 

Unemployment rate (%) 

Youth (14-24) unemployment rate (%) 

Employment in agriculture 

Employment in industry 

Employment in services 

Share of employment in agriculture (%) 

Share of employment in industry (%) 

Share of employment in services (%) 

Men 

Total population (average) 

Total employment 

Total unemployment 

Unemployment rate (%) 

Youth (14-24) unemployment rate (%) 

Employment in agriculture 

Employment in industry 

Employment in services 

Share of employment in agriculture (%) 

Share of employment in industry (%) 

Share of employment in services (%) 

Women 

Total population (average) 

Total employment 

Total unemployment 

Unemployment rate (%) 

Youth (14-24) unemployment rate (%) 

Employment in agriculture 

Employment in industry 

Employment in services 

Share of employment in agriculture (%) 

Share of employment in industry (%) 

Share of employment in services (%) 

1965 

293.2 

188.0 

122.6 

65.2 

2.6 

2.1 

20.1 

49.5 

53.1 

16.4 

40.4 

43.3 

142.3 

83.0 

13.3 

38.0 

31.6 

16.0 

45.8 

38.0 

150.9 

39.6 

6.8 

11.5 

21.5 

17.2 

29.0 

54.2 

1975 

312.4 

198.1 

124.3 

62.8 

5.3 

4,1 

13.9 

48.3 

62.2 

11.2 

38.8 

50.0 

152.0 

81.9 

:>,:■>, 

9.1 

37.1 

35.7 

11.1 

45.3 

43.6 

160.4 

42.5 

2.3 

4.8 

11.2 

26.5 

11.3 

26.4 

62.4 

1985 

321.9 

215.4 

125.3 

58.1 

14.9 

10.8 

23.1 

10.4 

41.1 

73.8 

8.3 

32.8 

58.9 

156.5 

78.7 

8.0 

9.4 

21.5 

6.8 

31.6 

40.5 

8.6 

40.2 

51.5 

165.4 

46.6 

6.9 

13.0 

25.1 

3.6 

9.5 

33.5 

7.8 

20.4 

71.9 

1988 

324.6 

222.3 

130.6 

59.8 

13.9 

9.7 

19.6 

9.4 

41.5 

79.6 

7.2 

31.8 

60.9 

158.0 

80.2 

6.8 

7.8 

17.3 

6.1 

31.6 

42.5 

7.6 

39.4 

53.0 

166.6 

50.4 

7.1 

12.6 

22.3 

3.3 

9.9 

37.1 

6.5 

19.8 

73.7 

Units : 

1989 

326.1 

223.8 

132.6 

59.2 

12.7 

8.9 

17.3 

9.0 

42.1 

81.5 

6.8 

31.8 

61.4 

158.8 

81.3 

6.0 

7.0 

14.9 

5.9 

32.3 

43.2 

7.3 

39.7 

53.1 

167.3 

51.3 

6.7 

11.7 

20.0 

3.1 

9.8 

38.3 

6.1 

19.2 

74.7 

Millions 

1990 

328.6 

225.4 

134.7 

59.8 

12.0 

8.4 

16.0 

8.6 

42.7 

83.4 

6.4 

31.7 

61.9 

160.0 

82.2 

5.6 

6.5 

13.9 

168.6 

52.6 

6.4 

11.1 

18.3 
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Chapter 2 Short-Term Outlook 

Employment growth slows considerably and unemployment 
rises again from 1991. 

After a long period of strong growth, 
the economic outlook for the Com­
munity in 1991 is unfavourable. 
Output growth is not expected to 
exceed lV2% in 1991, half the rate 
achieved in 1990. Employment 
growth, as a result, will slow consid­
erably, to around 1IA%. This weak 
rate of growth will not even compen­
sate for the growth of the labour 
force and the rate of unemployment 
is expected to rise from 8.3% in 1990 
to 8.7% in 1991. Investment growth 
is also expected to slow sharply, fall­
ing to less than 1%, and for the first 
time since 1986, will be less than 
GDP growth. Export growth will 
also be lower, reflecting the slow­
down in the world economy, rising 
by 4V2% compared with 6% in 1990. 
Inflation is likely to be unchanged 
at around the relatively high rate of 
5%, despite the slowdown in the 
Community economy. 

The de te r io ra t ion in the Com­
munity's economic performance in 
1991 is the result of various fac­
tors. The Gulf War played a major 
role, but the direct cause of the 
slowdown lies more in the fact 
tha t the necessary correction of 
domestic disequilibria went hand 
in hand with the deterioration in 
the i n t e r n a t i o n a l env i ronmen t 
(recession in the US, strong slow­
d o w n in w o r l d t r a d e a n d 
depreciation of the dollar against 
t he C o m m u n i t y c u r r e n c i e s in 
1990). 

Nevertheless, it is expected tha t 
this relatively pronounced down­
turn in the Community economy 
in 1991 will bottom out in the sec­
ond half of the year to produce 
more favourable ra tes of growth 
in 1992. The improvement in the 
economic situation in 1992 is fore­
c a s t to r e s u l t f rom a n 
improvement in consumer and 
business confidence following the 
e n d of t h e Gul f C r i s i s . GDP 
growth is expected to rise to jus t 
under 2V2% with investment re­
covering slightly and growing at 
jus t over 31/2%. 

The lag between the rise in output 
and i t s effect on e m p l o y m e n t 
means t h a t employment is ex­
pected to increase at the same 
rate in 1992 as in 1991 — jus t 
y4%. Unemployment will there­
fore c o n t i n u e to r i s e , and is 
expected to average 9.2% over the 
year. Inflation; on the other hand, 
m e a s u r e d by the p r i v a t e con­
sumption deflator, is likely to fall 
slightly, to around 4V2%. 

The recovery in 1992, however, 
depends on an improvement in 
both business and consumer con­
fidence. I n s t ab i l i t y in the US 
dollar could upset this . A fall in 
the dollar would reduce the cost 
competitiveness of European pro­
d u c t s w h i c h c o u l d d e p r e s s 
European export growth, while a 
sharp rise would push up the price 

of imports and so increase infla­
tionary pressure. 

Domest ic demand 
growth to s low in 1991 
and recover in 1992 

Real domestic demand in the Com­
munity is expected to increase in 
line with GDP, growing by only 
lV2% in 1991 and slightly faster in 
1992. 

Investment growth will follow a 
pronounced cyclical path. Though 
seriously affected by the downturn, 
underlying conditions for invest­
m e n t , a n d in p a r t i c u l a r t h e 
longer-term prospects for market 
growth, should remain relatively 
unaffected and a r e tu rn to the 
growth rates of 1986-90 is possible. 
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External demand is also likely to 

slow, mainly as a result of a fall in 

the growth of the world economy, 

particularly of the US. Community 

exports of goods and services to the 

rest of the world are forecast to grow 

by only 33/4% in 1991, compared 

with 5% in 1989 and 1990. Little 

change is expected in 1992. 

Investment growth 

to recover in 1992 

I n v e s t m e n t g r o w t h will slow 

sharply in 1991, rising by less than 

1%. The Community average is, 

however, heavily influenced by the 

decline of 10V2% forecast in the UK. 

In Germany (western part), on the 

other hand, investment growth is 

likely to remain strong at around 

6%. Most of the weakness in Com­

munity investment is expected to be 

in expenditure on equipment which 

will grow by only 1/4% in 1991, while 

non­residential construction is like­

ly to hold up. Some recovery is 

expected in 1992, with a growth rate 

of around 31/2%, mainly in equip­

ment (4V2%). 

The recovery in investment de­

pends on the a s sumpt ion t h a t 

wages will r ise more slowly in 

1991 than in 1990. Medium­term 

trends in profits have not yet been 

seriously affected by the recent 

increases in wages, but the net 

rates of re turn on the capital stock 

remain well below their average 

rates of 1969­73. 

Consumption growth 

slows before rising again 

The growth in private consumption 

is forecast to follow closely the 

changes in output growth, falling in 

1991 before rising again in 1992. 

However, some upturn should occur 

in the second half of 1991, as con­

sumer confidence improves. 

The growth of public consumption 

should also fall to lV2% in 1991, 

given present government expendi­

ture plans across the Community, 

and is projected to rise only slightly 

in 1992. 

Inflationary pressure 

remains strong 

Inflation should remain stable in 

1991 and fall slightly in 1992. Con­

sumer prices (as measured by the 

p r i v a t e c o n s u m p t i o n def lator) 

should rise by 5.3% in 1991, slightly 

above the rate of 5.1% in 1990. This 

is relatively high considering the 

economic slowdown and the im­

provement in the terms of trade. 

Average wages per head are fore­

cast to rise by 7% while productivity 

is projected to grow by around 1%, 

about the same as in 1990. 

Inflation should fall in 1992, with 

consumer prices forecast to rise by 

4.6%, considerably higher than in 

the period 1986­88. Real unit la­

bour costs are projected to decline 

by over */2% which would contribute 

to an improvement in the profita­

bility of enterprises and provide 

finance for some upturn in invest­

ment and output. Import prices are 

expected to rise by 1% in 1991, and 

by over 3% in 1992. 

Budget deficits increase 

before falling again 

Public deficits, as measured by 

general government borrowing re­

q u i r e m e n t s , a r e p r o j e c t e d to 

increase from 4% of GDP in 1990 

to 4V2% in 1991 for the Com­

munity as a whole. This is largely 

due to the large rises in Germany 

and the UK (in the first case be­
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cause of substant ial public spend­
ing in t he former Democra t i c 
Republic and in the la t ter because 
of the severe downturn in econ­
omic ac t i v i t y ) . In some o t h e r 
Member States , despite the slow­
down in activity, some reduction 
is expected. 

For the Community as a whole, 
there should be some reduction in 
relation to GDP in 1992, with falls 
in most Member States and par­
ticularly in Germany, though not 
in Italy, the Nether lands or the 
UK. 

External balances worsen 

The external deficit of the Com­
muni ty is expected to increase 
slightly. The current deficit will 
fall from 0.1% of GDP in 1990 to 
0.6% in 1991 and 0.8% in 1992. 
This is largely because of the 
sharp deteriorat ion in the Ger­
man c u r r e n t ba lance which is 
expected to change from a surplus 
of 3% of GDP in 1990 to a deficit 
of 0.1% in 1991. The Community's 
t rade balance, on the other hand, 
should improve slightly in 1991 to 
0.6% and, in 1992, re turn to the 
level of 0.4% of GDP of 1990. 

World t rade and output: 
slowdown in 1991, 
recovery in 1992 

The in t e rna t iona l env i ronment 
has been deter iora t ing since the 
beginning of 1990. The US, Ca­
nada and Aus t ra l ia have been in 
recess ion and the acu te prob­
lems experienced by the Centra l 
and Eas t e rn European countries 
as they have abandoned controls 
has resul ted in a collapse in out­
put there . At the same t ime, the 
Gulf c r i s i s h a s d e p r e s s e d de­
mand which was a l ready weak in 
most developing countr ies , par­
t icularly in the Middle Eas t and 
Latin America. Outside the Com­
m u n i t y , o u t p u t g rowth in the 
res t of the world fell from over 
3% in 1989 to lV 2 % in 1990 and 
is expected to continue falling in 
1991 to only 1/2%. Some improve­
ment , to a growth r a t e of over 
2%, is forecast for 1992. As a re­
s u l t , t h e g r o w t h of w o r l d 
i m p o r t s , o u t s i d e t h e Com­
muni ty , which had been 61/2% in 
1989 and which is forecast to fall 
to under 3% in 1991, is expected 
to recover somewhat to around 
5% in 1992. 

Employment creation 
zero — unemployment 
rises again 

Employment growth, which had 
averaged lV2% in the period 1988-
90, is forecast to fall sharply in 1991 
to around l¡4%. It is difficult to fore­
see any improvement in 1992 given 
the relatively weak recovery in out­
put and given the no rma l lag 
between the rise in GDP growth and 
additional jobs being created. 

The very small increase in employ­
ment forecast for 1991 is below the 
expected increase in the labour 
force of just over V2%. Unemploy­
ment is therefore set to rise once 
more. From an average rate of 8.3% 
in 1990, it has already risen to 8.7% 
in May 1991 and is expected to aver­
age 8.7% for the year as a whole. It 
is projected to rise further, to 9.2%, 
in 1992. These rises are not evenly 
spread, however, and as noted in 
Chapter 1, a large part of the in­
crease so far experienced has been 
in the UK, where output has fallen 
significantly since 1990 and which 
is likely to show further large rises 
in unemployment from 5.7% in 1990 
to 10.8% in 1992. 
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Chapter 3 The Complex Problem of Persistent 
Unemployment 

Unemployment remains high in the Community and has 
begun to increase again. Rates are particularly high for 
women and young people. Tackling the problem means 
addressing its diverse nature as well as raising employment 
levels. 

Introduct ion 

Recent trends, and the forecasts for 
Member States for the year ahead, 
suggest that the problem of unem­
ployment is far from being resolved. 
Although the Community has just 
experienced a five-year period of sub­
stantial job creation, this served to 
reduce unemployment but by much 
less than many were anticipating — 
and, indeed, by much less than would 
have been expected on past evidence. 
In many, if not most countries, unem­
ployment is therefore starting to 
increase from levels which are al­
ready high by historical standards. 

While changes in the level of unem­
ployment do not always occur at the 
same moment in all Member States, 
they tend, over time, to move roughly 
in line given that the Community 
economies are so closely inter­
linked. However, the underlying 
structure of unemployment is far 
from homogeneous within, and be­
tween, the Member States. Certain 
groups — notably young people and 
women — tend to have much higher 
rates of unemployment than others. 
Moreover, the nature of unemploy­
ment varies a great deal between 
regions and localities. Urban ghettos 

and remote rural areas both harbour 
serious unemployment problems, 
but the nature of the problems are 
very different. 

This heterogeneity is reflected in the 
difficulty of measuring and compar­
ing unemployment, even when using 
sophisticated household surveys. 
While unemployment is relatively 
easy to recognise among 'prime age' 
heads of household in industrialised 
environments in the more developed 
regions, it more commonly takes the 
form of under-employment or inac­
tivity among people in rural areas, or 
among those with a looser attach­
ment to the labour market. 

Thus any attempt to get at the heart 
of the Community's seemingly en­
demic u n e m p l o y m e n t problem 
needs to go far beyond the simple 
monitoring of fluctuations in regis­
tered unemployment figures. It is 
necessary to delve deep into the 
structure of the economy and the 
labour market in order to explain, 
for example, why economic expan­
sion has not proved sufficient to 
resolve the unemployment prob­
lems of the Community, and what 
actions the Community may need to 
take if it is to meet these challenges 
in the future. 

A Low Rate of 
Employment 

As pointed out in Chapter 1, the 
Community not only has a high rate 
of unemployment, it also has a low 
rate of employment. In other words, 
the proportion of people of working-
age in the Community who are in 
work is substantially below the fig­
ure in comparable pa r t s of the 
world. Whereas the employment 
rate averages around 60% in Com­
munity countries, in the US, Japan 
and the rest of Western Europe, it 
is around 70%. 

Differences in rates of unemploy­
ment account for less than half of 
this difference. The major addi­
t iona l factor is t h e difference 
between the Community and else­
where, as regards the proportion of 
working-age population who are re-
c o r d e d as i n a c t i v e , a n d n o t 
apparently available for work. In 
the Community, this amounts to 
over 30%; in the US and the rest of 
Western Europe, the figure is only 
just over 20%. 

Differences in the activity rates for 
women are by far the most import­
ant explanation of this difference. 
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In the Community, about the same 
proportion of women of working-age 
are recorded as inactive as are in 
employment — around 47%. In the 
US, by contrast, only around 35% 
are not recorded as being part of the 
labour force and over 60% are em­
ployed while the same is true in 
other countries in Western Europe 
(Graph 38). While the rate of inac­
tivity is very unevenly distributed 
across the Community, with ex­
tremely low activity rates in most 
Southern areas in particular (see 
Chapter 4), there are comparatively 
few areas where activity is as high 
as in the US, or indeed as in coun­
t r i e s of E u r o p e o u t s i d e t h e 
Community. 

Although there is room for debate 
about the reasons for this inactivity, 
the effect on the labour market is 
indisputable: a significant propor­
tion of any net addition to jobs is 
filled, not by the unemployed, as 

officially recorded, but by people 
who were previously thought to be 
inactive. Accordingly, as demon­
s t ra ted by the experience since 
1985, a high rate of net job creation 
does not necessarily reduce unem­
ployment substantially. 

The evidence seems to be that, from 
the demand side, employers in 
many cases prefer to take on women 
who had not previously been in 
work rather than people who are 
unemployed. This may be because 
of their superior qualifications or 
apparent skills; alternatively, it 
may be because they are not tainted 
by having been unemployed and, 
perhaps paradoxically, more ca­
pable of accommodating to a new 
working environment. 

Equally, from the supply side, the 
evidence suggests that, where there 
is high inact iv i ty r a t e s among 
women, this does not necessarily 

38 Activity breakdown of working-age populat ion in the 
Community and e l sewhere 1989 

Men Women 
Japan 

Men Women 
Non-EC Europe 

reflect a particular preference for 
staying at home, in order to look 
after children or to participate in 
various social activities, r a the r 
than working. While this may be 
true for many women, it does not 
appear to be true for the majority, 
given the way that the employment 
of women increases whenever there 
is an acceleration in job creation. 

It seems rather that, in most parts 
of the Community, there are simply 
insufficient jobs available to employ 
those who would like to work. Be­
cause they have little chance of 
finding a job, women — as well as 
many men in some areas — do not 
bother actively to seek work and are 
recorded as being inactive. Similar­
ly, women who are taking care of 
children in areas where childcare 
facilities are inadequate (which 
means many par ts of the Com­
m u n i t y — see Employment in 
Europe 1990, Chapter 6), may count 
themselves as unavailable for work, 
and therefore be recorded as inac­
t i v e u n t i l p r o v i s i o n b e c o m e s 
available — a situation which may 
have to await increased labour de­
m a n d r e s u l t i n g in e m p l o y e r s 
beginning to provide childcare fa­
cilities as part of their recruitment 
policies. 

The Present Increase 
in Unemployment 
After five years of almost continu­
ous decline, unemployment in the 
Community began rising towards 
the end of 1990 as a delayed reac­
tion to the slowdown in economic 
growth earlier in the year (Graph 
39). In the Community as a whole, 
the rate of unemployment has gone 
up since November 1990 from 8.3%, 
after adjusting for normal seasonal 
factors, to 8.7% in May 1991, the 
latest figure which is available. Al­
though this might seem a small 
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increase, it means that an addi­

tional 600 thousand have become 

unemployed over this period. 

The recent rise in unemployment, 

however, has, so far, been unevenly 

distributed across the Community. 

Indeed to date it has been very much 

concentrated in four Member States: 

Belgium and France, where the rise 

has been around the same order as 

the Community average; Ireland, 

where it has been significantly 

greater, at 1.3%; and the UK, which 

has experienced by far the largest 

increase, of 1.7% of the labour force 

and which is mainly responsible for 

the increase for the Community as a 

whole. 

In other Member States, not only 

has the rise in unemployment been 

less pronounced, but in a few coun­

tries, unemployment has continued 

to decline over this period. This is 

especially so in Spain, where the 

rate of unemployment has come 

down from 16.2% to 15.5% and Ger­

many, where the rate for what was 

West Germany has fallen from 4.8% 

to 4.6%. In the latter case, however, 

this fall has been accompanied by 

an increase in unemployment in the 

old East Germany of well over 800 

thousand — based on the figures for 

those registering at unemployment 

offices. These figures are not yet 

included in the Community totals. 

The recent rise in unemployment 

has been fairly evenly divided be­

tween men and women across the 

Community. Only in the UK, has 

unemployment among men gone 

up by s ignif icant ly more t h a n 

among women, reflecting in par t 

the relatively larger job losses in 

manufacturing than in services, 

but also the fact that , in contrast 

to all other Member States , the 

r a t e of u n e m p l o y m e n t a m o n g 

women is less than among men 

(Graph 40). 
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The rise in unemployment, on the 
other hand, is not evenly spread 
between age groups. Jus t as in past 
periods of diminishing new jobs cre­
ation, it is young people of under 25 
years of age who have borne the 
brunt of labour market contraction 
as companies, quite naturally, have 
reacted to falling sales growth by 
cutting back on recruitment, so hit­
ting young people, especially those 
coming onto the labour market for 
t he f irs t t ime . U n e m p l o y m e n t 
among those aged under 25 has 
therefore increased since November 
1990 by 3.8% over the Community 
as a whole, but by over 11.3% in 
Ireland and by almost 27% in the 
U.K. — rises which are over half as 
large again as those for total unem­
ployment. 

The present growth of unemploy­
ment is therefore affecting men and 
women, young people and the long-
t e r m unemployed in marked ly 

different ways. A longer term view, 
from the mid 1980s to date, shows 
how these different groups have 
undergone very dissimilar experi­
ences over this period, reflecting 
extensive structural changes in the 
labour market. 

Young People in 
Unemployment 
1985 to 1990 

As the number of new jobs created 
increased between 1985 and 1990, 
so did the recruitment of young 
people and the ease with which they 
were able to find work. Partly as a 
result, the rate of unemployment 
among those aged under 25 ( defined 
as the number of under 25s who 
were unemployed, as a percentage 
of the under 25s in the labour force) 
declined by considerably more than 
the rate for other age groups. For 

41 Change in the unemployment rates of young people 
in the Member States 1985-90 
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the Community as a whole, the un­
employment rate for young people, 
so defined, fell from 23% to 16% over 
this period — a decline of 7% as 
compared with a fall in the overall 
rate of just under 2.5% (Graph 41). 

The fall in unemployment among 
the under 25s was not only a conse­
quence of a high rate of job creation. 
It also reflected the changes in the 
numbers of this age group and vari­
ations in participation. The latter 
were affected by the policies laun­
ched over the previous decade and 
which were specifically aimed at re­
ducing the number of young people 
who were recorded as unemployed. 
In several countries, programmes 
were introduced during this period 
which effectively guaranteed some 
form of employment or a place on a 
t r a i n i n g course for p a r t i c u l a r 
groups of young people. 

In the UK, for example, young 
people leaving school at 16 without 
a job were found subsidised employ­
ment for a period of at least a year. 
The decl ine in u n e m p l o y m e n t 
among young people was partly for 
this reason particularly pronounced 
in the UK with the rate falling from 
over 18% to under 10% between 
1985 and 1990. It was also substan­
tial in Belgium, Portugal and Spain, 
in each of which the rate fell by over 
8% of the under 25 year-old labour 
force. In consequence in a number 
of Member States, the efforts to pro­
vide work and/or training for young 
unemployed people were beginning 
to be relaxed in the last year or two 
as the problem diminished in scale. 

Nevertheless, in 1990 and before 
the upward pressure on unemploy­
ment began to make itself felt in a 
number of Member States, the rate 
of unemployment among young 
people was still considerably higher 
than among the labour force as a 
whole — virtually double for the 
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Community as a whole (16% as 
against just over 8%). 

Long-term 
Unemployment 
1985 to 1989 

The rise in employment between 
1985 and 1990 brought little relief 
to the problems of the long-term 
unemployed. In the Community as 
a whole, the number of long-term 
unemployed (those unemployed for 
over a year as a percentage of the 
total labour force) remained con­
stant at jus t under 5% between 
1985 and 1989 (the latest year for 
which figures are available) (Graph 
42). Thus long-term unemployed 
still accounted for around half of all 
people out of work on the latest 
figures available — the same pro­
portion as in 1985 before the major 
expansion in employment began 
(Graph 43). 

The change in long-term unemploy­
ment since 1985 in the Member 
States has been broadly in line with 
the changes in the total rate of un­
employment. Countries such as the 
UK, Belgium, Portugal and Spain 
— which succeeded in reducing 
total unemployment significantly 
up to 1990 — also experienced a fall 
in the ra te among those unem­
ployed for more than a year. Those 
countries in which unemployment 
remained broadly unchanged or 
even increased slightly — Greece 
and Italy — showed a small rise in 
the ra te of long-term unemploy­
ment. 

Only in two countries — Denmark 
and the Netherlands — did the pro­
portion of the unemployed who had 
been out of work for more than a 
year show any significant decline 
between 1985 and 1989, in both 
cases by around 10% of the unem-

42 Change in long-term unemployment rates in the 
Member States 1985-89 
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ployed. In all other Member States, 
the proportion remained broadly 
unchanged or increased. Indeed, 
even in Belgium where both the 
overall and long-term rates of un­
employment fell significantly over 
this period, the proportion out of 
work for more than a year rose mar­
k e d l y . T h e i n c r e a s e took the 
proportion of the unemployed who 
had been out of work for over a year 
to around 75% — the highest in the 
Community and well above the pro­
portion in the less developed (or 
partly less developed) countries of 
Greece, Spain, Ireland and Italy. 

Despite the programmes launched 
by Member State governments, and 
by the Community as a whole, to 
tackle the problem of long-term un­
employment which emerged in the 
early 1980s, and despite the re­
covery in economic activity in the 
five years up to 1990, long-term un­
employment remained serious even 

before employment growth slowed 
over the past months. 

Men's and Women's 
Unemployment 

As seen above, the rate of unem­
p l o y m e n t a m o n g m e n h a s 
decreased by significantly more 
than the rate among women since 
1985. Indeed, over the Community 
as a whole, while the number of 
women out of work fell by around 
600,000 between 1985 and 1990, the 
number of men unemployed fell by 
almost 3 million, or by five times as 
much. This differentiation is rea­
s o n a b l y u n i f o r m a c r o s s t h e 
Community, although it is particu­
larly pronounced in Spain and the 
Netherlands, where the unemploy­
ment rate for women declined only 
marginally over this period, where­
as the rate for men fell sharply. 
There are, however, a few excep-

44 Women's share of unemployment 
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tions. In Belgium, the unemploy­
ment rate among women declined 
by over twice as much as that for 
men during these years (by 5.6% of 
the labour force as against 2.3%). 
Similarly in Portugal, the fall in the 
rate for women was greater than 
that for men, while in Denmark, 
female unemployment declined 
marginally over the period whereas 
the rates for men rose by 1.5% of the 
labour force. 

Despite these movements, the rate of 
unemployment among women is 
higher than that for men in all Mem­
ber States apart from the UK — in 
some cases substantially so. In par­
ticular, in all the Southern European 
countries the rate of unemployment 
of women is at least double the rate 
for men. In Greece it is nearly three 
times as great. Although the dif­
ference tends to be smaller in the 
Northern countries, unemployment 
of women is still over 75% higher 
than that of men in France, Ger­
many (excluding the former East 
Germany) and the Netherlands. Bel­
gium, in this respect, is on a par with 
the Southern European countries, 
i.e. with a female rate well over twice 
that of men. 

These differentials in unemploy­
ment rates mean that, despite the 
fact that the number of women in 
employment in the Community is 
considerably less than the number 
of men — only around two-thirds as 
much on average — women now 
make up more than half of the total 
numbers recorded as being out of 
work in the Community as a whole 
(Graph 44). In Greece, Belgium and 
Portugal, the proportion is as much 
as 60% and in Italy it is only margi­
nally less. At the other extreme, in 
Ireland and the UK, the only two 
Member States where women make 
up significantly less than half the 
numbers of unemployed, the pro­
portion is 35-40%. 
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In Ireland, this partly reflects the 
relatively small number of women 
in employment and, conversely, 
the high level of inactivity — or 
non-par t ic ipat ion in the labour 
force — in this country. It may 
also partly reflect the low ra te of 
reg i s t ra t ion at employment of­
fices, which may be a factor, too, 
in the case of the UK. 

Registration of 
unemployment 

In Ireland and the Netherlands, 
less t h a n ha l f t h e n u m b e r of 
women recorded as being unem­
ployed (in the sense of actively 
seeking work) were registered at 
employment offices in 1989. In the 
UK, the figure was even lower at 
40%. In all three cases, these pro­
portions represent not much more 
than half the registration rate for 
men. In all other Member States, 
except Portugal, where registra­
tion of men is marked ly lower 
than tha t of women, registration 
rates for men and women were 
very similar (Graph 45). 

The existence of low registration 
rates raises questions about the ac­
curacy of the unemployment figures 
recorded. The higher the rate, and 
the more incentive there is to regis­
ter, the more likely it is that the 
results obtained from the Labour 
Force Survey will give a reliable in­
dication of the actual numbers 
unemployed. Moreover, since a La­
bour Force Survey — which is the 
basis of the comparable figures for 
unemployment presented here — is 
conducted only once a year, in coun­
tries where the rate of registration is 
low, the monthly estimates of unem­
ployment are inevitably subject to a 
greater degree of error, which may 
be significant at times when job 
losses are high and employment cre­
ation low. 

In the UK and Ireland, therefore, 
the low rate of registration suggests 
that unemployment among women 
may be under-recorded. The same 
can be said of Portugal and Greece. 
In these cases, however, it applies 
not only for women but also for men. 
In Greece, only around 10% of men 
and women recorded as unem­
ployed were actually registered in 
1989, while in Portugal registration 
is heavily dependent on the right to 
claim unemployment benefit or so­
cial security payments. 

In some Member States, govern­
ment agencies play a significant 
role or even, in theory, a monopoly 
role — in helping people to find em­
ployment (and companies to find 
employees for vacant positions). 
Consequently, the incentive to reg­
ister the fact of seeking employment 
is high. Germany and Spain, for 
example, fall into this category. In 
other countries, private employ­

ment agencies, or informal chan­
nels, are more important and the 
State plays a minor role in assisting 
job search. 

Low regis t ra t ion ra tes in some 
countries mean that many unem­
ployed women have no contact with 
the employment agencies, and no 
access to official information on jobs 
and training opportunities. 

Receipt of 
unemployment benefit 

Eligibi l i ty for receiving unem­
p l o y m e n t b e n e f i t is a m a j o r 
incentive for registering the fact 
of unemployment . In the Com­
munity as a whole, in 1989, only 
around half of the men recorded 
as unemployed were in receipt of 
unemployment benefit, and only 
jus t over 30% of women received 
benefit. In those countries where 

45 Share of unemployed registered at an employment 
exchange 1989 
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46 Share of unemployed rece iv ing benefit 
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47 Latent unemployment — People discouraged from 
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force 1989 
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the registration rate was highest 
— Belgium, Denmark and Ger­
many — the proport ion of the 
unemployed receiving benefit was 
also the highest. Similarly, at the 
other extreme, in Greece and Por­
t u g a l w h e r e t h e r a t e of 
registration was low, only a small 
p ropor t ion of t he unemployed 
were in receipt of benefit in 1989 
(Graph 46). 

The fact that , in many Member 
States, only a relatively small pro­
portion of the unemployed are in 
receipt of unemployment benefit 
does not necessarily mean that they 
are receiving no financial support at 
all from the State. In many coun­
tries, entitlement to unemployment 
benefit is of limited duration and 
after that time it is replaced by 
other payments. Countries where 
long-term unemployment is high 
and which have time limits on the 
receipt of benefit — Spain and Italy, 
in particular — naturally tend to 
have low proportions of the unem­
ployed receiving benefit. Moreover, 
in the case of the UK, Ireland, and 
the Netherlands, where registra­
t i on r a t e s a m o n g women a r e 
considerably below those for men, 
the proportion of women receiving 
benefit is also substantially less 
than that of men. 

In some countries, the benefit re­
ceived may not be linked directly 
to unemployment at all but to an­
other aspect of the individual 's 
circumstances. In part icular , in 
the UK, Ireland, the Netherlands, 
France and Germany, lone par­
ents (usually mothers) supporting 
dependent children, are eligible 
for income maintenance, and are 
also exempt from the requirement 
to register at employment offices. 
While such mothers , therefore, 
are unemployed and may be seek­
i n g a j o b , t h e y m a y n o t be 
officially registered as such. 
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The discouragement 

factor 

Although the Labour Force Survey 

sets out to count all those who are 

unemployed or looking for work, 

and not just those who are regis­

tered at employment offices, it 

inevitably misses many, perhaps a 

great many in certain regions at 

certain times, who would take a job 

were one available. In order to ap­

pear as unemployed in the Survey, 

the person concerned needs to have 

taken concrete steps to find a job, 

such as answering advertisements. 

Otherwise, people out of work are 

recorded as being inactive or not 

available for employment. A propor­

tion of these, however, may possibly 

want to start to work, but believe 

that they would not find a job even 

if they looked actively, either be­

cause they live in areas where no 

work is available or because they 

feel disadvantaged because of their 

age, sex or lack of skills or qualifica­

tions. 

The LFS attempts to identify such 

people and classifies them as 'dis­

couraged workers', i.e. people who 

might, with encouragement or with 

an expansion in the jobs available, 

take up employment without ever 

being recorded as unemployed. The 

responses to the LFS question, 

together with estimates for those 

countries where the question seems 

to h a v e b e e n i n a d e q u a t e l y 

answered or not at all, suggest that 

over one million of the people re­

c o r d e d as ' i n a c t i v e ' in t h e 

Community in 1989 were, in fact, 

discouraged, or potential, workers. 

I n c o r p o r a t i n g t h e s e ' i n a c t i v e ' 

people into a 'potential labour force' 

would cause the unemployment 

rate in the Community to be revised 

upwards by about 1% overall and by 

nearly 2% for women (Graph 47). 

Such potential members of the la­

bour force seem to be especially 

numerous among women in Italy — 

where they are estimated to have 

accounted for over 5% of the poten­

tial labour force in 1989 — and 

Ireland — where the estimate is 

around 2%. In all Member States, 

for which data are available, with 

the exception of the UK, a signifi­

cantly higher proportion of women 

than men on these estimates were 

unemployed, but not recorded as 

such. It would seem, therefore, that 

the full r a t e of unemploymen t 

among women in many parts of the 

Community is even higher than of­

ficial estimates indicate. 

Attempts to identify discouraged 

workers, or the true numbers of un­

employed by t h i s method a re , 

however, only likely to scratch the 

surface of the problem. As noted 

earlier in the Report, the rate of 

employment in the Community, 

and among women especially, is 

well below that in other comparable 

parts of the World. On this basis, 

the numbers who are in the poten­

tial labour force, but who are not 

recorded, might be considerably 

higher (see Chapter 4). 

Prior Status of 
the Unemployed 

A high proportion of pepple who 

take up employment were not re­

corded as u n e m p l o y e d before 

beginning work. Equally, a signifi­

c a n t p r o p o r t i o n of t h o s e who 

become unemployed were pre­

viously recorded as inactive. This, 

at least, is the evidence from the 

LFS (Graph 48). Indeed, in 1989, 

60% of women in the Community as 

a whole, and 40% of men, who were 

recorded as unemployed had for­

merly been counted as inactive and 

therefore not part of the labour force 

at all. In four countr ies (Italy, 
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49 Share of unemployed w h o are unemployed because 

of the expiry of a tempory contract in the Member 

States 1989 
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Greece , L u x e m b o u r g a n d t h e 

Ne the r l ands ) the proportion of 

women falling into the category ex­

ceeded 70%. On the other hand, in 

Denmark, Belgium and Germany, 

the proportion was less than 40%. 

These three countries also had rela­

tively high rates of registration of 

unemployment among women. 

This evidence suggests tha t the 

difference between being recorded 

as unemployed, as opposed to in­

active, may not be clear­cut, and 

tha t similar people, in similar cir­

c u m s t a n c e s , may be recorded 

differently from year to year. Sec­

ondly, it may suggest that , since 

the last few years were generally 

a favourable time for finding em­

ployment because of the high rate 

of net job creation, there was more 

incentive for those out of work to 

look for a job, and for those who 

were inactive to become formally 

unemployed. 

50 Share of unemployed looking for part-time work 
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It is noteworthy too that , of the 

unemployed who had been pre­

v i o u s l y in e m p l o y m e n t , a 

significant proportion had been 

working on the basis of a tempor­

ary contract. For the Community 

as a whole, over 20% of unem­

ployed men in 1989 were out of 

work because a temporary job had 

come to an end, while 17% of 

women fell in to t h i s ca tegory 

(Graph 49). In the case of men, 

this represents a third of those 

who had previously been working 

as opposed to inactive. In the case 

of women, it represents over 40%. 

This figure, however, varied signi­

ficantly from country to country, 

being highest in Spain and Portu­

g a l a n d l o w e s t in B e l g i u m , 

Germany and the UK, although 

these variations need to be inter­

p r e t e d w i t h c a r e g i v e n t h e 

differences tha t exist between the 

Member States in terms of em­

ployment legislation. 
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The Kinds of 
Jobs Sought 

Not all those recorded as unem­
ployed are looking for a full-time 
job. Significant numbers , espe­
cially of women, would prefer to 
take part- t ime work if they could 
find a job. In the Community as a 
whole, a lmost 40% of m a r r i e d 
women and 25% of all women 
were looking for par t - t ime em­
ployment in 1989 as opposed to 
only 5% of men (Graph 50). In 
Germany, the Nether lands and 
the UK, however, the proportion 
for women was around 40% or 
more — over 60% in the case of the 
Nether lands — and the figure for 
married women was over 50% — 
over 80% in the case of the Nether­
lands. At the other extreme, less 
than 10% of Spanish, Portuguese 
and Greek women who were un­
e m p l o y e d w e r e l o o k i n g for 
part- t ime employment. 

This evidence needs to be inter­
pre ted carefully, however. The 
responses of women could be very 
different if adequate childcare fa­
c i l i t i e s w e r e a v a i l a b l e ( see 
Employment in Europe 1990). 
Moreover, it is notable that the pro­
por t ions of women looking for 
part-time work are closely in line 
with the jobs available. The Nether­
lands and the UK not only have a 
high proportion of part-time em­
ployment but, in recent years, a 
high proportion of the net addi­
tional jobs have been for part-time 
workers, especially for women part-
time workers. 

Unemployment 
among Households 

Contrary to the view tha t wives 
can often subst i tu te as earners 
when h u s b a n d s become unem­

ployed, it appears tha t the em­
ployment fate of husbands and 
wives are closely linked. Belong­
ing to certain types of households 
can double, or triple, the incidence 
of unemployment for women, par­
ticularly if they are mothers . 

Details of the economic s ta tus of 
wives — whether employed, un­
e m p l o y e d or i n a c t i v e — in 
different types of households were 
provided in the LFS for 1989. In 
the Community as a whole, the 
proportion of wives in households 
with an employed husband who 
were t h e m s e l v e s work ing was 
considerably higher (51%) than 
those with an unemployed hus­
band (30%) in 1989. Similarly, the 
proportion of wives unemployed 
was higher (15%) when their hus­
b a n d s were unemployed , t h a n 
when the i r husbands were em­
ployed (5%) (Graph 51). 

In all Member States, except Lux­
embourg, the proportion of wives 
who were employed was higher 
where the husband was also em­
p loyed t h a n w h e n he w a s 
u n e m p l o y e d . In t h e UK, for 
example, over 60% of wives of em­
ployed husbands were at work in 
1989 compared to less than 30% of 
the wives of unemployed husbands. 

Part of the explanation obviously 
lies with the available employment 
opportunities in the locality where 
the people concerned live. Part also 
may lie in the improved job oppor­
tunities for family members when 
there is a job holder with job con­
tacts in the household. A third 
explanation concerns the levels of 
education of husbands and wives. 
The higher the education level of 
women, the higher their labour 
force participation tends to be. Hus­
bands and wives with similarly 

51 Employment status of wives in relation to employment 
status of husbands in the Community 1989 
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lower levels of education may find 

themselves equally restricted re­

garding job opportunities on the 

labour market. 

The s i tuat ion of women in the 

h o u s e h o l d , p a r t i c u l a r l y t h e 

presence of young children, has a 

further effect on women's employ­

ment rates. Graph 52 compares the 

unemployment rates of three ca­

tegories of women: those under 40 

years old; those under 40 with at 

least one child aged 0­9 years old; 

and lone mothers under 40 with at 

least one child aged 0­9 years old. 

In the eight Nor the rn Member 

States, there are important vari­

ations in the unemployment rate 

between the three categories. In the 

Netherlands, for example, the un­

employment rate for women under 

40 was 12% in 1989, but rose to 45% 

for lone mothers. Similarly, in the 

UK the unemployment ra te for 

women under 40 was 8%,but rose to 

13% with the presence of a young 

child and more than tripled to 28%· 

for lone mothers with a young child. 

For the Southern Member States — 

Greece, Italy, Portugal and Spain — 

on the other hand, there were no 

discernable differences in the un­

employment rates of the different 

groups of women. 

Conclusions 

While the issues are complex, and 

further investigation is required, a 

number of general conclusions can 

be drawn. 

First, the low employment rates, 

and the rapidity with which new 

entrants appear on the labour mar­

ket as soon as new jobs appear, 

shows how extensive is the hidden 

labour supply in the Community. 

Thus, long periods of economic 
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growth, and consequent employ­

m e n t growth, a re a necessa ry 

condition in order to reduce unem­

ployment to acceptable levels. 

Secondly, while much unemploy­

m e n t a n d u n d e r ­ e m p l o y m e n t 

remains unrecorded, the structural 

component of registered unemploy­

m e n t is now very l a r g e . The 

long­term unemployed have not 

benefitted much from employment 

growth. As things stand, many of 

these people seem to have to wait 

until the employment needs of the 

hidden labour supply have been met 

before they get their turn. 

Thirdly, while rising unemploy­

ment of the sort currently being 

experienced will undoubtedly bring 

calls for specific short­term action 

— for sectors, for localities, for 

young people, for women, and so on 

— more fundamental changes seem 

to be required if the Community is 

to tackle the unemployment prob­

lem on a lasting basis. Such changes 

will need to encompass many things 

— the role of legislation, social se­

curity arrangements , employers' 

(public and private) employment 

and recruitment practices, educa­

tion and training systems, and so on 

— all of which determine the way in 

which economic developments are 

translated into employment, and 

the way in which people gain access 

to the labour market. Without these 

changes, there is every risk that 

unemployment will r emain en­

demic in the Community, resistant 

even to unsustainable rates of econ­

omic growth. 

Many lessons have been learnt in 

the 1970s and 1980s about the de­

s ign of spec ia l m e a s u r e s and 

policies for tackling unemployment 

and improving the functioning of 

the labour market. Policies of the 

'traditional' type — public works 

programmes, enterprise creation, 
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and wage subsidies will continue to 
have their place, but for a more re­
stricted range of target groups and 
local labour markets than before. 

Emphas i s has now switched to 
training and other measures de­
s i g n e d to fit t h e l o n g - t e r m 
unemployed into existing job possi­
bilities. This change has partly been 
due to the high cost of job-creation 
schemes but also to the improved 
labour market outlook in the late 
1980s which encouraged a move 
away from measures designed to al­
leviate mass unemployment to 
those which concentrated on im­
proving the productive potential of 
the unemployed. Nevertheless, in 
some countries, especially France 
and Denmark, large scale off-the-
job training programmes have been 
part of the policy package for sev­
eral years. 

The development of innovat ive 
placement measures such as job 
clubs offers a lower-cost alternative 
to traditional measures. Measures 
which improve the abilities of the 
long-term unemployed — through 
vocational training or improvement 
in job application skills — can also 
help them overcome the discrimina­
tion they face in the labour market. 
This emphasis on vocational train­
ing and job-search skills for the 
unemployed is most in evidence in 
France, the Netherlands, Ireland, 
Portugal and the UK. However, 
these types of measures have been 
found to be most successful for 
clients who are 'job-ready', and in 

local labour markets where there is 
a ready supply of vacancies. They 
are much less effective in very de­
pressed local labour markets. 

Interviews aimed at counselling the 
unemployed, preventing them from 
slipping into the trap of long-term 
unemployment, and greater em­
phasis on effective ta rge t ing of 
measures were major policy devel­
opments of the 1980s. One of the 
challenges of the 1990s will be to 
develop sensitive forms of counsell­
ing for the long-term unemployed, 
having regard for their social prob­
lems and allowing them freedom of 
choice in the labour market. Allow­
ing individuals freedom of choice in 
the labour market may increase the 
length of time they take to find a job 
but such an approach is more likely 
to result in the individual taking an 
appropriate, and lasting, job. 

Information is a major obstacle to 
the improvement of actions to com­
bat unemployment. A comprehens­
ive evaluation process both allows 
the effectiveness of a policy to be 
improved and provides the informa­
tion required to assess the effective­
ness of proposed actions. Within the 
European Community's ERGO pro­
gramme (see Employment in Eu­
rope 1989), a l a rge-sca le 
programme of evaluations of local 
actions in favour of the long-term 
unemployed has been undertaken. 
Comparisons of the effectiveness of 
such policies can thus be more read­
ily made on the basis of European-
wide experience. 
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Chapter 4 European Integration and Regional Labour 
Markets 

As 1992 approaches, differences in employment conditions 
remain wide between the less developed regions and the rest 
of the Community. Little progress was made in the 1980s in 
narrowing the gap in jobs opportunities and unemployment 
rates. 

Introduction 

The economic and monetary unifi­
cat ion of the Communi ty is 
gathering pace. The Internal Mar­
ket is well on t a r g e t for 
completion by 1992 and, while the 
timetable for the establishment 
of Europe's future monetary sys­
tem still remains to be settled, 
m o n e t a r y coope ra t i on h a s 
strengthened with the entry of 
the UK into the ERM network. 

As far as employment issues are 
concerned, the focus so far has 
been largely on the aggregate ef­
fect of unification on growth and 
employment, as treated in the 
Cecchini Report or on the implica-
t ions for p a r t i c u l a r sec tors 
{Employment in Europe 1989 
Chapter 3). 

However, other possible impacts 
need to be considered. Economic 
and social cohesion is a central 
objective of the Community, 
which needs to be maintained and 
strengthened. It is important, 
therefore, that the unification 
process not only increases aggre­
gate performance but also acts to 

narrow disparities in real income 
and employment opportunities 
between different parts of the 
Community, and indeed between 
different social groups. 

This chapter seeks to highlight 
the nature and scale of the chal­
lenge which confronts the 
Community in its efforts to ensure 
that people in different areas have 
comparable opportunities to find 
decent jobs, and to assess how far 
recent experience suggests that 
the Community is converging in 
employment and labour market 
terms. 

The focus on regional differences 
in employment and labour market 
supply conditions is required be­
cause , as the process of 
unification takes place, the econ­
omic r e l evance of n a t i o n a l 
boundaries will progressively 
diminish. At the same time, the 
creation of a single economic 
space within the Community im­
plies that the regional balance in 
the demand for, and supply of, la­
bour will increasingly become a 
matter of general Community pol­
icy concern and not just that of the 
Member State concerned. 

The Process of 
European Labour 
Market Integration 

Up to now, movements of labour, 
or indeed capital, in response to 
demand and supply imbalances 
have largely taken place within 
national borders. The scale of 
t ransnational flows of labour, 
with notable exceptions, have 
been relatively small and have de­
creased, rather than increased in 
recent years. In effect, economic 
adjustments between Member 
States occurred more through 
trade and exchange rate adjust­
ments than through movements 
of factors of production. 

It is possible tha t this could 
change as a result of further inte­
g r a t i o n m e a s u r e s and the 
economic forces which they are de­
signed to release. On the other 
hand, in terms of the pursuit of 
greater economic and social cohe­
sion, it is i m p o r t a n t t h a t a 
ba l anced d e v e l o p m e n t is 
achieved, not only as between 
Member States, but also as be­
tween regions. Large movements 
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Output, Income and Investment in the 

Developed and Less Developed Member States 
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of labour from one area to an­
other are liable both to widen 
d ispar i t ies in economic perfor­
m a n c e , a s t h e w o r k f o r c e in 
weaker regions is depleted, and 
to add to congestion and environ­
menta l problems in the s t ronger 
regions. 

Long- te rm t r e n d s in economic 
growth and real income in Mem­
ber States are reviewed in this 
chapter. However, part icular at­
tention is paid to the period 1985 
to 1989. This is not only because 
it is the longest period for which 
reasonab ly cons i s t en t regional 
data are available. It is also be­
cause it was a period when there 
was sustained growth of output 
and an especially high rate of em­
p l o y m e n t g r o w t h in t h e 
Community as a whole. 

The i m p a c t of h igh economic 
growth ra tes on unemployment 
and labour force participation, as 
be tween regions , is s tudied in 
order to be able to anticipate what 
d e g r e e of p r o g r e s s m i g h t be 
achieved if such growth r a t e s 
could be sustained in the future. 

The chapter begins by examining 
whether there has been any long-
term convergence or divergence in 
GDP growth, income per head, 
employment creation and unem­
p loyment as be tween Member 
S t a t e s of the Communi ty over 
time. 

The main emphasis , however, is 
on identifying future employment 
needs in different par t s of the 
Community, based on their ex­
pected g rowth in work ing-age 
population and prevailing levels 
of unemployment and inactivity. 
Differences in number s in em­
ployment relative to working-age 
population across the Community 
a r e e x a m i n e d , and e s t i m a t e s 

made of the relative importance of 
concealed labour supply as com­
p a r e d wi th r e c o r d e d r a t e s of 
joblessness. 

A part icular focus is on differen­
ces between the less developed 
r e g i o n s , as de f ined for Com­
m u n i t y S t r u c t u r a l F u n d 
purposes, and the rest of the Com­
m u n i t y , s ince t h e s u c c e s s or 
failure of the unification process 
will be judged not only by its effect 
on aggrega te economic perfor­
mance but also by the benefits it 
brings to the poorest, most econ­
omically deprived areas. 

Developments in the structure of 
employment between regions are 
also considered, notably in terms of: 

• the sectoral shifts in employ­
ment across the Community to 
see whether the direction and 
scale of general trends — the 
growth of services and the de­
cline of agriculture (as dis­
cussed more fully in Chapter 5) 
— are similar in different 
areas, the weaker as well as the 
stronger regions; 

• the implications for employ­
ment of demographic vari­
ations, in particular, differences 
in dependency ratios — i.e. the 
proportions of the population 
not in paid employment — from 
one area to another; 

• migration flows between Mem­
ber States and regions in order 
to identify the main directions 
and scale of labour force move­
ment within the Community; 

• variations in labour costs be­
tween different regions to see 
how much of an incentive they 
offer businesses to relocate pro­
duction from one area to 
another. 

Convergence 
in Economic 
Performance 

Achieving real economic conver­
gence of the different regions and 
areas of the Community is the pro­
cess of br inging together the i r 
economic and social standards and 
the reduc t ion of d i spa r i t i e s in 
relative levels of income per head. 

Over the past 25 years, the less 
developed countries of the Com­
muni ty have tended to show a 
higher ra te of economic growth 
than the more developed Member 
States. This was particularly so in 
the ten years between 1965 and 
1975 , w h e n S p a i n , P o r t u g a l , 
Greece and Ireland all grew much 
faster, in terms of GDP, than the 
rest of the Community, the dif­
ference averaging around 1-2% a 
y e a r (Graph 53). I ta ly , whose 
Southern regions are among the 
least developed in the Community 
but whose Northern regions are 
among the most prosperous, also 
grew significantly faster than the 
Community average. 

In the following ten years, 1975 to 
1985, the experience was more 
mixed, wi th Spa in growing by 
only 1.5% a year — a slower ra te 
than any other Member Sta te — 
and growth in Greece and Portu­
gal averaging only 0.5% a year 
more than the Community aver­
age. I re land was an exception, 
continuing to grow at 3.7% a year 
over this period. 

Between 1985 and 1990, the re 
was a dramatic improvement in 
the growth performance of Spain, 
with its growth rate exceeding the 
Community average by 1% a year. 
Portugal also achieved a similarly 
high growth rate . Ireland fell back 
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Trends in Average Income per Head 

57 Income per head 1989 58 Change in income per head 1980-85 

59 Change in income per head 1985-89 60 Income per head in Objective 1 
regions and elsewhere 1980, 85, 89 
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a little in relative terms, although 
its ra te of GDP growth was still 
s l i g h t l y b e t t e r t h a n a v e r a g e , 
whi le t h e Greek p e r f o r m a n c e 
d e t e r i o r a t e d cons ide rab ly , i t s 
average growth rate being under 
2% a year — over 1% below the 
Community average. Growth in 
Italy was around the average. 

The relative growth performance of 
the less developed countries since 
1965 suggests progress in real con­
vergence over th i s period as a 
whole. However, account has also to 
be taken of differences in relative 
rates of population growth. Since 
this has been much higher in the 
less developed countries than else­
where in the Community over much 
of the past 25 years, GDP growth 
needed to be higher simply to main­
tain relative real income levels. 

In fact, although growth ra tes in 
the less developed countries in the 
period 1965 to 1975 were more 
than sufficient to compensate for 
their higher growth of population, 
in the following ten years — 1975 
to 1985 — GDP growth was not 
sufficient to offset t he h ighe r 
population growth, except in Ire­
l a n d ( G r a p h 54) . The gap in 
income per head be tween the 
m o r e d e v e l o p e d a n d l e s s de­
veloped Member S ta te s , which 
had narrowed appreciably over 
the preceding ten years, widened 
again (Graph 55). 

Since 1985, Spain, Portugal and 
I r e l a n d h a v e a g a i n e n j o y e d 
growth in GDP per head well 
above the Community average — 
by 1% a year more — and the aver­
age gap in real income per head 
between the r icher and poorer 
countr ies nar rowed perceptibly 
b e t w e e n 1985 a n d 1 9 9 0 . In 
Greece, however, growth in out­
put per head was over 1% a year 
below average. 

Despite these improvements, the in­
come gap remains substantial. In 
1990, the average level of real in­
come in the four less developed 
Member States (measured in terms 
of purchasing power standards to 
allow for differences in consumption 
patterns) was less than 70% of the 
average level in the seven more de­
veloped countries (excluding Italy 
from the comparison because of the 
differences between the North and 
South). This difference is the same as 
it was 15 years earlier, in 1975. 

Fixed investment is important for 
strengthening productive capacity 
over the long-term and the less de­
veloped countries have had, on 
average, a consistently higher level 
of expenditure in relation to GDP 
than the rest of the Community. 
The difference has followed closely 
the relative rates of GDP growth, 
widening between 1965 and 1975 
when the growth performance of the 
less developed countries was supe­
rior, narrowing significantly over 
the next ten years when growth fell, 
and widening again after 1985 
(Graph 56). This illustrates the role 
of GDP growth in stimulating the 
investment required to support and 
reinforce the growth of output and 
real income. 

Regional Trends in 
Income per Head 

Income per head, of course, varies 
much more between regions across 
t he C o m m u n i t y t h a n be tween 
Member States. In 1989, the aver­
age level of income per h e a d 
(measured in terms of purchasing 
power standards) in all regions of 
Ireland, Portugal, Southern Italy 
and Greece and almost all regions 
of Spain was over 20% below the 
Community average. In contrast, in 
a number of regions of Southern 
G e r m a n y and N o r t h e r n I t a ly , 

Greater London, Paris and North-
E a s t S c o t l a n d ( w h e r e oil is 
important) the average level was 
20% above the Community average 
(Map 57). 

There was little sign of any narrow­
ing of the gap in income per head 
over the 1980s as a whole. In the 
first half of the decade, regions to 
experience the highest gains in­
cluded parts of Southern Germany, 
South-East England, Denmark and 
Paris, where income per head was 
already relatively high. On the 
other hand, Northern Ireland, Cen­
tral Portugal and parts of Eastern 
Spain and Southern Italy, which 
had amongst the lowest levels of 
income per head in the Community, 
also showed significant gains over 
this period (Map 58). 

In the second half of the 1980s, be­
tween 1985 and 1989, the pattern of 
relative rates of change was quite 
different. Most of Southern Ger­
many, Denmark and the Pa r i s 
region, which had high rates of 
growth in income per head in the 
earlier five years all experienced 
relatively low rates of growth in the 
latter part of the decade, so tending 
to narrow the gap between rich and 
poor regions (Map 59). At the same 
time, however, Northern Ireland, 
Centra l Por tugal and Southern 
Italy, as well as many par ts of 
Greece, also experienced relatively 
low rates of increase, which worked 
in the opposite direction. 

On the other hand, many parts of 
Spain, Portugal and Ireland, which 
had experienced relatively small 
rises in income per head or even 
decreases over the first half of the 
1980s, all showed above average 
growth in the second half so tending 
to narrow disparities. 

For the less developed regions as a 
whole (those classified as Objective 
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1 regions for Structural Fund pur­
poses), the average increase in 
income per h e a d was s l igh t ly 
greater between 1985 and 1989 
than in the rest of the Community 
(about 0.5% a year more), whereas 
it had been smaller over the preced­
ing five years (about 0.25% a year 
less). Nevertheless the average in­
come per head in the less developed 
regions was still less than 60% of 
the level in the other Community 
regions in 1989 (Graph 60). 

Wages and 
Labour Costs 

It is difficult to examine wages and 
labour costs on a regional basis ex­
cept for manufacturing industry, 
because of data problems (see Chap­
ter 6). At the national level, the 
average levels of compensation of 
employees (wages plus non-wage la­
bour costs in the form of social 

insurance contributions and so on, 
which is arguably a more com­
parable measure not only of labour 
costs but also of wage income than 
gross wages alone) in 1988 were very 
similar in most Northern Member 
States. In terms of ECU, the dif­
ference in average labour costs per 
employee between the Netherlands, 
which had the highest level in the 
Community, and Denmark, which 
had the sixth highest level, was only 
around 8% (Graph 61). This is signi­
ficantly less than the difference in 
1985 (18%) or in 1980 (30%). The 
average cost of employing someone 
has therefore become much closer in 
these countries. 

Moreover the rank order of the 
Nor thern countries in te rms of 
average compensation of employees 
did not change much over the 1980s, 
except that Germany moved suc­
cessively from being fifth to fourth 
to second over the period. 

61 Average labour costs of employees in the 
Member States 1980, 85, 88 

1O0O ECUs per employee 

The rank order of the remaining six 
countries also remained more or 
less the same during these years, 
except that Greece instead of Portu­
gal became the country with the 
lowest average labour costs in the 
Community, with a level in 1988 
only around one-seventh of that in 
the six Northern countries. 

The difference in average labour 
costs between the six lower wage 
countries, and between them and 
the six high-wage countries, tended 
to widen over the 1980s. In particu­
lar (leaving aside Portugal and 
Greece where wages were consider­
ably lower than elsewhere) the 
difference in the average level be­
tween Italy, the seventh ranked 
count ry , and Spain , t he t en th 
ranked, was over 30% in 1988 as 
against less than 10% in 1980. Con­
versely the difference between 
average labour costs in the highest 
and lowest ranked countries in the 
Community narrowed from around 
5 times to 4 times, between 1980 
and 1988. 

When measured in terms of purchas­
ing power standards, which take 
account of differences in consump­
tion patterns and relative prices 
between countries, the differences in 
average labour costs per employee 
between countries are significantly 
less than when measured in terms of 
ECU (Graph 63). This is because the 
levels of consumption of different 
types of goods and services are not 
the same across countries. Moreover, 
goods and services tend to have 
lower prices where they are heavily 
consumed, equalising to some extent 
r e l a t i v e r e a l i n c o m e s . When 
measured in these terms, the gap 
between the highest and lowest wage 
countries is reduced from 4 times to 
2 times in 1988. 

Comparing average compensation 
per employee across Member States 
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Average Wages of Employees in the Member States 

1980,1985 and 1988 
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66 Employment growth in the developed and less 
developed Member States 

1965-75,1975-85,1985-90 

Average annual growth (% 
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67 Unemployment rates in the developed and less 
developed Member States 

1965-75,1975-85,1985-90 

% labour force 

with average real income per head 
of population shows a similar pat­
tern, with one or two exceptions. 
One particular exception is the UK. 
Compared with o the r Member 
States, it has a significantly higher 
level of income per head of popula­
t i o n r e l a t i v e to i t s a v e r a g e 
compensat ion per employee — 
which was considerably below the 
Community average in 1988. The 
reason is that , relative to other 
countries, the UK has more of its 
populat ion in employment and 
generating income. This compen­
s a t e s for t h e low leve l of 
productivity — and wages — per 
worker in the UK and raises the 
real income per head of population. 
Much the same is true of Denmark, 
while the reverse applies to Spain 
and Italy, both of which have low 
proportions of their populations in 
employment. 

The pattern of average labour costs 
per employee for the economy as a 
whole, as between Member States, 
is broadly repeated for individual 
sectors. However while the rank 
order of countries is similar in each 
case, the scale differences between 
countries tends to be somewhat 
greater when each sector is con­
sidered individually (Graphs 62 to 
65). 

Convergence in 
Employment Levels 

Despite their success in achieving 
relatively high rates of economic 
growth, employment growth in the 
less developed countries has been 
d i sappoin t ing over the l as t 25 
years. In the period 1965 to 1975, 
only Spain managed to achieve an 
increase in employment above the 
Community average while, over the 
following ten years, only Greece had 
any significant expansion in em­
ployment at all. In both Spain and 
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Portugal, employment declined be­
tween 1975 and 1985 and , in 
Ireland, it remained more or less 
constant (Graph 66). 

Since 1985, of the less developed 
countries only Spain has achieved a 
rate of employment growth above the 
Community average. In Greece and 
Ireland, growth of employment was 
under 1% a year, while employment 
in Portugal fell slightly. (It should be 
emphasised that the employment 
figures used in this analysis are ine­
vitably based on various statistical 
sources since the Labour Force Sur­
vey s tat is t ics generally used in 
Employment in Europe only go back 
until 1983. For the most recent period 
the LFS statistics show an increase 
of employment in Portugal of almost 
3% a year, which is in line with GDP 
growth.) 

Unemployment rates in all the less 
developed countries were above 
those in the rest of the Community 
over the period 1965 to 1975. How­
ever, only in I re land — where 
unemployment at the time was 6%, 
and the highest in the Community — 
was the difference substantial. In 
Spain, Portugal and Greece, the rate 
of unemployment averaged 3—4% 
over these ten years. In the following 
ten years, only Greece had an aver­
age unemployment rate below the 
Community average, the rate in 
Spain and Ireland being close to 12%. 
Over the period 1985 to 1990, unem­
ployment in Portugal has fallen 
below that in most of the rest of the 
Community, but in Spain and Ire­
land the rate has increased even 
further above the Community aver­
age to reach 18-19% (Graph 67). 

Measuring 
Employment Needs 

The employment needs of particular 
regions can be measured in terms of 

two factors — the number of people 
joining the labour market for the 
first time, and the numbers at pres­
ent without a job. The first factor is 
not difficult to measure in the sense 
that changes in the population of 
working-age — i.e. those aged be­
tween 15 and 64 — are known, and 
give a reasonable estimate of those 
potentially available to come onto 
the labour market (Map 68 shows 
the dis t r ibut ion of working-age 
population in 1989). The second is, 
however, more problematic. 

The usual measure of the number of 
people looking for work is unem­
ployment statistics. However, these 
statistics include only those who 
have clearly indicated that they are 
looking for work. They do not cover 
all those who might like to be in 
employment if they could find a job, 
or who would be encouraged to work 
if work were available. Even where 
appropriate adjustments are made 

to the estimates of the numbers un­
employed, a sizeable proportion of 
people may remain unrecorded. 
These people, mostly women, are 
usually regarded as inactive and 
therefore not par t of the labour 
force. Yet, whenever there is any 
sizeable expansion in the number of 
jobs on offer, these supposedly inac­
t i v e p e o p l e a p p e a r to fill a 
significant proportion of the jobs 
which become available (see Chap­
ters 1 and 3). 

Unemployment figures may not, 
therefore, be a reliable guide to those 
who might want to work if more suit­
able jobs became available as would 
happen if closer European integra­
tion had the effect on employment 
widely expected of it. A better indica­
tion of this — and therefore of the 
unutilised labour force in any lo­
cality — is given by the ratio of 
employment to working-age popula­
tion. In places where this is low, it 

68 Distribution of working-age populat ion (15-64) 
1989 
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69 Employment/working-age populat ion ratios 1989 
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seems reasonable to assume that 

there are relatively high numbers of 

economically inactive people who 

would like to work if employment 

opportunities were created whether 

these are revealed in the unemploy­

ment figures, or not. 

The proportion of the working­age 

population in employment tends to 

be higher, in general, in the more 

prosperous and developed Northern 

regions than in the less developed 

Southern regions (Map 69). On 

average, this proportion was 62% in 

1989 in the more developed parts of 

the Community as against only just 

over 50% in the developing regions 

of the Community (those classified 

as Objective 1 for Structural policy 

purposes). Moreover, since 1985 the 

proportion has increased more in 

developed regions than in the less 

well developed areas (Graph 70). 

Whereas the proportion of people of 

working age in work reached 75% in 

Denmark and South­East England 

and 70% in Southern Germany in 

1989, it was below 50% in all of 

Spain (except the extreme North­

west), in Ireland and in much of 

Southern Italy (Map 69). 

However, this pattern is not univer­

sal. The proportion of working­age 

population in work in 1989 was 

below 55% in much of the Nether­

lands and Belgium as well as in 

parts of central Germany, whereas 

the proportion was over 60% in 

Northern Portugal and over 55% in 

Greece (Map 69). 

Official unemployment in the Com­

munity, as measured in the rates 

calculated by Euros ta t for com­

parat ive purposes, ranged from 

over 12% in Southern Italy, much of 

Spain and Ireland (both North and 

South of the border) as well as in the 

Calais and Languedoc­Roussillon 

regions of France, and Hainaut in 

Belgium in 1990, to under 4% in 
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Southern Germany, Northern Italy 

and central Portugal (see Map 6 in 

Chapter 1). Unemployment is now 

rising and, according to the latest 

monthly figures (May 1991), it is 

still over 12% in much of the less 

developed parts of the Community. 

On average, the proportion of work­

ing ­age p o p u l a t i o n who were 

classified as unemployed in the less 

developed regions was almost 9% as 

opposed to just over 5% in the rest 

of the Community. 

Estimating hidden 

labour supply 

In Denmark, in 1989 employment 

amounted to over 75% of working­

age population, and unemployment 

stood at 8%. This means that only 

around 17% of people of working­

age were inactive and not counted 

as part of the labour force. While 

th i s proport ion is considerably 

lower than in other parts of the 

Community, it is similar to that in 

other Scandinavian countries — all 

of which have given priority to mak­

ing it easier for married women and 

other groups to participate in the 

labour force. It seems reasonable to 

suppose that over time — even if 

over a long time in a number of 

cases — regions outside Denmark 

could attain a similarly low inactiv­

ity rate. 

In order to get an idea of the 

possible scale of this effect, an esti­

mate of hidden labour supply has 

been made, based on the conserva­

tive assumption that a hard core of 

20% (rather than the 17% in Den­

mark) of working­age population 

would remain inactive irrespective 

of the number of jobs on offer, and 

irrespective of the measures taken 

to facilitate participation. This is on 

a par with the inactivity rate in the 

US (Graph 1, Chapter 1). 
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73 Change in working-age populat ion 1985-89 
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Clearly, this can only be a rough 

assumption. It is possible that there 

are genuine, inherent, differences 

between regions as regards the pro­

portion of the so­called inactive 

population who would like to work. 

This may be because of deep­seated 

social or cultural differences or be­

cause of differences in, for example, 

the proportion of women with young 

children who would prefer to stay at 

home, at least during their early 

years. It is also possible that there 

are significant regional variations in 

the proportion of people over 65 who 

would like to work. Nevertheless it 

provides a useful indicator of the 

potential scale of under­employment 

or hidden labour supply across the 

Community as it progresses through 

the 1990s. 

The estimates achieved in this way 

suggest that hidden labour supply 

was significant in almost all areas 

outside Denmark in 1989 (Map 71). 

Over much of Germany and France, 

it exceeded 10% of working­age 

population and, in the prosperous 

and developed regions of Northern 

Italy, it exceeded 15%. In most of the 

poorer, less developed regions, in 

Spain and Southern Italy, the hid­

den labour supply rate exceeded 

20%. This figure was also found, per­

haps unexpectedly, in all regions of 

Belgium. 

On average, hidden labour supply in 

the less developed regions, ex­

p r e s s e d in r e l a t i o n to t h e i r 

population of working­age, can be 

estimated at over 20%, in 1989, 

against a rate of under 13% in other 

parts of the Community (Graph 72). 

This difference is significantly 

greater than for unemployment. 

Taking hidden labour supply and un­

employment together, jus t under 

30% of people of working­age were 

actual or potential job seekers in the 

less developed regions in 1989, com­

pared with under 20% in other areas. 
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Working age population 

Over the Community as a whole, the 

working­age population increased by 

around 1% between 1985 and 1989. 

There were, however, significant dif­

ferences between regions (Map 73). 

In general, (but with exceptions) the 

increases tended to be higher in the 

South of the Community than in the 

North. Indeed in many of the most 

prosperous and most developed areas 

— in Northern Italy, Southern Ger­

m a n y , t h e P a r i s r eg ion a n d 

South­East England — there was 

little growth at all in the working­age 

population. In Greece, Southern Italy 

and much of Spain and Portugal, the 

increase was more than 2%, in some 

cases significantly more. 

On average, the increase in working­

age population over the period was 

almost 3% in the less developed (Ob­

jective 1) regions as against just over 

1% in other areas. In broad terms, 

therefore, the differential rates of 

growth of working­age population 

added to the existing differences in 

rates of unemployment or under­em­

ployment between regions, thereby 

increasing the need for jobs in the 

Southern regions of the Community 

and Ireland, as compared with the 

rest of the Community (Graph 74). 

The change in working­age popula­

tion recorded in each area depends 

not only on endogenous population 

growth, but also on inward and out­

ward migration. Though migration 

flows have, in the past, tended partly 

to offset relatively high na tura l 

population growth in less developed 

regions, the scale of movement over 

the past few years has been small, as 

shown below. 

Employment 

Although there was a substantial 

increase in employment in the Com­

munity as a whole between 1985 
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77 Change in unemployment rates 1985-89 
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and 1989, the experience in differ­
ent regions varied significantly. In 
major areas — over much of France 
and Italy and parts of Northern 
Germany — the numbers in em­
ployment actually declined (Map 
75). 

In the North of the Community, the 
numbers in employment rose consid­
erably in many regions. This was the 
case over much of the UK, where 
unemployment was above the Com­
munity average at the beginning of 
the period, but also in areas of South­
ern Germany where unemployment 
was below average. 

In the South of the Community, em­
ployment increased at well above 
average in Southern Spain, central 
Portugal, Sardinia and Brittany (at 
over 10% in the four years). By con­
trast, in the South of Italy, Greece 
and Ireland, employment either de­
clined or rose at a relatively low rate. 

Overall there was no general conver­
gence between richer and poorer 
areas over this period. On average, 
employment in the less developed 
regions of the Community increased 
by just over 6% between 1985 and 
1989, marginally less than in the 
rest of the Community (Graph 76). 

Unemployment and 
hidden labour supply 

The effect on unemployment of dif­
fe ren t i a l r a t e s of employment 
growth was not uniform across the 
Community. Although the largest 
reductions in unemployment rates 
were in parts of the UK and Spain 
(where employment growth was hig­
hest) and the largest increases were 
in Southern Italy and Sicily (where 
employment fell), unemployment re­
mained broadly unchanged over 
much of France despite a decline in 
employment. In most regions of the 

-76 



Chapter 4 European Integration and Regional Labour Markets 

Netherlands, unemployment was 

only a little lower in 1989 than it had 

been in 1985, even though employ­

ment rose significantly over the 

period (Map 77). 

On average, the recorded rate of un­

employment actually rose by around 

0.5% of the labour force in the less 

developed regions between 1985 and 

1989, despite the growth in employ­

ment whereas, in the other parts of 

the Community, it fell by over 1% 

(Graph 72). 

The estimate of hidden labour sup­

ply showed a similar pat tern of 

change over this period. It declined 

quite significantly over much of 

Spain, Portugal and the UK, where 

official rates of unemployment also 

fell and it increased over much of 

France and Ireland where unem­

ployment also rose or declined only 

marginally. There were, however, a 

number of exceptions to this tend­

ency. It fell substantially in the 

Netherlands as well as in parts of 

Southern Italy — two areas where 

unemployment declined only slight­

ly. Moreover, it increased in Brittany 

whereas unemployment showed an 

above average decline (Map 78). 

In the less developed regions overall, 

hidden labour supply (as a percent­

age of working­age population) fell 

on average by slightly more than in 

other parts of the Community be­

tween 1985 and 1989. Nevertheless 

the average rate remained around a 

third higher in the former than in the 

latter, at over 20% as opposed to less 

than 13%. 

When taken together, unemploy­

ment and hidden labour supply 

declined over this period by only 

half as much in the less developed 

regions (by 1.6% of working­age 

population) as in the rest of the 

Community (where the fall was 

3.1% —Graph 72). 

Employment/population 

ratios 

The deterioration in the position of 

the developing regions over this 

period is partly a consequence of 

fewer additional jobs being created 

and par t ly a reflection of their 

higher growth in working­age popu­

lation (which was adding to a labour 

supply already in excess of the em­

ployment on offer, and which was 

only marginally reduced by out­

ward migration). 

The net effect of these differential 

ra tes of growth was tha t the ra te 

of employment (i.e. the ratio of 

employment to working­age popu­

l a t i o n ) rose on a v e r a g e by 3 

percentage points in the more de­

veloped par ts of the Community 

between 1985 and 1989 and by 

only 1.5% in the less developed 

regions (Graph 70). 

For women, the difference in experi­

ence was even more marked. In the 

less developed regions, the employ­

ment rate of women, which averaged 

30% of the working­age population in 

1985, increased to just under 33% in 

1989. In other parts of the Com­

munity, the employment rate of 

women rose from 43% to over 49%. 

Labour force 

participation 

In terms of labour force participa­

tion, a major difference remains as 

between the richer, more developed 

regions and the less developed. Al­

though labour force participation 

(defined as employment plus unem­

p l o y m e n t as a p e r c e n t a g e of 

working­age population) increased 

more in the peripheral regions of the 

Community between 1985 and 1989 

than in other areas, this conceals the 

fact that much of the rise in partici­

79 Female share of employment 1989 
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80 Female contribution to 1985-89 employment change 
1985-89 

GR national figure only 

pation in the former areas was asso­
ciated with a rise in the numbers 
recorded as unemployed. Whereas in 
the more developed regions 42% of 
the growth in employment over this 
period can be attributed to increased 
participation, in the less developed 
regions, the figure was only around 
30%. 

Thus, a considerable proportion of 
people of working-age who could 
have expected to find work had they 
lived elsewhere, remain effectively 
excluded from the labour market 
over much of the less developed part 
of the Community. Most of these 
people are women, especially mar­
ried women, since the participation 
rates of men are very similar from 
one part of the Community to an­
other. 

Employment 
opportunit ies for women 

81 Female employment change 1985-89 

Decrease 

< 5% increase 

5—10% increase 

> 10% increase 

No data 

GR national figure only 

The importance of the employment 
of women varies significantly across 
the Community. Broadly, as re­
flected in the employment/popula­
tion ratios, it is relatively high in the 
more developed Northern regions 
and relatively low in the poorer, less 
developed regions (Map 79). There 
are, however, exceptions. In particu­
lar, it is lower than the Community 
average in parts of the Netherlands 
and Belgium (which are highly de­
veloped) and higher than average in 
Portugal and parts of Greece. 

The importance of female employ­
ment has increased progressively 
over time over the Community as a 
whole. Of the additional jobs cre­
ated in the Community between 
1985 and 1989, significantly more 
went to women than to men (see 
Chapter 1). However, again, this 
was not the case in all regions. In 
Southern and Eastern Spain, where 
employment growth was relatively 
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high, less than half the additional 
jobs went to women (even though 
the e m p l o y m e n t of women in­
creased at a rate well above the 
Community average — Map 81). 
This was also the case in Brittany 
and Northern Ireland, which also 
experienced comparatively large 
gains in employment (Map 80). 

In other peripheral regions, on the 
other hand — in Ireland, Central 
and Northern parts of Spain, the 
South of France, much of Southern 
Italy and Greece — women did in­
c r e a s e t h e i r s h a r e of t o t a l 
employment. Even where there was 
little or no increase in total employ­
ment — in Greece and much of 
Southern Italy — the employment 
of women rose by more than the 
Community average. 

Overall, the evidence of any conver­
gence in the s h a r e s of female 
employment across the Community 
is p a t c h y . Mos t a r e a s w h e r e 
women's share of employment had 
been relatively low experienced a 
relatively large rise between 1985 
and 1989. However, in the UK, Den­
mark and many parts of France and 
Germany, where women's employ­
ment was already high in 1985, its 
importance had increased further 
by 1989. Thus the relative dis­
pari t ies between areas changed 
comparatively little. 

Part-time working 
The presence of part-time working 
compared with full-time working 
varies considerably across the Com­
munity (Map 82). In general, it is 
comparatively low in the poorer, less 
developed regions, such as in Greece, 
Portugal and Ireland, where it ac­
counts for u n d e r 10% of to ta l 
employment. In the more developed 
regions, however, although it is 
generally more important, there is 
little systematic tendency for the 

proportion working part-time to in­
crease with the level of economic 
development in the region concerned 
(as reflected in incomes per head). 

Whereas par t - t ime working ac­
counted for over 20% of to ta l 
employment in 1989, in Denmark, 
the Netherlands and South-East 
England, its level is much lower 
over most of Germany, France and 
Northern Italy. Clearly this is a re­
flection of many factors, economic, 
legislative and social. 

There has been a tendency, how­
ever, for p a r t - t i m e working to 
increase particularly rapidly in the 
most economically successful and 
most prosperous areas of Germany, 
France and Northern Italy — for 
example, in Bavaria, in the Paris 
region and in Emilia-Romagna. In 
these areas, not only did the num­
bers employed on a part-time basis 
go up by more than 10% between 

1985 and 1989, but they accounted 
for more than half the total rise in 
employment over the period. 

At the same time, the number of 
part-time workers also rose signifi­
cant ly in some less developed 
regions, such as in Northern Portu­
gal, the most southerly part of Italy 
and Ireland. In many other similar 
areas, however — including Greece, 
Central Portugal and most of South­
ern Italy — it declined further over 
this period from levels which were 
already low. 

Convergence in 
Sectoral Distribution 
of Employment 

Sectoral structures 
By and large, the peripheral re­
gions of the Community have a 

82 Part-time employment as a share of total employment 
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Sectoral Distribution of Employment 

83 Share of employment in agriculture 
1989 

84 Share of employment in industry 
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higher proportion of people em­

ployed in agriculture and a lower 

proportion employed in industry 

than the more central par ts of the 

Community (Maps 83 and 84). In 

1989, in I r e l a n d , Greece , and 

m u c h of S p a i n , P o r t u g a l and 

Southern Italy, over 15%, and in 

many cases over 20%, of employ­

ment was in agriculture and less 

than 30% in industry. By contrast, 

in the UK, (except for Northern 

Ireland), and most of the Nether­

l ands , Belgium and G e r m a n y , 

a g r i c u l t u r e accounted for less 

than 5% of employment. On aver­

age, developing regions had 19% 

of employment in agriculture as 

against under 5% in the rest of the 

Community and less than 28% in 

indus t ry as opposed to 34% in 

other areas (Graph 86). (Employ­

ment in agriculture and the issue 

of rural development is examined 

in detail in Chapter 5). 

Having a low proportion of the 

working population employed in 

agriculture does not necessarily 

imply a high proportion employed 

in industry since much industrial 

employment in the Community is 

c o n c e n t r a t e d in t h e c e n t r a l 

tr iangle of Southern and Central 

G e r m a n y , N o r t h e r n I t a ly and 

Eas te rn France. In these areas 

over 40% of jobs were in industry 

in 1989. Outside this area, only 

the West Midlands in the UK, 

Catalonia and the Basque region 

in Spain, and Northern Portugal, 

have comparably high concentra­

t ions of employment . (Employ­

ment in industry is considered in 

Chapter 6). 

Employment in services is not 

spread evenly across the Com­

m u n i t y ( M a p 8 5 ) . S e r v i c e 

employment is, of course, particu­

la r ly h igh in l a rge c i t ies l ike 

London, Paris , Brussels, Amster­

dam and Ro t t e rdam and, to a 

l e s s e r e x t e n t , M a d r i d , w h e r e 

there is a large concentration of 

financial and business services. It 

is only slightly less high in the 

other, more prosperous, areas of 

the Community, such as South­

East England, Denmark and the 

Nether lands. But it also tends to 

be high in tourist a reas such as 

the South of France, Bri t tany and 

the Balearics. It is also high in 

much of Southern Italy, where 

t o u r i s m is no t deve loped b u t 

where there is a relatively high 

proportion of employment in pub­

lic services. 

By contrast, employment in ser­

vices is relatively low not only 

over much of Spain, Portugal and 

Greece but also over much of Ger­

many, particularly the industr ial 

South where in a number of re­

gions it accounts for less than 50% 

of those in work. 

On average, only jus t over half of 

employment in the less developed 

regions was in the service sector 

in 1989 as compared with 61% in 

other par ts of the Community and 

an average of 70% in the US. 

Convergence in 

employment structure 

Between 1985 and 1989,, employ­

m e n t in s e r v i c e s in t h e 

Community as a whole went up at 

over four t imes the ra te of in­

crease in employment in industry, 

while jobs in agricul ture conti­

nued to decline (Maps 87, 88 and 

89). By and large, changes in ser­

vice employment moved in line 

wi th changes in to t a l employ­

ment : those regions where the 

overall number of jobs rose at a 

relatively high rate also experi­

enced a high ra te of increase in 

87 Change in employment in agriculture 1985-89 
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88 Change in employment in industry 1985-89 
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89 Change in employment in services 1985-89 
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service employment. There were, 

however, a few exceptions, not­

ably t he S o u t h ­ E a s t corner of 

Germany and South­West Eng­

l a n d , w h e r e g r o w t h of 

employment overall was due more 

to rising employment in industry 

than in services. 

In virtually all regions, the addi­

tional jobs created between 1985 

and 1989 were predominantly in 

services ra ther than in industry 

and, in some regions, services ac­

counted for practically all of the 

net increase in jobs over this peri­

od. 

Overall, the increase in both ser­

vice and industrial employment in 

the less developed regions out­

stripped the rise in other areas 

between 1985 and 1989. For both 

sectors, the difference amounted 

to some 4 percentage points on 

average. Equally, the reduction in 

agricultural employment over the 

same period was greater in less 

developed areas than elsewhere, 

though the difference averaged 

only 2 percentage points. There 

was, therefore, an unambiguous 

convergence in the sectoral pat­

t e r n of e m p l o y m e n t in t h e 

peripheral regions towards tha t 

prevailing in the more developed 

areas. 

However, the relatively high rates 

of job creation in services and in­

d u s t r y in t h e l e s s deve loped 

regions did not prevent their over­

all employment growth lagging 

behind tha t in the rest of the Com­

munity. This outcome (illustrated 

in Graph 86) is a consequence of 

the very different initial distribu­

tion of employment between the 

broad sectors of activity in the two 

areas and, in particular, of the 

difference in the relative size of 

t h e a g r i c u l t u r a l s ec to r . Th i s 

means tha t , for every 1% reduc­
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tion in agricultural employment, 

four t imes as many additional jobs 

in industry and/or services have 

to be created in the peripheral re­

gions compared with elsewhere if 

the people released onto the la­

bour market are to be absorbed. 

In other words, in the less de­

veloped regions, employment in 

industry and services has to grow at 

a higher rate than in other areas not 

just to cater for the significantly 

higher growth of working­age popu­

lation and the larger numbers of 

unemployed (both revealed or con­

c e a l e d ) b u t a l so in o r d e r to 

compensate for the steady contrac­

t ion in t he n u m b e r of jobs in 

agriculture. This is likely to remain 

the case for many years given both 

the substantial numbers still em­

ployed in the agricultural sector in 

these regions and the long term de­

cline in employment in the sector. 

Dependency Ratios 

and Working­age 

Projections 

Peripheral regions not only have 

a lower proportion of their work­

i n g ­ a g e p o p u l a t i o n s in 

employment , they also tend to 

have comparat ively large num­

bers of both young and old people 

relative to the number of people of 

working­age. Accordingly, these 

regions tend to have greater num­

bers of people with little or no 

income compared with more pros­

p e r o u s a r e a s . T h e s o ­ c a l l e d 

dependency ratio (the number of 

people aged under 15 and over 64 

relative to the number of people in 

other age groups) is less than 40% 

in par ts of Northern Italy, Ger­

many and the Nether lands, but is 

over 50%' in m a n y reg ions of 

Spain, Portugal, Greece and Ire­

l a n d , as wel l as S o u t h ­ W e s t 

England, Wales and large areas of 

France (Map 90). 

R e c e n t p r o j e c t i o n s of f u t u r e 

changes in population of working­

age , w h i c h s h o u l d be a good 

indicator of the growth or decline 

in the potential labour force, show 

tha t some growth is likely over the 

next 25 years in many of the pe­

r i p h e r a l r e g i o n s of t h e 

Community — in Scotland, Ire­

l a n d , B r i t t a n y , N o r t h e r n 

Por tuga l , Sou the rn Spain , the 

S o u t h of I t a l y a n d S o u t h e r n 

Greece (Map 91). In many of the 

central, most developed and pros­

perous par ts of the Community, 

however, a decline in working­age 

population is forecast. This is par­

t i c u l a r l y so in G e r m a n y a n d 

Northern and Central Italy where 

in the majority of regions, falls of 

over 10% are projected between 

1990 and 2015. 

Since these projections are deter­

mined, to a significant extent, by 

the population t rends already in 

evidence (in birth ra tes in particu­

lar) and since they make some 

allowance for possible migration 

on the bas i s of p r e s e n t move­

ments , they indicate the challenge 

confronting the Community. Job 

creation will need to occur dispro­

por t iona te ly in t he pe r iphe ra l 

regions simply to jus t mainta in 

the existing gap in employment 

and unemployment ra tes between 

these and the rest of the Com­

munity, let alone reduce it. 

Fulfilling 

Employment Needs 

If these projections of working­

age population are combined with 

the es t imates of hidden labour 

supply and the figures for the 
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number of people currently unem­
ployed, the need for future jobs in 
the less developed par ts of the 
Community is substant ial . 

As an indication it can be seen 
that , in order to close the gap be­
tween the less developed regions 
and the rest of the Community in 
the ratio of employment to work­
ing-age population, employment 
would need to grow over the next 
25 years by at least 1% a year 
more than elsewhere — a perfor­
mance which is far in excess of 
what has been achieved over the 
recent past. 

Of course, these projections can­
not fully allow for the unknown 
but potentially considerable mi­
gratory movements from Central 
and Eastern Europe and from the 
South of the Mediterranean, espe­
cially if unemployment becomes 
an even bigger problem in these 

places. To tha t extent, they may 
u n d e r s t a t e fu ture employment 
needs in the Community, particu­
larly in regions bordering or close 
to the countries from which immi­
grants are likely to come. 

Labour Mobility: 
a Solution to 
Imbalance? 

One app roach to t ack l ing t h e 
problem of labour market imbal­
ances, and of uneven economic 
development, has been to encour­
age or assist people to move from 
areas where there is an excess 
supply of labour in relation to jobs 
a v a i l a b l e to a r e a s w h e r e t h e 
reverse is the case. Indeed, diffi­
c u l t y in f i nd ing e m p l o y m e n t 
locally has a lways provided a 
s t r o n g incen t ive for people to 
move to find work elsewhere. 

91 Projected changes in working-age populat ion 
1990-2015 

Usually, such movement has been 
from one region to another within 
the same country, but there have 
been a number of instances during 
the existence of the Community of 
large-scale movements between 
European and neighbouring coun­
tries. In the 1960s, for example, 
there was a considerable migration 
of North Africans into France, of 
people from the new Common­
wealth into the UK and of Turks 
and Yugoslavs into Germany. With-
in t h e C o m m u n i t y , u n t i l 
comparatively recently, there were 
large movements North from Spain, 
Por tugal , Greece and Southern 
Italy into Germany and the Benelux 
countries, while migration from Ire­
land to other European countries 
still occurs on a significant scale. 

Part of the measures included in the 
Social Action Programme involve 
the removal of the remaining restric­
tions on the movement of labour 
from one Member State to another. 
The underlying aim is to widen em­
ployment opportunities and ensure a 
more balanced labour market across 
the Community. However labour 
movements have never been seen as 
a major means of correcting labour 
market imbalance. 

Moreover, the exodus of people from 
under-developed region, by remov­
ing their income and skills, is likely 
to make it more rather than less 
difficult for such areas to generate 
s e l f - s u s t a i n i n g d e v e l o p m e n t . 
Equally, a rapid inflow of people into 
more prosperous areas can impose 
additional problems and costs in 
terms of increased congestion and in 
terms of pressure on local services, 
infrastructure and amenities. 

It is, anyway, unlikely that any 
large-scale movements in labour will 
follow the removal of any remaining 
restrictions on labour movements. 
Language and cultural differences 
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are likely to remain a significant ob­

stacle to large­scale movements of 

labour. In addition, differences in 

business practices, especially as re­

gards recruitment, promotion and 

the structure of pay, as well as in 

education and t ra ining systems, 

make it difficult for people to take up 

work in another country. 

Migration between 

Member States 

The scale of inter­country migration 

which has occurred in the recent past 

has been limited. The result is that, 

in 1989, only 4% of the people living 

in the Community were not nation­

als of the country where they were 

resident (Graph 92). (The numbers of 

people living in one country who are 

nationals of another does not give a 

complete indication of past migra­

tion, since such figures leave out of 

account those people who have im­

migrated and have since taken up 

nationality). 

Less than half of the non­nationals 

were from other Community coun­

tries. Only in France, Germany and 

Belgium was the proportion of non­

n a t i o n a l s in t h e p o p u l a t i o n 

significantly greater than the Com­

m u n i t y a v e r a g e . T h e h i g h e s t 

immigrant population is found in 

Belgium where it contributes nearly 

9%, over half of these originating 

from other Community countries. In 

Germany, before unification (which 

will change the average figure), the 

overall figure was 8%, with three­

quarters of the people concerned 

being from non­Community coun­

tries, especially countries in the rest 

of Europe. In France, the total was 

just under 7%, with a higher percent­

age (about 40%) coming from other 

Community countries. 

In relation to the size of their popu­

l a t i o n s , t h e m a i n C o m m u n i t y 

92 Share of immigrants in the total populat ion of 

Member States 1989 
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94 Age structure of the national and migrant populat ion 

in the Community 1989 
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countries to have supplied migrant 

labour to the rest of the Community 

are Ireland and Portugal (Graph 

93). Irish emigrants living in other 

Community countries in 1989 to­

talled almost 18% of the current 

population of Ireland, while the fig­

ure for Portugal was almost 10%. 

For the other countries, only in the 

case of Luxembourg and Greece was 

the figure above 4%. For Germany, 

France, Denmark and the UK, emi­

g r a n t s to o t h e r p a r t s of t h e 

Community amounted to less than 

1% of their population in 1989. 

The age­structure of the immigrant 

population in Community countries 

tends to be different from that of the 

national population. For those com­

i n g from o t h e r C o m m u n i t y 

countries, a relatively high propor­

tion tend to be of working age 

(Graph 94). However, in the case of 

immigrants coming from outside 

the Community, a high proportion 

are children under 14 (over 25%). 

95 Sectoral distribution of national and migrant workers 

in the Community 1989 

% population Agriculture ■ Industry D Services 

Nationals Other EC Non EC 

The kind of jobs taken by immi­

grants also tend to be different from 

those taken by nationals. A much 

higher proportion of the jobs they 

take up are in industry, over 40% 

for Community immigrants and 

around 50% for immigrants from 

other countries, with a lower pro­

p o r t i o n in b o t h s e r v i c e s a n d 

agriculture (Graph 95). 

In the past, the people involved in 

migratory movements have tended 

to be mainly unskilled manual wor­

kers taking up jobs in construction, 

industry or menial services. With 

the exception of the continuing mi­

g r a t i o n from I r e l a n d , s u c h 

movements have been on a relative­

ly l i m i t e d s ca l e , a n d l a r g e l y 

reversed over the past decade. 

However, there is evidence that the 

ra te of inter­country migrat ion 

wi th in the Communi ty is now 
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higher among professional and 

managerial workers than among 

manual workers, and this trend is 

likely to increase. The measures in 

the Single Market programme on 

the mutual recognition of profes­

s i o n a l q u a l i f i c a t i o n s a n d t h e 

comparability of vocational training 

qualifications will serve to facilitate 

and encourage this trend. Over 50% 

of foreign nationals coming to work 

in the UK over the period 1985­88, 

for example, were managerial or 

professional staff. A large part of 

th i s migra t ion , however, t akes 

place within mult inat ional com­

panies, as managers and skilled 

personnel are moved from country 

to country to gain experience or to 

tackle a particular job. It is also 

usually for a limited period of time 

rather than permanently. 

A resumption of large­scale move­

ments of unskilled, manual workers 

which occurred in the past seems 

unlikely. Not only is the demand for 

such workers diminishing over time 

as skills become more important, but 

also an increasing proportion of ma­

n u a l j o b s a r e no l o n g e r in 

manufacturing but in services where 

the ability to relate easily to others 

and to communicate, often in more 

than one language, is becoming im­

portant. 

Inter­regional migration 

Labour movements within coun­

tries involve fewer obstacles than 

labour movements between coun­

tries. Nevertheless, in recent years 

the scale of outward migration from 

problem regions to other a reas 

seems to have declined in Southern 

parts of the Community. In Italy, in 

particular, the large movements of, 

mainly young, people from the Mez­

zogiorno to the North in search of 

work was significantly less in the 

1980s than was the case over the 

1970s. For Sicily, for example, net 

96 Inter-regional migrat ion — Italy 
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99 Inter-regional migration — United Kingdom 

emigration averaged 0.1% of the 

population over the period 1980 to 

1988, half the rate for the period 

1975­79 and subs tant ia l ly less 

than the rates in the 1950s and 

1960s (Graph 96). The same pattern 

is evident for the Sud region and 

Sardinia. 

In Spain, there seems to have been 

a slowdown in migration between 

the first and second half of the 

1980s, with, for example, net out­

ward migration from Pais Vasco, 

Castilla la Mancha and Asturias 

falling between the two periods 

(Graph 97). 

For Germany and the UK, however, 

the pattern is somewhat different. In 

the former case, there is evidence of 

a general movement from the North 

(and East) to the South (and West) 

over the 1980s, except for Schleswig­

Holstein, the most northerly region 

which experienced a net influx of 

migrants. The scale of the move­

ment, moreover, tended to be larger 

in the second half of the 1980s than 

the first half (Graph 98). 

In the UK, there also seems to have 

been some acceleration in the scale 

of inter­regional migration over the 

1980s, with the South West, East 

Anglia, Wales and the East Mid­

lands, all experiencing larger net 

inflows between 1984 and 1988 

than over the preceding five years 

and Scotland, in particular, experi­

encing a bigger outflow (Graph 99). 

In general, however, the scale of 

inter­regional migration was rela­

tively small over the 1980s and its 

effect in reducing local population, 

and therefore local labour supply, 

was relatively minor. 

% population in region 
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Chapter 5 Employment In Agriculture: Decline And 
Diversification 

Employment in agriculture is declining rapidly but the 
sector is still important in many rural areas, especially in 
the South of the Community. Strategies for rural 
development need to be based around the specific attributes 
of different areas. 

Introduction 

Over the past 30 years, many rural 
a r e a s of t he Communi ty have 
undergone a dramatic change in 
life-style and employment. In part 
this is due to wider changes in the 
geographical distribution of the 
population, but it is also due to 
changes in the agricultural sector 
— which is a fundamental element 
in most rural economies — and 
which has continued to decline in 
importance both in terms of its con­
t r i b u t i o n to t h e C o m m u n i t y 
economy and as a source of employ­
ment and income in rural areas. 

The regular downward trend in ag­
ricultural employment is expected 
to continue. In addition, however, 
the industry will have to contend 
with policy changes, both resulting 
from the reform of the Common Ag­
ricultural Policy as well as the 
GATT negotiations. 

Although agricultural employment 
is found in both rich and poor areas 
of the Community, it is more signi­
ficant in the poorer areas. As a 
result, the structural changes re­
sulting from these policy changes 
and the on-going agricultural de­

cline will have a greater impact in 
the poorer areas. However, these 
changes are likely to put into even 
higher relief the economic problems 
of the less-developed, rural, remote 
areas — many of which currently 
depend heavily on traditional, low-
productivity agriculture for their 

employment and, indeed, their sur­
vival . New r u r a l deve lopmen t 
options are being considered, or 
pursued, with a view to replacing 
part, at least, of the declining agri­
cu l tu ra l employment with new 
employment in small-scale industry 
or in various service activities. 

100 Share of employment in agriculture in the Member 
States 1960,1970 and 1989 
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Agricultural Definitions and 
Concepts 

The concepts used to describe agricultural employ­
ment, output, productivity, etc. are no different from 
other areas. However, in order to take account of the 
particular characteristics of the agricultural indus­
try, and to meet the needs of the Common Agricultu­
ral Policy, the Community has developed its own 
economic and accounting indicators. The principal 
ones are described below. This chapter uses the more 
common terms used in employment analysis for rea­
sons of simplicity, but they should be understood to 
refer to the concepts below. 

Agricultural Labour Force — comprises the holder, 
members of his family (family workers) and non-fam­
ily labour. 

Annual Work Unit (AWU) — the amount of agricul­
tural work done by one full-time worker in a full year, 
estimated at 2200 hours. In order to allow for the fact 
that many agricultural workers do not work full-
time, employment is usually expressed in AWU 
rather than in numbers employed. 

European Size Unit (ESU) — a measurement of the 
economic, as opposed to the physical size of the hold­
ing. It is an indicator of the income generating 
capacity of the holding. 1 ESU is currently equal to 
1200 ECU of Standard Gross Margin (see below). 
Holdings are classified into ESU according to the 
composition of their total SGM. The less the ESU, the 
lower the potential income generated by the holding. 

Holders — the natural or legal person in whose name 
the holding is operated. The holder may own the 
holding outright, rent it, be an hereditary long-term 
lease-holder, a usufructuary or a trustee. 

Other gainful activity — employment in an activity 
other than farming, either on the farm premises 
(tourism, processing and retailing of farm products, 
crafts), or off the farm in a part-time or full-time 
employment. 

Standard Gross Margin (SGM) — a measure of the 
potential income which can be generated by a hold­
ing. It is the difference between the monetary value 
of gross agricultural production and the specific costs 
which have gone towards that production. 

Utilised Agricultural Area (UAA) — the amount of 
land used for agricultural purposes, it usually ex­
cludes forestry and fish farming. 

Past Employment 
Trends in Agriculture 

Agricultural employment in the 
Community of Twelve has declined 
at an average rate of 2.8% a year 
since 1960. Then, it made up nearly 
one quarter of total employment, 
providing jobs for some 27 million 
people. By 1989, employment had 
fallen to 7% of the Community 
workforce. Over the same period, 
employment in services rose from 
38% to over 60%. 

While the decline in agricultural 
employment has occurred in all 
Community countries, there has 
been an imbalance between the 
Northern and Central areas on the 
one hand, and the Southern and 
peripheral areas on the other, even 
taking into account the accession of 
countries to the Community and 
their integration into the CAP. 

In the original six Member States in 
1960, the share of agriculture in 
total employment ranged from 9% 
in Belgium to 33% in Italy. In the 
next three Member States to join 
the Community, the share of agri­
cultural employment in 1960 had 
been 5% in the UK, 18% in Den­
mark and 37% in Ireland. In the last 
three countries to join, the share of 
agriculture in total employment in 
1960 ranged from 42% in Spain to 
57% in Greece (Graph 100). 

By 1970, employment in agriculture 
was down to 57c in Belgium, 20% in 
Italy, 3% in the UK, 27% in Ireland, 
30% in Spain and 40% in Greece. By 
1989 it had fallen still further in 
Belgium and the UK — to under 3% 
— but it still accounted for 15% of 
employment in Ireland and 26% in 
Greece. 

The situation in the UK — where 
the share of employment in agricul-
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ture was already below 20% in the 
mid-19th century and below 10% by 
1900 — is due to a number of spe­
cific h i s t o r i c a l f a c t o r s . T h e 
enclosure movement and the agri­
cultural revolution forced people off 
the land and created new, larger 
farms. In addition, the rules govern­
ing inheritance allow holdings to 
pass from father to son intact, with­
out the fragmentation common in 
many continental European coun­
tries. 

Overall the agricultural workforce 
fell from 17% to 6% in the Com­
munity of nine and from 46% to 20% 
in the three new Member States 
over the period 1963 to 1989. This 
decline in the agricultural work­
force has now slowed everywhere, 
from an annual average rate of 4.5% 
in the 1960s to 2.4% in the 1980s. 

Statistical Sources 
The principal sources for data on agricultural employment are: 

Labour Force Survey (LFS) — an annual survey of approximately 1% 
of households in the Community. Based on ILO definitions, it is the 
source for comparisons between agriculture and other sectors. Family 
workers are not distinguished in the UK. 

Farm Structure Survey (FSS) — two-yearly sample survey of agricul­
tural holdings, it provides data on the structure of agricultural 
holdings. It is the principal source of data which relates the holder to 
his holding. 

Farm Accountancy Data Network (FADN) — annual sample survey 
of commercial farms, it relates to farms exceeding a specific size, 
ranging from 1 ESU in Portugal to 16 ESU in the Netherlands and 
covers financial and accounting aspects of agriculture. It is used for 
assessing incomes and productivity. 

At the same time, two new press­
ures are likely to accelerate the 
decline in European agriculture, al­
though their effects on agricultural 
employment are more uncertain. 
First, farm production is still in­
creasing faster than demand, while 
the objective of the CAP is shifting 
away from stimulating output to en­
sur ing a be t t e r match between 
supply and demand. 

Secondly, the increasing intensity 
of farm production, particularly in 
the Northern and Central areas 
with the heavy use of nitrogenous 
fertilisers, has raised environmen­
tal issues in relation to farming, 
with agriculture being increasingly 
blamed for pollution and environ­
mental damage. The relationship 
between agricultural and ecological 
structures will increasingly have to 
be taken into account. 

Bo th t r e n d s a r e l i ke ly to 
strengthen. The GATT negotiations 
will reinforce the trend towards a 
better balance between production 

101 Distribution of employment in agriculture 1989 
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102 Changes in employment of w o m e n in agriculture 
1985-89 
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and consumption, while rural devel­
opment policy will give greater 
emphasis to protecting the rural en-
v i r o n m e n t f rom c o m p e t i n g 
pressures rather than increasing 
the pace of economic development. 
In any event, the end result is likely 
to be fewer farms, and fewer far­
m e r s a b l e to g e n e r a t e an 
economically and socially accept­
able income from farm production 
alone. 

Agriculture now contributes only 
3.4% of Community GDP, down 
from 5.4% in 1970. Among the Com­
muni ty ' s 166 s t andard regions, 
there are only 17 where agriculture 
provides more than 10% of the re­
gional product and none where it 
generates more than 30% of the 
gross value-added. 

Fur thermore , agriculture is un­
evenly d i s t r i b u t e d ac ross t he 
Community's regions and many of 
the characteristics of agricultural 
activity and the problems they raise 
differ greatly between the central 
and peripheral regions of the Com­
munity (Map 101). Since Ireland, 
Greece, Spain and Portugal joined 
the Community, there has been a 
sharp increase in the proportion of 
areas which are remote, rural, and 
poor — where the population is 
heavily dependent on agriculture, 
yet where many farms are unable to 
generate sufficient income to sup­
port those living there. 

Current Employment 
in Agriculture 

Some 9 million people now work the 
equivalent of a full year in agricul­
ture, although nearly 18 million 
still have an attachment to the land 
in some form or another (see Box on 
statistical sources and Box on de­
finitions). Of these 9 million, 65% 
are men and 35% are women. 
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The rate of women's employment in 

agriculture is much higher than in 

industry and lower than in services, 

and may be explained by the higher 

number of family workers in agri­

culture. Half of all family workers 

in the Community work in agricul­

ture and 74% of them are women, 

the same proportion as in services. 

Women's employment in agricul­

ture is particularly concentrated in 

certain Southern regions of the 

Community (Italy, Greece, Portu­

gal) and in Southern and Central 

Germany. To a large extent, how­

ever , women ' s e m p l o y m e n t in 

agriculture is increasing most in 

those areas where it is currently the 

lowest, such as Southern Spain and 

Portugal, Southern France, North­

ern Italy and Scotland. Some areas 

of southern Germany have regis­

tered the biggest losses (Map 102). 

Agriculture is also still charac­

terised by the family nature of its 

employment. Over half of the people 

working in agriculture are self­em­

ployed, compared with 10% in 

industry and 15% in services. A fifth 

are family workers and only a quar­

ter are paid employees. The extent 

to which farms use a high propor­

tion of regular employees is also 

highly concentrated. In the UK and 

parts of France and the Nether­

lands this figure is over 20% while 

in some Southern a reas (Italy, 

Greece) and Southern Germany 

and Belgium it is less than 5% (Map 

103). 

Hours worked in agriculture are 

also considerably longer than in 

other sectors, partly because of the 

nature of the work, partly because 

of the family nature of the enter­

prises. Average hours worked in 

agriculture were 47 hours a week in 

1989, compared with 40 hours in 

industry and 38 in services. Irish 

farmers worked the longest — 6IV2 

104 Proport ion of workers aged over 55 in agriculture 
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106 Age distribution of holders in the Member States 
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hours a week, while Dutch farmers, 

who worked the shortest week, still 

worked an average of 43 hours. 

Age Structure 

Perhaps the most striking feature of 

the agricultural labour force is its 

age structure. When compared with 

industry and services, agriculture 

has by far the largest proportion of 

workers aged over 55 with a dispro­

portionately low share in the two 

lowest age­groups (under 25 and 

25­39). Over 30% of the agricultu­

ral workforce is aged over 55 

whereas in industry and services it 

is around 10%. Less than 40% of the 

ag r i cu l tu ra l workforce is aged 

under 40 while in industry and ser­

vices it is nearly 60% (Graph 105). 

Furthermore there is a marked dif­

ference in the age structure of the 

agricultural workforce between the 

North and the South of the Com­

muni ty . With the exception of 

Germany, all the Member States 

where the proportion of workers 

who are 55 or over is below the 

Communi ty average are in the 

North, and all those where it is 

above the Community average are 

in the South (Graph 104). 

This imbalance in the age structure 

reflects the restructuring of em­

ployment in the Community in the 

last thirty years. The majority of the 

decline in the agricultural work­

force can be attributed to young 

people, mainly family members, 

leaving agriculture for other em­

ployment. In many cases they will 

have found jobs in industry or, more 

probably, in services. Often they 

will also have left the region in 

search of a new job. 

The ones remaining on the farm 

when the young family members 

leave are the holders themselves. 
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When farmers rather than the agri­
cultural workforce are considered, 
the bias is even more pronounced 
(Graph 106). Half of all farmers in 
the Community are over 55 years of 
age, and half of those have no suc­
cessor. The n u m b e r of holders 
therefore has an inevitable tend­
ency to decline. 

Elderly farmers are also concen­
trated on very small holdings. In the 
Southern parts of the Community, 
30% of farmers are over 55 years old 
and on a holding of less than 5 hec­
tares. There are 30 regions in the 
Community — all in Italy, Greece, 
Spain and Portugal — where the 
agricultural area in use is well 
below the Community average and 
the proportion of elderly farmers is 
very high. The most extreme cases 
are Liguria, Galicia, Algarve, the 
Peloponese and the Ionian islands, 
where the average holding is be­
tween 2 and 5 hectares and the 
p r o p o r t i o n of e lde r ly f a r m e r s 
reaches 60-70% (Map 107). 

The Structure of 
Agriculture 
Restructuring has affected almost 
all aspects of the agriculture indus­
t r y a n d r u r a l s o c i e t i e s , y e t 
agricultural activity in the Com­
munity remains fragmented and 
unevenly distributed. Some 60% of 
the Community's total land area is 
used for agriculture (80% if wood­
land is included), ranging from 
under 30% around the main popu­
lation centres to over 70% in large 
areas of the UK, Central France and 
p a r t s of I t a ly , Spa in and the 
Netherlands (Map 108). 

This agricultural area is made up of 
over 8V2 million individual hold­
ings, the average size of which is 
small (just over 13 hectares — only 
slightly more than in 1970 when it 
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110 Average size of farms in the Member States 
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averaged 12 hectares). Further­

more, there has been increasing 

polarisation of employment in rela­

tion to the size of farms, with more 

production concentrated on farms of 

50 hectares and over, while a con­

siderable proportion of employment 

is concentrated on holdings of 5 hec­

tares and less. 

Nearly 50% of holdings are less 

than 5 hectares in size, while only 

7% are over 50 hectares. The smal­

ler holdings are concentrated in the 

Southern countries . In most of 

Italy, Greece and Portugal, over 

90% of farms are under 20 hectares, 

while in most of the UK and France 

less than 50% of farms are below 

this size (Map 109). As a result, 

while the average size of holding in 

Greece is only 4 hectares, in the UK 

it is 64 hectares (Graph 110). 

The size of farms measured by the 

potential income they are capable of 

producing, ra ther than by their 

physical size alone, also varies 

widely across the Communi ty . 

Graph 117 shows the distribution of 

farms according to their economic 

size (see Box on definitions and con­

cepts). 

While there is a close correlation 

between the economic size of farms 

and their land area , there are, 

n e v e r t h e l e s s some differences 

(Graphs 110 and 111). The average 

economic size of holdings is signifi­

c a n t l y above t h e C o m m u n i t y 

average in the Netherlands, the UK 

and Denmark. The difference be­

t w e e n t h e two m e a s u r e s is 

particularly marked in the Nether­

lands, where although the average 

size of holding is only just above the 

Community average, the average 

economic size is second only to that 

of the UK. 

At the other extreme, 57% of hold­

ings in the Community fall into the 
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two lowest categories of economic 

size (less than 4 ESU or 4800 ECU 

— see box on definitions). In Portu­

gal 54% of holdings are less than 2 

ESU, in Spain 51% and in Greece 

47%. 

The number of people employed on 

a holding is determined partly by 

the size of the holding and partly by 

the productivity of the holding, 

which depends mainly on the char­

acteristics of the land, the type of 

farming and the degree of mechani­

sation. Map 112 shows the average 

number of full­time workers (or 

their equivalents) per holding. Only 

farms in the UK, the Paris basin 

and part of the Netherlands provide 

sufficient employment on average 

for more than two full­time equival­

ent workers a year. 

In most of Spain, Italy and Greece, 

the average holding is too small 

even to provide sufficient work for 

one full­time person. This trend is 

likely to strengthen. With better 

a n d more m a c h i n e s , a s ing le 

farmer, with or without his family, 

can farm a much larger area than 

30 years ago. 

Despite the steady decline in agri­

c u l t u r a l emp loymen t , f a rming 

remains a labour­intensive occupa­

t i o n in m a n y p a r t s of t h e 

Community. One of the measures of 

labour intensity in agriculture is 

the number of workers for every 100 

hectares of holding (Map 113). In 

general, the Southern parts of the 

Community are more labour intens­

ive t h a n t h e n o r t h e r n p a r t s , 

ranging from 22 workers per 100 

hectares in Greece to 13.7 in Italy. 

Spain presents a contrast. In the 

North­East, farms are highly la­

bour­intensive, with over 15 people 

for every 100 hectares, while the 

Central plains are more extensively 

farmed, with less than five people 

per hectare, similar to the Northern 
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114 Distribution of agricultural land by type of use in the 
Member States 1987 
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countries which range from seven 
workers per 100 hectares in Ger­
many to only three in the UK. 

The type of farming and the intens­
ity of that farming determine the 
number of workers required. Cer­
eals, crops and grazing livestock 
require fewer people per hectare 
than gardens, fruit crops and pigs 
and poultry. 

In the Community as a whole, more 
than half of farmland is devoted to 
arable farming (such as cereals), 
some 40% to meadows and grass­
land — for sheep and cattle grazing 
— and under 10% to permanent 
crops and gardens (such as fruit and 
vegetables) (Graph 114). 

The structure of farming varies 
widely between countries, with a 
high degree of specialisation in 
m a n y c a s e s . In D e n m a r k , for 
example, 92% of farmland is used 
for arable farming while, in most 
other countries, this figure is be­
tween 50-60%. In Ireland, on the 
other hand, some 80% of agricultu­
ral land is used as grassland. While 
Ireland has only 0.8% of the Com­
munity's employed population, it 
has 8% of the Community's cows 
and 5% of its sheep. Elsewhere 
grass land accounts for between 
17% (Portugal) and 63% (UK) of ag­
ricultural area (Graphs 115). 

Output, Value-Added 
and Productivi ty 

All agriculture uses land, but some 
agriculture uses more than others. 
Output, employment, income and 
productivity in agriculture all re­
flect the way the basic resource, 
land, is used. 

Farmers ' incomes are principally 
determined by the productivity of 
their farms, either in terms of the 
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labour used or the output per hec­
tare. These are, in turn, determined 
by a combination of geographical 
location, size of holdings, type of 
production and degree of capital/la­
bour intensity. 

These factors are not independent 
and tend to be mutually reinforcing. 
Central and Northern regions of the 
Communi ty , for example, have 
large areas which have high rates of 
productivity under both measures, 
while Southern and peripheral re­
gions (where holdings tend to be 
small and labour-intensive) have 
few areas with high rates of produc­
tivity under either measure, and 
none with both. 

Some of the differences in produc­
tivity can also be explained by the 
type of farming which is practised 
in different regions and countries. 

In the Community as a whole, three 
types of farming (pigs and poultry, 
dairying and horticulture) generate 
33% of net value-added with 22% of 
the labour force. At the other ex­
treme, grazing livestock, general 
cropping, and other pe rmanen t 
crops generate 42% of net value-
added with 547c of the labour force. 

Dairying is concentrated in the 
N o r t h e r n a n d C e n t r a l a r e a s . 
General cropping, which is very la­
bour-intensive, predominates in 
Greece, Spain, Italy and Portugal. 
Although pig and poultry rearing 
are widespread in both Greece and 
Portugal — two of the countries 
with the lowest farm incomes — 
they are also concentrated in Den­
mark and the Netherlands where 
farm incomes are among the hig­
hest. 

In the Community as a whole, 20% 
of farms produce a value-added 
twice that of average GDP per head, 
while at the other end of the scale, 

20% of farms produce a value-added 
of around one-third average GDP 
per head. There are wide differen­
ces between the Member States: net 
value-added in Portugal is only one-
fifth the Community average, in 
Greece and Spain it is between one-
h a l f a n d t h r e e - q u a r t e r s . In 
Belgium, Denmark and Luxem­
bourg it is nearly three times as 
great. 

The distribution of agricultural in­
comes within Member States tends 
to be in line with incomes in general 
— the lowest agricultural incomes 
are in Greece, Spain, Italy and Por­
tugal. In these countries, the top 
20% of farm incomes are 4-5 times 
higher than the average compared 
to around double elsewhere. This is 
because there are large numbers of 
micro-holdings which do not even 
support holders and their family, 
and only a small number of large 
holdings. Incomes are most evenly 

distributed in the Benelux coun­
tries, while in the UK there is a 
concentration at both the bottom 
and the top. 

Multiple Jobs and 
Multiple Sources 
of Income 

The continuing existence of large 
numbers of micro-holdings — 55% 
of holdings in 1987 occupied one 
full-t ime equiva len t worker or 
less — means t ha t many farmers 
supplement their incomes and ac­
tivity with other activities. Some 
are linked to their farming, others 
are in a completely different occu­
pation on e i ther a full-time or 
part- t ime basis. 30% of holders 
have another occupation, and for 
77% of these the other job ac­
counted for more of the i r t ime 
than farm work (Graph 116). (See 

116 Farmers wi th alternative employment in the Member 
States 1987 

% holders 
Major occupation 
Subsidiary occupation 
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also Employment in Europe 1989, 

Chapter 11 — 'The Black Econ­

omy'). 

While a second job or activity is 

more common on smaller holdings, 

it is less widespread than might be 

expected in the poorer regions 

where, given the size of the holdings 

and the working time required, the 

farmer would be in a position to do 

a second job and may, indeed, need 

the income. In fact, in those coun­

tries where a majority of holdings 

are small (Graph 117), only about 

half of farmers have any secondary 

activity. 

On the largest farms, on the other 

hand, there is still a substantial 

amount of secondary activity. In the 

Community as a whole, over 12% of 

holders on farms larger than 40 

ESU had another economic activity. 

In France and Denmark this figure 

was 20­30%. 

On the smaller holdings, agricul­

ture may often be secondary to the 

major occupation. On the smallest 

holdings (less than 2 ESU) the sec­

o n d a r y a c t i v i t y is t h e ma jo r 

occupation for 90% of farmers. No­

where is this figure less than 80%. 

On the bigger holdings, on the other 

hand, farming itself is the major 

occupation. On the largest holdings 

th ree ­quar te r s of farmers t r ea t 

farming as their major activity. 

The smaller the holding, the less 

t ime is usua l ly needed by the 

farmer to run his holding and the 

more time is available to be devoted 

to another activity. It is mainly hol­

ders working less than half time 

(0­50% AWU) who have another 

paid employment which is likely to 

be the major occupation (43% in the 

Community). At the other extreme, 

8% of holders, apparently working 

full time on their own holding, also 

have another major occupation. 

117 Economic size of farms in the Member States 1987 

This figure reaches 247r in the UK 

and France. 

Similar trends apply to members of 

holders' families. Between 1980 and 

1987 the proportion of family wor­

kers with another gainful activity 

i n c r e a s e d e v e r y w h e r e excep t 

Greece, I taly and Por tuga l . In 

Greece and Italy 90% of family wor­

kers work less than full time in 

agriculture, but only 24% have any 

other gainful activity. 

While the size of the holding, the 

income obtained from it and the 

time devoted to farming are all ob­

viously important in determining 

the extent to which a farmer or a 

member of his family can supple­

ment their income with another 

activity, the single most important 

factor is the availability of suitable 

opportunities. It is the lack of such 

opportunities which leads to the 

high rates of concealed unemploy­

m e n t in t h e M e d i t e r r a n e a n 

countries, both for the holders and, 

more particularly, for the members 

of their families. 

100 
% holdings < 2 ESU ■ 2-40 ESU Π > 40 ESU 

100 

Such al ternative employment is 

often the half­way house to leaving 

farming altogether. Without these 

al ternatives, leaving agriculture 

becomes more difficult, since it 

probably involves a move away from 

the area. The absence of alternative 

opportunities contributes to con­

cealed unemployment and also 

disguises the need for the non­farm 

development of such areas. 

The existence of such opportunities 

also explains the widespread re­

course to additional activity in the 

Northern countries even though the 

holdings are larger and the amount 

of free time available for other jobs 

is less. 

Part­t ime farming supplemented 

by an additional activity is most 
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developed in areas where the re­
gional economy is stronger and 
more diversified, and where alter­
native employment opportunities 
are most easily available. Germany 
is the best example. 

Underemployment 

The ex i s t ence of f a rmer s who 
neither work full time on their own 
farm nor have any supplementary 
activity demonstrates the existence 
of concealed unemployment. 

In Greece, Spain and Italy, many 
holders who do not work full time on 
their own holding do not have any 
other gainful activity either. In other 
words, there are a considerable num­
ber of farmers with very small 
holdings, working much less than 
full time on these holdings, and who 
have no other source of activity and 
income. Around one-third of farmers 
in the Community fall into this ca­
tegory, and almost all are found in 
the Mediterranean countries. 

Rural Development 

The fact that agriculture is a declin­
i n g s o u r c e of i n c o m e a n d 
employment in many rural areas of 
the Community, or is an inadequate 
source of income for many families 
or individuals, raises many prob­
lems . The e n l a r g e m e n t of t he 
Community to include three Mem­
ber States where agriculture plays 
an important economic role, fol­
lowed by t h e p r o s p e c t s of 
substant ia l res t ructur ing in the 
sector, raises wider issues concern­
ing the place of the agricultural 
sector in rural economies and so­
c i e t i e s a n d t h e p r o s p e c t s for 
diversification of employment away 
from the land. 

The rapid expansion of urban and 
industrial areas in the original six 

Member States during the 1960s 
and 1970s served to absorb much of 
the flow of people from rural areas 
in the face of declining agricultural 
employment. 

In the 1970s, with the onset of re­
cession in industrial areas of the 
Community, the process of urbani­
sation slowed. Indeed, in some 
countries,the diversification of jobs 
and activity to rural areas became 
an explicit objective of policy. In this 
period, for example, more than 60% 
of the new jobs created in Italy were 
in rural areas; industrial employ­
ment was encouraged to go to rural 
areas in France; and in Germany, 
the creation of off-farm job oppor­
tunities stimulated the growth of 
part-time farming. 

In the 1980s, the accession of 
Greece, Spain and Portugal to the 
C o m m u n i t y b r o u g h t conce rns 
about agriculture back into focus. In 
1980, the share of agriculture in 
to ta l employment in the Com­
munity of nine had been 7% and, 
apart from Ireland and Italy, no 
other Member State had a share of 
agricultural employment which ex-
c e e d e d 10%. In c o m p a r i s o n , 
agricultural employment accounted 
for 20% of total employment in 
Spain, 29% in Portugal and over 
30% in Greece. By 1989, in most 
regions of these three countries the 
share of agriculture in employment 
was still over 15% (Map 83). 

Problems of 
Rural Economies 

Rural areas can be divided into 
three types. 

The first category covers areas near 
large urban centres , where the 
drive to develop more intensive 
forms of agriculture is strongest, 
and where the diversification of the 

r u r a l economy h a s been mos t 
marked. 

These areas include rural areas 
close to built-up areas and main 
roads such as South-East England 
and t h e P a r i s - B o n n - B r u s s e l s 
triangle, the lowlands situated close 
to towns and cities such as East 
Anglia and the Po Valley, and many 
regions in the Netherlands, Flan­
d e r s a n d N o r t h e r n .Ge rmany . 
Coastal regions in Southern Spain, 
the South of France , I taly and 
Greece, and in the Algarve, Azores, 
Balearic Islands and Southern Eng­
land also fall into this category. 

The second type of rural area are 
those in general decline. Here there 
is a persistent drift away from agri­
culture, either out of the region or 
into an urban centre within it. Ag­
r i c u l t u r e is s t i l l r e l a t i v e l y 
important , yet the holdings are 
small, numerous and unable to pro­
v ide s u f f i c i e n t i n c o m e a n d 
employment for their holders. Sup­
plementary activities are hard to 
come by and concealed unemploy­
ment is widespread. These areas 
are found in outlying regions in the 
West of the Community such as 
North-West Spain, the West of Ire­
land, Northern Ireland, the West of 
Scotland, and in Southern outlying 
areas of the Community: Greece, 
Portugal , Central and Southern 
Spain, and Southern Italy. 

The third category concerns the re­
ally marginal areas, often isolated 
and difficult to reach. They display 
similar, but more marked, symp­
toms to the second type of problem: 
rural decline is worse and the de­
velopment potential more limited. 
Areas include mountain districts in 
the Alps and Pyrenees, the Massif 
Central, Southern mountain areas 
of Greece, Italy, Spain and Portu­
gal, the Highlands of Scotland and 
islands, particularly in the Aegean. 
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Rural Development 
Strategies 

Different types of problem call for 
different s t ra tegies and actions 
generally need to be tailored to local 
circumstances. No single set of sol­
utions to the problems of rural 
diversification of rural societies is 
being planned, but the Commission 
has proposed certain guidelines. 

The essence of the strategy for deal­
ing with the first problem — the 
pressures of modern development 
— is to ensure that the countryside 
can fulfil a multiple role. It needs to 
provide a source of agricultural in­
come and employment, but also to 
develop as an area of recreation and 
leisure for city-dwellers. The strate­
gy is therefore not one of promoting 
further growth in agricultural pro­
duction but of protecting the rural 
environment in the face of compet­
ing interests for the use of the 
resources. 

The problem in the regions of rural 
decline is that they lag behind in all 
aspects. Not only is diversification 
in the rural economy less advanced 
than elsewhere, and the pace of 
change in agriculture slow, but the 
development of the non-agricultu­
ral economy is almost non-existent. 
The strategy here is both to promote 
the restructuring of agriculture it­
self and to use all the techniques of 
local employment development (see 
Employment in Europe 1989) to cre­
ate las t ing employment outside 
farming which is responsive to the 
needs and aspirations of the local 
people. 

The strategy for the very marginal 
areas involves a very long-term view. 
While the rural populations must be 
maintained, and existing non-farm 
activities and enterprises nurtured, 
special intervention programmes at 

national and Community level will 
be required to build up and protect 
the new activities. 

Diversifying 
Rural Economies 

Attracting alternative employment 
to rural areas has not proved easy 
and, where it has been achieved, it 
has often been done at relatively 
high cost — ecological as much as 
budgetary. Where rapid progress 
has been achieved in at t ract ing 
larger industrial enterprises, by in­
centives and promises of plentiful 
cheap labour, this has often meant 
only subsidiary plants of companies 
with the headquarters remaining 
elsewhere. 

Attempts to achieve rapid indus­
trialisation in this way have been 
undertaken particularly in Ireland 
and Southern Italy. The Irish ex­
perience has been, on the whole, the 
more satisfactory and has created 
some alternative employment, but 
in most cases the enterprises that 
have been introduced in this way 
have developed independent ly , 
with few links to existing local 
firms, and contributing little to the 
general transformation of the local 
economy (see Chapter 4). 

More satisfactory, and lasting, ap­
proaches to diversification have 
been those designed to encourage 
local development on the basis of an 
exploitation of existing local resour­
ces — scenic attractions, human 
skills, environmental advantages 
etc. — in order to gradually expand 
a l t e r n a t i v e employmen t possi­
b i l i t i e s in t h i s way . S u c h 
approaches, while they often in­
volve the development of service 
activities related to traditional op­
tions, such as tourism, have also 
encompassed more high-tech acti­
vities (see Box). 

While aspirations and expectations 
in many rural areas are low — a 
reduction in the rate of population 
decline being considered a success 
— there are, nevertheless, exam­
ples which demonstrate how, with 
an appropriate combination of local 
physical and human resources, 
sound advice, and strategic think­
ing, prosperous, diversified rural 
economies can develop without 
their being either over-dependent 
on agricultural support or becoming 
simply satellites of urban or indus­
trial areas (see Box). 

In many rural areas, particularly in 
the Southern areas of the Com­
munity, industrial development has 
also often been concentrated in la­
bour-intensive, low-skill sectors 
such as textiles and clothing, which 
have subsequently had to restruc­
ture in the face of international 
competition. 

Conclusion 

Although it now represents only a 
small share of employment and out­
put in the Community as a whole, 
agriculture remains an important 
part of the Community economy 
and ecology. It is also in agriculture 
and in rural economies that some of 
the most marked differences be­
tween the levels of development in 
the Community 's regions occur. 
While the completion of the Inter-
n a l M a r k e t p r e s e n t s b o t h a 
challenge and opportunities for all 
of the Community, the problems of 
preserving rural employment and 
of the survival of rural societies are 
particularly difficult. 
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Rural Development in Practice 

Despite some apparent economic weaknesses, 
rural areas often have hidden resources and oppor­
tunities for development. A strategic audit may 
often be the first step to identifying new markets 
e.g. rural tourism, 'green' products, aquaculture, 
opportunities using new technologies. 

New areas of employment creation have been 
identified and developed in recent years. These 
naturally include activities built around tourism, 
but they also include activities which exploit the 
possibilities offered by new technology industries; 
those which exploit both the potential, and the 
needs, of the local environment; and those con­
cerned with stimulating local entrepreneurial 
spirits and strengthening infrastructure. 

Tourism 

Rural tourism can help diversify the local economy 
and promote job opportunities which enhance its 
stability and viability, providing it is developed in 
a way that does not destabilise other aspects of 
rural areas. A first step is to identify potentially 
attractive areas which need to be protected, or 
developed, and to assess the appropriate actions or 
investments which are needed. 

Tourist services in rural areas may be improved 
by, for example, persuading owners of accommoda­
tion to modernise and extend their premises, by 
providing advisory/training courses for managers 
in rural tourism, and by making provision for self-
catering holidays. Such activities maybe extended 
by the wider promotion of the locality or region. An 
example is the promotion of farmhouse holidays by 
the Irish Tourist Board. Targeting the local market 
of potential customers is also important, an 
example being the Women's Agrotourism Cooper­
ative at Petra, Mytilini Island, Lesbos (Greece). 

Strategies to promote rural tourism need to con­
centrate on more than just accommodation. They 
also needs to be concerned with transport infra­
structure. The existence of a rail and road network 
is a precondition, although the seasonal nature of 
rural tourism often discourages public bodies from 
undertaking major investments in this field. 

The promotion of an area may be helped by action 
involving the creation of itineraries enveloping a 
wider area, which are jointly managed. In addition, 
local competitions (such as the Floral Villages in 
France, Tidy Towns in Ireland) can promote a 
greater sense of local pride and encourage renewed 

interest in rural heritage. As rural tourism is es­
sentially a community product, coordination is a 
vital ingredient to a successful strategy in this 
field. 

Tourism can help other activities. For example, 
the promotional work of the Syndicat d'Aménage­
ment des Baronnies (France), has led to the com­
mercialisation of local products. The SAB has 
attracted tourists to the area through the sale of 
fresh herbs (lavender, thyme, tarragon), goat's 
cheese, etc. in local farms. A tourism cooperative 
in Kilfinane, County Limerick (Ireland) is another 
example of how the area's resources (traditional 
Irish music, rivers, local cheese-making farms etc.) 
have been combined with new developments (Rent-
an-Irish-Cottage Scheme, restaurants, ca­
ravan/camping parks etc.) to promote the area. 

N e w Technology 

While new technology can free firms from the 
necessity of locating in towns, 'high-tech' activities 
rarely occur spontaneously in rural areas. It can be 
worthwhile developing these activities however, 
because of the high value-added of the products or 
services, the high quality of employment, the 
strong export orientation and the demonstration 
effects to potential entrepreneurs and local busi­
nesses. 

Innovation — which goes beyond just high-tech — 
can have a broad, or narrow, focus depending on 
local conditions. Where the technology and innova­
tion base is weak, a narrower approach, focused on 
specific projects is more appropriate. In the longer 
term, more broadly-based strategies can be de­
veloped which seek to change attitudes towards 
innovation, increase receptiveness to change, tech­
nological know-how etc. 

Local innovation may need to encourage partner­
ship between the private and public sectors. A 
successful example is L'Institut Technologique 
d'Appui au Co-Développement (ITAC) — a non-
profit making enterprise founded by the French 
government and the Regional Council of the Alpes 
du Sud region of France — which brings together 
local people and public sector bodies with the aim 
of encouraging innovation in local small busi­
nesses. 

Potential incompatibility between imported tech­
nology and local needs can often be overcome by 
utilising appropriate technology — appropriate in 
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the sense of being compatible with the 
local socio-economic fabric and environ­
ment. An example of the introduction of 
appropriate technology to a rural area is 
that of the Technology Centre, Fejø, Lol­
land (Denmark). 

Although a technology/innovation strate­
gy can be rewarding, it is not always easy 
to implement. Conditions need to be cre­
ated in which a private sector response can 
be stimulated, and psychological/cultural 
objections to innovation or technology dis­
pelled. The Green Centre in Lolland, and 
the Limerick Food Centre in Ireland both 
experienced long gestation periods since 
the local economies were in crisis, and 
local people needed to be convinced of the 
viability of change. 

The development of a high-tech enclave 
may be avoided by encouraging interest in 
technology in a broader cross-section of 
local firms, in educational or training in­
stitutions, and among households, and not 
just in the high-tech firms themselves. 

The Environment 

Concerns to promote sustainable develop­
ment and greater environmental quality 
are gaining support all the time. However, 
there can often be a conflict, at local level, 
between local businesses which are crea­
ting employment but which may be below 
the threshold of desirable environmental 
standards. Thus concern for the environ­
ment can seemingly put at risk even 
existing jobs. There are growing examples, 
however, of positive employment benefits 
resulting from a more environmentally 
conscious outlook, including the re-cycling 
of industrial waste, minimising the usage 
of artificial fertilisers and pesticides in 
agriculture etc. The Olive Oil Residue 
Plant in Sitia (Greece) is an example of the 
successful recycling of agricultural waste 
in an environmentally friendly manner. 

Enterprise Pol icy 

An innate sense of entrepreneurship may 
be as present in rural areas as in any 
others, but it may need to be strengthened 
and supported. Sympathetic and flexible 
systems of support for embryonic new 
businesses are particularly necessary, as 
emphasised by the Cantal Initiatives 

which operate in Auvergne (France). The 
service of the Cantal Initiatives see the 
task of motivating, encouraging and enab­
ling entrepreneurs to launch a business as 
being central to the process of new busi­
ness development. 

Not all new businesses need be privately 
owned. Local community-based enter­
prises including credit unions, coopera­
tives (agricultural, artisan/craft etc.), 
community-based housing schemes, spe­
cial programmes targeted at underprivi­
leged groups, and local business ventures 
with a socio-cultural dimension (e.g. a 
commercial translation agency could as­
sist in local language preservation or rec­
reational facilities) can all serve as 
vehicles for integrated development and 
creating jobs at a local level. 

Infrastructure and Support 

The retention/upgrading/modernisation of 
services such as telecommunications 
links, post offices, banking and other ser­
vices are essential for the development of 
businesses in rural areas. Businesses in 
these areas are frequently hampered by 
the difficulty of finding local sources of 
supply, advice, capital and information. 
Poor transport and communications infra­
structure further exacerbate these 
problems. 

Partnerships between rural communities 
and education and training institutions 
can assist the process of rural economic 
development with new ideas, technical 
support, research and development. 
Higher education institutes can establish 
centres in rural areas in order to develop 
research, local activities and training. 
Faro Polytechnic in Portugal, for example, 
has initiated a programme of social action 
— involving the revitalisation of tradi­
tional crafts, vocational training, and the 
encouragement of new businesses — in 
order to assist endogenous development in 
the Algarve as an alternative to mass tour­
ism. On a broader basis, the National 
Rural Enterprise Centre, in the UK, runs 
an information system providing regular 
up-dates on policy developments, initia­
tives, agencies and statistics as back-up 
support for its actions to promote employ­
ment creation in rural areas. 
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Chapter 6 Employment in Industry: a Decade of Change 

Employment in manufacturing fell in parts of the 
Community in the 1980s especially in traditional industries. 
High growth, dynamic industries are very unevenly 
dispersed across the Community, with a high concentration 
in the most prosperous areas. 

Introduction 

Industry, and industrial employ­
ment, are at the heart of all modern 
economies. The competitiveness of 
the sector is crucial, not only for the 
strength of the Community econ­
omy as a whole, but also for the 
activity and employment it gener­
ates, or finances, in the rest of the 
economy, notably the services sec­
tor. 

In this context, a major objective of 
the Internal Market programme is 
to stimulate increases in the effi­
c i ency of i n d u s t r y in t h e 
Community and to create a busi­
n e s s e n v i r o n m e n t w h i c h 
strengthens the ability of European 
companies to compete more effec­
tively with other world producers, 
notably US and Japanese. By re­
moving r e m a i n i n g b a r r i e r s to 
internal trade, the aim is to open up 
markets which were previously pro-
t e c t e d , w h e t h e r by s p e c i a l 
regulations, discriminatory prac­
tices or bureaucratic procedures, 
and so increase competition right 
across the Community. Companies 
will therefore come under greater 
pressure to cut costs, raise produc­
tivity and rationalise production, 

with consequent effects on employ­
ment. 

As the forces of competition work 
themselves through, there are like­
ly to be r e p e r c u s s i o n s on the 
structure of industry and its loca-
t i o n , a n d c h a n g e s in t h e 
employment policies pursued by en­
terprises. Access to a larger, less 
segmented, Internal Market will 
help economies of scale to be re­
al ised, while t he ex tens ion of 
competition will favour the more ef-
f ic ient f i rms , g iv ing t h e m an 
opportunity to increase their mar­
k e t s h a r e a t t h e e x p e n s e of 
marginal producers. All of this will 
affect the overall level of employ­
ment achieved in this sector. At the 
same time, to the extent that the 
costs of production will assume a 
greater weight in the competitive 
process, so will employment in low 
cost areas be favoured against em­
ployment in high cost areas. 

A number of studies have been car­
ried out into the possible effects on 
different industries of the Internal 
Market programme. These have 
sought to identify the sectors which 
are likely to be especially affected 
by the measures introduced, and 
have examined the importance of 

these in the different Member 
States (see Employment in Europe, 
1989, Chapter 5 and Employment in 
Europe, 1990, Chapter 3, where 
some of the results of these studies 
are summarised). 

This chapter does not attempt any 
further analysis of the potential 
consequences of the 1992 pro­
g r a m m e of m e a s u r e s on 
employment. Rather, it seeks to 
provide the necessary background 
against which the possible effects of 
completing the Internal Market in 
industrial goods can be judged by 
setting out details of the present 
location of manufacturing industry 
across the Community, and ident­
ifying how it has changed over the 
1980s. The focus is not just on the 
distribution of industrial produc­
t ion and emp loymen t be tween 
Member States, but also on how this 
varies, and has varied, between re­
gions within countries. 

The chapter begins by examining 
the distribution of employment in 
industry across the Community and 
how it has changed dur ing the 
1980s, ident i fy ing the reg ions 
which have gained industrial jobs 
over this period and those which 
have suffered losses. 
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Data and sources 
The data used in this chapter are taken from indus­
try surveys conducted in each of the Member States. 
These data are maintained by the Community Stat­
istical Office and in the case of the national data are 
stored in the CRONOS database. 

The surveys cover all industrial undertakings and 
small businesses employing at least 20 people 
whose principal activity falls under one of the 
NACE industrial categories. This means that very 
small firms with less than 20 people employed are 
not included in the analysis. This is unlikely to 
affect the results significantly since such firms ac­
count for only a very small proportion of total 
employment and value-added in most industries in 
most parts of the Community. 

Employment relates to the number of paid em­
ployees and so excludes the small number of 
self-employed people in manufacturing. 

Value-added is measured at factor cost, i.e. before 
taxes and subsidies. 

Labour costs include non-wage labour costs. Data 
for wages and salaries rather than total labour costs 
are used for the regional analysis since the latter 
are not readily available. 

There is some difference in classification as be­
tween the national and regional data insofar as at 
the national level the classification to NACE ca­
tegories is according to the principal activity of the 
enterprise whereas at the regional level each local 
unit is classified according to its principal activity. 

No regional data are yet available for Portugal, 
Greece or Ireland. Luxembourg is excluded from the 
analysis because of the small size of its manufac­
turing sector. 

The regional data relate to 1981 and 1988 for Ger­
many, the UK, France, Italy and Denmark and to 
1981 and 1987 for Spain. For the Netherlands, 
regional data for 1987 are used, though since no 
consistent regional data exist for the earlier year, 
national data for 1980 and 1987 are used in the 
maps showing regional changes. For Belgium, na­
tional data for 1980 and 1987 are used throughout. 

For the UK, the regional changes between 1981 and 
1988 are for NUTS level I regions whereas in most 
other cases the figures are for NUTS level II re­
gions. 

Secondly, it looks at the relative 
importance of different kinds of 
manufacturing in the various parts 
of the Community to see where the 
dynamic, high-tech industries are 
located and where, by contrast, the 
slower-growing, most labour-in­
tensive, sectors are situated. 

Thirdly, it considers comparative 
levels of value-added per worker 
and compares the productivity per­
formance in the different industries 
across the Community. This seeks 
to identify, on the one hand, how far 
there is a common pattern of perfor­
mance in different industries in 
each of the countries and, on the 
other, how far countries which have 
high levels of productivity in one 
sector (or have achieved the largest 
gains) have similarly good perfor­
mance in others. 

Fourthly, it examines differences in 
wage levels and rates of pay in­
crease between industries, Member 
States and regions, not only in order 
to ascertain the scale of differences 
in labour costs as between different 
places, but also to see how these 
relate to variations in productivity. 
This can give some indication of the 
strength of the incentive for com­
panies to relocate production from 
one part of the Community to an­
o t h e r , for r e a s o n s of cost , as 
competition intensifies. 

Manufacturing 
Employment across 
the Community 

The importance of manufacturing 
industry employment varies signifi­
cantly between Member States, and 
between different regions within 
them. (Manufacturing in this chap­
ter is defined as conventionally 
understood; it excludes oil refining 
which is sometimes included and it 
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excludes construction and energy 

and water supply sectors which are 

conventionally included in indus­

try. It therefore consists of NACE 

categories 2200 to 4900, excluding 

category 2300 which covers mineral 

extraction. See Box for definitions of 

the data used). 

Manufacturing jobs are particular­

ly important in Southern Germany, 

Northern Italy, the West Midlands 

in England and parts of Northern 

Spain and Portugal. In these areas, 

industry accounts for over 40% of all 

employment (see Chapter 4, Map 

84). On the other hand, jobs in in­

dustry are fewer in number over 

much of Southern Europe where 

they generally account for less than 

25% of total employment. 

Job gains and losses 
in manufacturing 
in the 1980s 

G e r m a n y and N o r t h e r n I t a ly , 

where manufacturing employment 

was already high. However, they 

also included much of Denmark and 

pa r t s of Southern Italy, where 

manufacturing employment was 

relatively low (accounting for less 

than 30% of the total). 

Regions which experienced the lar­

g e s t r e d u c t i o n in j o b s in 

manufacturing during these years 

included much of France, Scotland, 

N o r t h ­ W e s t E n g l a n d a n d t h e 

North­West and West of Spain as 

well as part of Southern Italy. Many 

of these regions are now classified 

as 'regions in industrial decline' and 

are in receipt of aid from the Struc­

tural Funds. 

The major quest ions addressed 

be low c o n c e r n t h e k i n d s of 

manufacturing activity which are 

located in different parts of the 

Community and the extent to which 

these different sub­sectors and re­

gions have gained or lost jobs. 

Industries within 

manufacturing 

An analysis of the different kinds of 

manufacturing activity in the Com­

munity is limited by two factors. The 

first is the difficulty of establishing 

consistent data at a detailed indus­

try level for all Member States, and 

for regions within those States. The 

most comprehensive set of consist­

ent data are those used here which 

cover 18 NACE level 2 industries 

(they are listed in Graph 118). Rea­

s o n a b l y c o m p l e t e f igu res a r e 

available at the national level for 

1980 and 1987 and at the regional 

level for 1981 and 1987 or 1988 (see 

Box). Even then, some estimation is 

necessary to fill missing values. (In 

Over the 1980s, or more especially 

between 1980 and 1987, employ­

m e n t in m a n u f a c t u r i n g fell 

significantly in the Community. Ex­

cluding Greece, for which there are 

no data, the overall decline in manu­

facturing jobs amounted to some 

16.5%, or 4.4 million in total num­

b e r s . W i t h t h e e x c e p t i o n of 

Denmark, which enjoyed an increase 

of 4%, all countries experienced a fall 

over this period, ranging from 7% in 

Germany and 9% in Portugal to 23% 

in Spain and a massive 27% in the 

UK. Manufacturing employment 

has increased markedly in Spain 

since 1987, enough to get back to the 

1980 level of employment. 

At a regional level within Member 

States, however, changes in em­

ployment in manufacturing were 

very uneven over this period. Areas 

which experienced a net gain in jobs 

included a number of the strong in­

d u s t r i a l r e g i o n s of S o u t h e r n 

118 Growth of value-added in sectors of manufacturing 

in eight Member States (B, DK, D, E, F, I, NL, UK) 

1980-87 
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particular, for one or two countries, 

one or two NACE categories are ag­

gregated in the official data and they 

have been sub­divided, largely on the 

basis of the relative split elsewhere.) 

The second problem is to make the 

presentation manageable and il­

luminating, given that the figures 

relate to 18 sectors and 152 regions 

(excluding the Eastern part of Ger­

many). In order to simplify, the 18 

industries have been put into three 

groups according to their growth in 

value­added (in ECU at current 

prices) between 1980 to 1987. (Be­

cause of data problems, value­added 

growth is calculated only for 8 Mem­

ber States, though these accounted 

for well over 90% of total Community 

value­added in manufacturing in 

1987. The inclusion of the other four 

countries, Ireland, Greece, Portugal 

and Luxembourg, would therefore be 

unlikely to make much difference to 

the results.) 

Growth of value­added 

in industry in the 

Community 

Industries with the highest growth, 

i.e. those showing an increase in 

value­added of more than 60% be­

tween 1980 and 1987, include 

products such as Office equipment, 

Chemicals , Motor vehicles and 

Electrical equipment and applian­

ces (Graph 118). These not only 

enjoy a buoyant market and have a 

continuing prospect of high growth 

in demand, but they also tend to 

involve the most advanced and the 

most capital­intensive processes of 

production. 

By contrast, the industries showing 

the lowest growth over this period, 

with an increase in value­added of 

less t h a n 30% in cur rent price 

terms, are either heavy industries 

in decline, such as Steel and Ship­

119 Highest and lowest value-added growth sectors in 

manufacturing in eight Member States 1980-87 
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building, or highly labour­intensive 

industries producing relatively un­

sophist icated products, such as 

Clothing, Footwear and Wooden 

furniture. 

The industries which experienced 

intermediate rates of growth in 

value­added — increases over the 

period of 3 0 ­ 5 5 % — are more 

diverse, including relatively basic, 

labour­intensive activities like the 

production of Leather goods, capi­

ta l ­ in tens ive activit ies such as 

Instrument engineering and more 

staple products like Food and drink, 

the market for which is likely to go 

on growing steadily, though not 

spectacularly. 

Although not all Member States 

showed the same pattern of growth 

in the different industries between 

1980 and 1987, there are neverthe­

less many similari t ies. In most 

countries, value­added in the Office 

equipment sector increased by most 

— in Germany, France, the UK, 

Italy and Spain — while the lowest 

growth sectors tended to be among 

those showing the smallest increase 

at the Community level (Graph 

119). 

Change in 
Employment in 
Manufacturing in 
the Community 

Changes in employment between 

1980 and 1987 reflected changes in 

value­added, in the sense that the 

industries in which output grew 

most were also the industries in 

which employment declined least. 

Indeed, the only industry to show 

an increase in job numbers over this 

period was Office equipment where 

the rise was around 17% (Graph 

120). In the other high­growth in­

dustries, the fall in employment 
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ranged from 6% for Rubber and 

plastics to 17% for Motor vehicles, 

reflecting the significant gains in 

productivity made in car production 

during these years. 

The decline in employment in me­

d i u m ­ g r o w t h i n d u s t r i e s w a s 

similar to that in low­growth ones, 

with textiles showing a reduction of 

24%, larger than four of the indus­

tries included in the latter group. 

The biggest decline in employment, 

however, occurred in Metal produc­

t ion (s teel) , where the r ise in 

value­added was the smallest of all 

and where the total number of jobs 

fell by 38% between 1980 and 1987. 

The pat tern of change was reason­

ably s i m i l a r from c o u n t r y to 

country over this period, with em­

ployment in the Office equipment 

industry increasing in seven of 

the ten Member States for which 

figures for both 1980 and 1987 

exist. Apart from this industry, 

however, few industr ies in any of 

the countries showed any expan­

sion of employment during these 

yea r s . Only in Denmark , Ger­

many and the Nether lands did 

e m p l o y m e n t i n c r e a s e in more 

than four industr ies. In two coun­

tries, France and Belgium, only 

one industry (Office equipment) 

showed any employment growth 

and in two countries, the UK and 

Spain, employment declined in all 

sectors. 

The pattern of 
Manufacturing 
Activity by 
Member State 

There are, however, marked dif­

ferences between Member States in 

terms of the relative importance of 

different i ndus t r i e s within the 

manufacturing sector. In the Com­

munity as a whole, the industries 

included in the high­growth group 

accounted for just under half of total 

value­added produced by the manu­

facturing sector in 1987 and 40% of 

employment. In the Netherlands 

and Germany, however, these in­

dustries were responsible for more 

than a half of value­added and 

slightly less of employment, while 

in Greece they accounted for only 

25% of value­added and 20%­ of jobs 

and in Spain for 40% of value­added 

and 30% of employment (Graphs 

121 and 122). 

The industries included in the low 

growth group were responsible for 

around 25% of manufacturing value­

added in 1987 in the Community as 

a whole. In Greece and Spain, how­

ever, the figure was over 30% while 

for Ireland and the Netherlands it 

was less than 20%. In all countries 

the low­growth industries employed 

a significantly higher proportion of 

the manufacturing workforce than 

the share of value­added they gener­

ated. In Spain, Portugal and Greece, 

these industries were responsible for 

nearly 40% of employment in manu­

facturing in 1987, while in Ireland 

and the Netherlands, the figure was 

below 25%. 

In general terms, therefore, the high­

growth, more advanced industries 

tend to be more important in the 

North of the Community than in the 

South while, for the low­growth, la­

b o u r ­ i n t e n s i v e i n d u s t r i e s , t h e 

reverse is the case. There are, how­

e v e r , two e x c e p t i o n s to t h i s 

genera l i sa t ion . Denmark has a 

much lower proportion of its manu­

facturing activity in high­growth 

indust r ies than the Community 

average although, since it also has a 

smaller proportion in low­growth 

sectors, this compensates to some ex­

t e n t . C o n v e r s e l y , in I r e l a n d , 

high­growth industries are signifi­
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121 Share of manufacturing value-added in sectors of 

manufacturing in ten Member States 1987 
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cantly more important than in other 

less developed Member States and, 

even more significantly, low­growth 

activities are markedly less import­

a n t , e s p e c i a l l y in t e r m s of 

value­added. This reflects the weight 

of multi­national high­tech produc­

tion in the Irish economy, and the 

relative absence of traditional manu­

facturing. 

Regional 

Distr ibution of 

Manufacturing 

Activity 

Within Member States, the relative 

importance of the different types of 

industry, in terms of the manufac­

turing employment they provide, 

varies markedly from region to re­

g ion . In 1988, h i g h ­ g r o w t h 

industries accounted for more than 

45% of the jobs in manufacturing in 

quite a number of regions in Ger­

many (although more in the South 

and Centre than in the North), in 

N o r t h e r n and E a s t e r n France , 

South­East England and in a few 

areas of Central and Southern Italy 

(Map 123). 

In most regions in the South of the 

Community, however, high­growth 

industries account for less than 25% 

of manufacturing employment. The 

only exceptions (apart from the 

areas on the Southern Italian main­

land) are Sicily, Sardinia, Corsica 

and Northern and Eastern parts of 

Spain as well as the Madrid region. 

The proportion of manufacturing 

jobs in the dynamic industries is, 

however, equally low in many areas 

in the North of the Community — in 

Denmark, in parts of the Nether­

lands and in several areas of the 

UK, including Northern Ireland. 

The share of manufacturing em­

p l o y m e n t in l a b o u r ­ i n t e n s i v e , 
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Share of Employment in Manufacturing 1987/88 

123 High-growth sectors 124 Low-growth sectors 

GR national data only GR national data only 

Share of Sectors of Manufacturing in Total Employment 1987 

125 High-growth sectors 126 Low-growth sectors 

B, GR, Ρ national data only tz^z> B, GR, Ρ national data only 

I I 1 



Chapter 6 Employment in Industry: a Decade of Change 

low-growth industries, on the other 
hand, is relatively high over much 
of Southern Europe. In many re­
gions of Spain and the South of 
Italy, it exceeded 45% in 1987 (Map 
124). However, it is equally high in 
par t s of Germany, the UK and 
Northern Italy, where the Clothing 
industry is relatively advanced and 
provides substantial numbers of 
jobs. 

By contrast, in most regions of Ger­
many as well as in South-East 
England, Bri t tany, par ts of the 
Netherlands, one or two areas of 
Italy and Ireland, the proportion of 
manufacturing jobs in low-growth 
industries is under 25%. 

Manufacturing employment in me­
dium-growth sectors was relatively 
high in Ireland, throughout most of 
Denmark and over much of South­
ern Spain, where it accounted for 
over 40% of the total in 1988. By 
contrast, employment in these in­
dustries was relatively low over 
much of Italy, the South in particu­
lar, and France, where in many 
regions the proportion of manufac­
turing jobs was under 30%. 

The share of manufacturing em­
ployment in high- or low-growth 
sectors, however, gives no indica­
tion of the importance of these 
sectors for employment as a whole. 
In other words, a region may have a 
high proportion of manufacturing 
jobs in high-growth industries but 
have very few manufacturing jobs 
in total. Relating employment in 
high- and low-growth sectors to 
total employment in a region gives 
a somewhat different picture. 

Over most of Southern Europe, 
even in regions where much of 
manufacturing employment is in 
high-growth sectors, these account 
for a very small proportion of total 
employment. In Southern Spain, 

much of Southern Italy and Greece, 
as well as areas in the South of 
France , high-growth indus t r ies 
were responsible for less than 3% of 
total jobs in 1988 (Map 125). This, 
however, was also the case in parts 
of the Netherlands and Northern 
Germany. 

On the other hand, high-growth in­
dustries account for over 7% of total 
employment in parts of Northern 
Spain and the Madrid region, as 
well as North-West Italy, much of 
E a s t e r n and Nor the rn F rance , 
Wales and Northern England and, 
most especially, in much of Ger­
many, where in some Southern 
regions the share exceeds 15%. 

The share of total employment in 
low-growth sectors is also relatively 
high in a number of German regions 
— over 7% in 1988 — even though 
these account for a minor propor­
tion of manufacturing jobs, simply 
because manufacturing is such a 
large employer of labour there (Map 
126). This is also the case in parts 
of Eastern France and Northern 
Italy. In some areas of both, how­
ever, th i s reflects the re la t ive 
importance of low-growth sectors in 
manufacturing, as is also the case 
in a number of Spanish regions and 
in some areas of the UK. 

On the other hand, over much of 
Southern Italy and in Greece, low-
growth industries account for only 
a very small proportion of total em­
ployment — under 3% in 1988 — 
despite their relative importance in 
manufacturing. 

The proportion of manufacturing 
jobs in the dynamic indus t r ies 
w a s , howeve r , equa l ly low in 
many areas of the North of the 
Communi ty — in Denmark , in 
many areas of Belgium, and in the 
UK, including the North of Scot­
land and Northern Ireland. 

Output per Worker 
in Manufacturing 
The fact that high-growth indus­
tries tend to be more important in 
terms of value-added than in terms 
of employment clearly reflects their 
less labour-intensive methods of 
production, compared with other in­
dustries, and consequently their 
higher level of output per person 
employed. Indeed, over the Com­
munity as a whole, the level of 
output per person employed in the 
high-growth industries was over 
20% higher than in the medium-
growth industries, and around 50% 
higher than in those with the lowest 
growth (Graph 127). 

These differences are common to all 
Member States and, with a few not­
able exceptions, the scale of the 
difference between industr ies is 
similar. The main exceptions are 
Ireland, where output per person 
employed in high-growth sectors 
was nearly three times greater than 
in low-growth sectors, and Spain 
where it was around twice as high. 
In the other countries, the dif­
ference was around 30-40%. 

In the case of Ireland, the much 
higher level of output per person in 
the high-growth sectors reflects the 
concentration of production in high­
ly capital-intensive activities such 
as the production of pharmaceuti­
cals and electronic goods. This is 
also true of the medium-growth sec­
t o r s w h e r e a c t i v i t i e s such as 
brewing make up a high proportion 
of output. In the traditional, labour-
intensive low-growth industries, on 
the other hand, output per person in 
Ireland is well below the Com­
munity average. 

In general, the ranking of countries 
in terms of output per person is 
broadly the same for each group of 
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industries, in the sense that those 

with relatively high levels of output 

per person in the high­growth in­

dustries also tend to have relatively 

high levels in the medium­ and low­

growth industries. 

Levels of output per person, as 

would be expected, tend to be higher 

in all industries in the North than 

in the South of the Community — 

including Italy in the former ca­

tegory for this purpose, given that 

most of its manufacturing produc­

tion is concentrated in the North of 

the country. The differences, how­

ever, between Spain, which has the 

highest levels of the Southern coun­

tries, and the UK, which has the 

lowest levels of the Northern coun­

tries, are not large. Indeed output 

per person in the high­growth in­

dustries is higher in Spain than in 

the UK. 

Share of 
Manufacturing 
Employment of 
each Member State 

ity. Spain accounted for just under 

10% of both value­added and em­

ployment. The other 15% or so of 

value­added and employment was 

distributed among the other 7 coun­

tries, with the Netherlands and 

Belgium having similar shares of 

around 3%. Portugal has no avail­

able data on value­added but also 

accounts for about 3% of employ­

ment. 

For a number of countries, however, 

there are major differences in their 

shares of different industries. This is 

especially so for Germany, whose 

share of both value­added and em­

ployment in high­growth industries, 

at over 35% of the Community totals, 

was markedly greater than its share 

of medium­growth and low­growth 

sectors — around 30% of value­

added and 28% and 26% respectively 

of employment — in 1987 (Graph 

128 and 129). 

Most other Northern, or more de­

v e l o p e d , c o u n t r i e s w e r e a l so 

responsible for a larger share of the 

high­growth industries than the 

other sectors, particularly for value­

added. This included Ireland which, 

in most aspects other than in manu­

fac tu r ing , is a less developed 

country. The two exceptions are the 

UK and Italy — which is geographi­

cally a Southern European country 

even though most of the North of the 

country is more similar in economic 

terms to Northern countries. Both 

of these had a higher share of low­

and medium­growth indus t r i e s 

than of high­growth sectors. 

For all of the Southern, less de­

v e l o p e d , c o u n t r i e s of t h e 

Community, their share of low­

and medium­growth indus t r i e s 

was s ignif icant ly g r ea t e r t h a n 

the i r share of high­growth sec­

tors, which in the case of Spain 

127 Product iv i ty (value-added per employee) in sectors 

of manufacturing in ten Member States 1987 

A consequence of the fact that the 

i m p o r t a n c e of m a n u f a c t u r i n g 

varies significantly between Mem­

ber States is that Member States 

differ in the share of total Com­

munity output and employment in 

manufacturing for which they are 

responsible. 

Overall, Germany accounted for 

just over one third of total value­

added in manufac tur ing in the 

Community in 1987, and for slightly 

less of employment. France, Italy 

and the UK each accounted for 

around 15% of both value­added 

and employment, with the UK's 

share of manufacturing employ­

ment being somewhat greater than 

its share of value­added because of 

its relatively low level of productiv­

1000 ECU per employee 
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128 Share of Community value-added in sectors of 

manufacturing in the Member States 1987 
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was only around 6% and for Por­

tugal and Greece, barely 1%. 

Changes in 

Value­Added 

and Employment 

by Member State 

Manufac tu r ing value­added in­

creased in current price terms in 

all Member States between 1980 

and 1987, as might be expected 

given tha t inflation in the Com­

munity averaged around 65% over 

this period (taking the GDP defla­

tor). In a number of countries, 

however, especially in the low­

growth sectors, the increase in 

v a l u e ­ a d d e d was cons ide rab ly 

less t h a n the r a t e of price in­

crease, implying a significant fall 

in real output. Only for a few in­

d u s t r i e s in t h e m a j o r i t y of 

countries was the rise in value­

added markedly greater than the 

increase in overall prices. 

All countries, with the exception 

of Denmark, experienced a reduc­

tion in employment in manufac­

tur ing over this period, as noted 

above. Even in the case of the 

high­growth industries, only Den­

mark, Germany and the Nether­

l a n d s s h o w e d a n y r i s e in 

employment (Graph 130). Indeed 

in all other countries employment 

declined by around 10% or more. 

In Spain and France, the decline 

was over 20%, while in the UK it 

was 27%. 

In all countries, except for Portu­

gal and Italy — where relatively 

few jobs were lost in tradit ional, 

medium­growth industries — the 

decline in employment between 

1980 and 1987 was greater in low­

g r o w t h a n d m e d i u m ­ g r o w t h 

indus t r ies than in high­growth 

sectors. In six of the countries, the 
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fall in low­growth industr ies was 

around 25% or more, and in four 

close to 30%. 

130 Changes in employment in sectors of manufacturing 

in ten Member States 1980-87 

Changes in Output 

per Person by 

Member State 

So far as growth in value­added per 

employee is concerned, there is 

some, though by no means univer­

sal, tendency for those countries 

which showed a comparat ively 

large gain in one group of industries 

between 1980 and 1987 to have ex­

perienced similarly large increases 

in other sectors. In particular, Italy 

— which showed by far the biggest 

increase in value­added per em­

ployee in manufacturing as a whole 

— showed the largest rise in high­, 

medium­ and low­growth sectors 

(Graph 131). (The reason for this 

seemingly impressive performance 

lies partly in the fact that whereas 

Italian price — and cost — inflation 

was significantly above the Com­

munity average over this period, 

the exchange value of the Italian 

lira was not reduced by nearly 

enough to compensate as the auth­

orities made a deliberate attempt to 

squeeze inflation out of the system. 

The effect was to push up Italian 

prices measured in ECU te rms 

relative to those of other countries.) 

The same is also broadly t rue of 

the UK, Denmark and France, al­

though Spain showed relatively 

large gains in value­added per 

person in high­growth sectors as 

compared with its performance in 

o the r i n d u s t r i e s . The Ne the r ­

l a n d s s h o w e d s u b s t a n t i a l l y 

sma l l e r i n c r e a s e s in m e d i u m ­

growth sectors t h a n e lsewhere 

a n d G e r m a n y , by c o n t r a s t , 

showed much larger comparative 

rises in productivity in medium­

and low­growth industr ies. 
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For the Community as a whole, 
value-added per person went up 
by similar amounts in low-growth 
and medium-growth indus t r i e s 
between 1980 and 1987 (by 70% in 
current price terms — which im­
plies only a small r ise in real 
terms). This is broadly t rue for 
each country, with the Nether­
lands being the main exception. 
Value-added per employee also 
went up by significantly less in 
these sectors than in high-growth 
industr ies — by over 10% less. 
Again this is t rue for most coun­
t r ies , the only exception being 
D e n m a r k , w h e r e p r o d u c t i v i t y 
growth measured in these terms 
was much higher in low-growth 
sectors than the Community aver­
a g e . I n d e e d , for l o w - g r o w t h 
industries, only Denmark, the UK 
and Italy showed any real appar­
ent gain in productivity in this 
g r o u p of i n d u s t r i e s w h e n 
measured in constant price ECU. 

Changes in 
Manufacturing 
Employment 
by Region 

I n c r e a s e s in e m p l o y m e n t in 
manufacturing in the 1980s were 
largely confined to high-growth 
sectors. Almost all par ts of Ger­
m a n y , w h e r e h i g h - g r o w t h 
indus t r i es were impor tan t pro­
v i d e r s of j o b s , s h o w e d a n 
expansion in employment in high-
growth sectors between 1980/81 
and 1988 (Map 132). This was also 
t rue of Wales in the UK. However, 
in most other regions where an 
increase in employment occurred 
in these sectors over this period, 
high-growth industries — and in­
deed manufacturing in general — 
accounted for a relatively small 
proportion of jobs. This was par­
t icu lar ly the case in Sou the rn 

132 Changes in employment in high-growth sectors of 
manufacturing 1980/81-1987/88 

Spain, the South of Italy, par ts of 
the South of France, Bri t tany and 
Denmark. 

There is some evidence, therefore, 
tha t many of the regions where 
high-growth industries expanded in 
the 1980s were not traditional in­
dustrial areas, and that many were 
located on the periphery of the Com­
munity. Conversely, it would also 
appear that the old established in­
dustrial regions generally showed a 
significant decline in employment 
in high-growth sectors over this 
period. This was true of Northern 
France, the West Midlands and the 
North-West in the UK, many parts 
of Belgium and parts of Northern 
Germany as well as Catalonia in 
Spain, all of which experienced falls 
in employment in these industries 
of more than 10% between 1980/81 
and 1988. 

In the case of the low-growth indus­
tries, where jobs decreased in all 
Member States apart from Den­
m a r k , a g r e a t m a n y r e g i o n s 
experienced a decline in employ­
ment in these low-growth sectors of 
more than 20% between 1980/81 
and 1988. This was true over almost 
all of France, much of Spain, a num­
ber of a r e a s in G e r m a n y and 
Scotland, as well as the Nether­
lands, Belgium and Ireland, for 
which no consistent regional data 
are available (Map 133). On the 
other hand, a number of areas in 
Southern and Central Italy, North­
ern Ireland and the North and East 
Midlands of England as well as 
Denmark, experienced an increase 
in employment in low-growth in­
dustr ies . Only in Southern and 
Central parts of Italy did these sec­
tors account for more than 7% of 
total employment at the beginning 
of the period. 

Low-growth sectors , like high-
growth sectors, therefore, did not 
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necessarily expand in areas where 
they were already important. While 
old industrial regions for the most 
part suffered a decline in manufac­
turing employment in both the most 
and least dynamic sectors, a num­
ber of regions where industry had 
not been of major importance in the 
past saw employment in manufac­
turing increase over this period. 

Wages and 
Labour Costs in 
Manufacturing 

Labour costs are made up of two 
elements: the wages or salaries paid 
to employees and the additional em­
ployment costs which employers 
bear. The latter, in turn, comprise 
two elements: the statutory costs 
imposed by Government, in the 
form mainly of social insurance and 
pension contributions, and the less 
formal costs whether these be con­
t r i b u t i o n s to p r i v a t e pens ion 
schemes, customary bonuses, or 
similar payments. 

There is a strong argument for look­
ing at the elements which make up 
labour costs together, rather than 
simply at wages and salaries. In 
effect, the prime concern of em­
ployers when considering whether 
to expand their workforce, or where 
to pitch pay levels, is the total costs 
of employing people and not merely 
the wage element. Similarly em­
ployees, both actual and potential, 
are concerned not so much with the 
gross wage that they are paid as 
with the total value to them of what 
they receive from being employed, 
including the non-monetary ele­
m e n t s in t he form of pens ion 
contributions, health insurance, so­
cial protection and so on. 

If non-wage elements were reduced, 
then employees would be expected 

to exert upward pressure on pay to 
compensate. Similarly, if the non-
w a g e e l e m e n t s w e r e to be 
statutorily increased, then provid­
ing the increase were accompanied 
by a rise in non-wage benefits (in 
the value of pensions, for example), 
employees would be better off and 
employers would tend to limit wage 
increases which they were prepared 
to pay. 

On this basis, we would expect to 
find that wages were relatively high 
— in comparison with productivity 
— in countries where non-wage la­
bour costs were relatively low, and 
that they were relatively low in 
countries where non-wage costs 
were high. 

This, by and large, is what is ob­
served in practice, with countries 
such as France or Belgium — where 
non-wage costs are high — having 
comparatively low levels of wages 

and countries such as Denmark — 
where non-wage labour costs are 
low — having comparatively high 
levels (see Employment in Europe 
1990, Chapter 4). 

As would be expected, average la­
bour costs per employee (i.e. wage 
plus non-wage costs) are much 
higher in manufactur ing in the 
more developed parts of the Com­
munity than in the less developed 
parts. In terms of ECU, the average 
level was five times higher in Ger­
many in 1987 than in Portugal and 
three times higher than in Greece 
(Graph 134). (These differences do 
not reflect differences in real in­
come levels, or standards of living, 
because the pattern of prices is sig­
nificantly different as between the 
two pairs of countries; adjusted for 
this, the difference in real wages 
between Germany and Portugal is 
reduced to around 3 times.) The 
major exception is the UK, where 

133 Changes in employment in low-growth sectors of 
manufacturing 1980/81-1987/88 
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134 Average labour costs per employee in sectors of 

manufacturing in e leven Member States 1987 

1000 ECU per employee 

Π Low growth sectors 
■ Medium growth sectors 
■ High growth sectors 

135 Unit labour costs in sectors of manufacturing in 

ten Member States 1987 

Unit- labour cost 

□ Low growth sectors 
S Medium growth sectors 
■ High growth sectors 

labour costs per employee in manu­

facturing were significantly less 

than the Community average in 

1987 and lower than in Ireland. 

It is notable that in five of the 

Northern countries, Germany, the 

Netherlands, Belgium, France and 

Denmark, average labour costs per 

employee are remarkably similar in 

medium­ and low­growth indus­

tries. Indeed the average in each 

country is within 6­8% of each 

other. For high­growth industries 

the difference is slightly larger, 

ranging from around 27,000 ECU 

per employee in Denmark and 

France to 30,000 ECU in Germany. 

In all countries, average labour 

costs per employee — and average 

wage and sa la ry levels — are 

h i g h e r in h igh ­g rowth sectors 

than in medium­ or low­growth 

sectors. For the Community as a 

whole the difference amounts to 

over 20%, and in all Member 

S ta tes , apa r t from Ireland and 

Greece, the difference is signifi­

c a n t . In m o s t c o u n t r i e s , t h e 

average level of labour costs is 

also higher in medium­growth in­

d u s t r i e s t h a n in l o w ­ g r o w t h 

sectors although, apar t from in 

Ireland, the difference is small — 

around 5% for the Community as 

a whole. 

Unit labour Costs in 
Manufacturing 

Comparing the pat tern of labour 

costs in manufacturing across the 

Community with comparative le­

vels of value­added per employee, 

or productivity, shows tha t there 

is some broad tendency for the two 

to be related, in the sense that 

countries where labour costs are 

high also tend to have relatively 

high levels of value­added per em­

ployee. Accordingly, high rates of 
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pay can in some degree be just i­
fied by high levels of productivity. 

Differences in productivity, how­
ever , do not completely offset 
differences in labour costs. There 
is some tendency for labour costs 
per unit of value-added in manu­
factur ing (i.e. labour costs per 
employee expressed as a ratio of 
value-added per employee) to be 
higher in countries where labour 
costs are also relatively high. This 
is the case for Germany, Den­
mark, Belgium and France, where 
in 1987, uni t labour costs were 
above the Community average, al­
though by much less than average 
labour costs per employee (Graph 
135). 

By contrast, unit labour costs in the 
Netherlands, where the average 
cost of employment in manufactur­
ing was second only to Germany, 
were less t h a n the Community 
average, while unit labour costs in 
Greece, where wage levels were the 
lowest in the Community (apart 
from in Portugal), were the highest 
of all the Member States (no com­
parable data on value-added are 
available for Portugal). 

Nevertheless, unit labour costs vary 
much less than labour costs per em­
ployee as between countries and, for 
most Member States, lie within a 
comparatively narrow range (from 
around 60% to 80% of value-added). 
The main exceptions in 1987 were 
Greece for low-growth sectors , 
where labour costs apparently ex­
ceeded value-added, Italy, the UK 
and Spain, where unit labour costs 
were broadly between 50 and 60% 
of value-added, and, most notably, 
Ireland, where unit labour costs in 
high-growth, high-technology sec­
tors were extremely low (under 30% 
of value-added). The counterpart of 
this in the latter four countries, but 
especially in Ireland in high- and 

medium-growth sectors, is t ha t 
profits per unit of value-added were 
unusually high. 

In Ireland, this reflects the rela­
tively high level of profit per unit 
of v a l u e - a d d e d e a r n e d by the 
mul t i -nat ional companies. It is 
notable in this respect t ha t in the 
traditional low-growth industr ies 
in Ireland, where multi-nationals 
are not impor tan t , un i t labour 
costs, at jus t over 60%, are similar 
to those in Spain and not all tha t 
much below the Community aver­
age. 

There is, however, a remarkably 
uniform tendency across the Com­
munity for unit labour costs to be 
higher in low-growth, labour-in­
tensive industries than in other 
industries, despite the low level of 
average labour costs per employee 
in these sectors. Similarly there is 
an equally systematic tendency for 

unit labour costs to be relatively low 
in high-growth, capital-intensive 
industries, despite their high aver­
age wages per worker. In effect, the 
difference in the level of productiv-
i ty b e t w e e n t h e s e g r o u p s of 
industries is sufficiently large to 
more than compensate for higher 
rates of pay. 

To explore the relat ionship be­
tween labour costs and productiv­
i ty f u r t h e r , i t is p o s s i b l e to 
examine the detai ls for the 18 
NACE industr ies individually in 
the Member States. This is done 
in Graph 136, which plots the 
values for average labour costs 
per employee against value-added 
per employee in these industr ies 
in each of the 10 countries for 
which data are available for 1987. 
Clearly if the relat ionship held 
perfectly, in the sense of produc­
tivity differences fully offsetting 
differences in labour costs, the 

136 Labour costs and productivity in sectors of 
manufacturing 1987 
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po in t s in t he g raph would lie 

along a s t r a igh t l ine from the 

origin. The fact tha t they more or 

less do so indicates that , while 

there are some exceptions, the two 

magnitudes are reasonably close­

ly r e l a t ed . There is a marked 

tendency, therefore , for indus­

tries with relatively high average 

labour costs also to have relative­

ly high levels of value­added per 

employee. 

The graph also shows that it is in­

variably in the high­growth sectors 

in Member States that average la­

b o u r c o s t s ( a n d w a g e s ) a n d 

productivity are high. The implica­

tion is that labour costs per unit of 

value­added in practice bear little 

systematic relationship to the level 

of average wages. High wages in an 

industry in a Member State do not, 

in other words, imply that unit la­

bour costs are also high. 

Growth of 

Labour Costs in 

Manufacturing 

Between 1980 and 1987, average la­

b o u r c o s t s pe r e m p l o y e e in 

manufacturing, measured in current 

ECU terms, increased by around 

60% or so in the Community as a 

whole. There were, however, signifi­

can t differences both be tween 

Member States and between indus­

tries. For Italy, for example, the rise 

was around 90%, as the exchange 

value of the Lira failed to be adjusted 

in line with comparatively high rates 

of Italian wage increases — so seem­

ingly putting Italian industry at a 

compara t ive cost d i sadvan tage 

when competing with producers 

from other countries. On the other 

hand, for Spain, Belgium and the UK 

(two of which were outside the ex­
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and experienced some depreciation 

of their currencies), average labour 

costs went up by less than 50% in 

current ECU terms over this period 

(Graph 137). 

Despite these differences, for most 

industries in most countries, the in­

crease in average labour costs per 

employee was of a similar order over 

these seven years. What was also 

similar was the pattern of increase 

as between the groups of industries. 

In six of the ten Member States, 

labour costs per employee — or 

average rates of pay increase — in 

high­growth industries went up be­

tween 1980 and 1987 by more than 

in other sectors. In these six coun­

tries also, the increase in labour 

costs in medium­growth industries 

was greater than that in low­growth 

sectors. In the four other countries 

for which this was not the case, 

moreover, the difference in the rate 

of labour cost increase between the 

three groups of industries was rela­

tively small — less than 5%. 

On the other hand, in the first group 

of six countries, several Member 

States showed marked differences 

in the labour cost increases between 

the three industry groups. At the 

extreme, in the case of Portugal, the 

increase in high­growth sectors was 

two­thirds higher t han in low­

growth industries, implying that 

average wages in the former went 

up by over 7% a year more than in 

the latter. Less extremely, but still 

significant, the difference in rates of 

increase between high­ and low­

g r o w t h s e c t o r s in S p a i n a n d 

Belgium was over 3% a year and in 

the UK and Italy, over 2% a year. 

The rates of increase in labour costs 

when related to the rise in value­

added per person employed — or 

productivity — imply that unit la­
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bour costs in manufacturing fell be­

tween 1980 and 1987. For the 

Community as a whole, the average 

decline was around 5%, although 

with a significantly larger fall in 

high­growth sectors, over 10%, than 

in the other industries (Graph 138). 

There were, however, marked dif­

ferences between Member States. 

Taking the extremes, unit labour 

costs in m a n u f a c t u r i n g hard ly 

changed at all in Germany over this 

period, while they declined by over 

15% in the UK (by 10% in medium­

growth sectors and by as much as 

20% in low­ and high­growth sectors) 

and by almost as much in Spain. The 

counterpart of this is that, in these 

two countries, profits per unit of 

value­added went up considerably 

during these years. 

At least part of the explanation for 

these changes is the relatively de­

pressed level of industrial activity at 

the beginning of the period in 1980 

which of itself tends to depress profit 

shares, if only because a significant 

proportion of labour costs in the 

short­term tend to be fixed and can­

not easily be reduced in line with 

output. This applies to a lesser ex­

tent to the other countries. 

In seven of the eight Member States 

for which it is possible to calculate 

the change, unit labour costs fell be­

tween 1980 and 1987 by more in 

high­growth sectors than in other 

parts of manufacturing, and in Den­

mark — the only exception — the 

difference was small. Only in the 

Netherlands and France did any of 

the industry groups show any signi­

ficant rise in unit labour costs over 

this period (Graph 138). 

It is possible to cany out a similar kind 

of analysis as above in order to examine 

further the relationship between 

changes in average labour costs and 

changes in value­added per employee. 

138 Changes in unit labour costs and productivity in 

sectors of manufacturing in e ight Member States 

1980-87 

20 
% change 

Ζ Low growth sectors 
Medium growth sectors 
High growth sectors 

- -20 

139 Changes in labour costs and productivi ty in sectors 

of manufacturing 1980-87 

2b 

20 

1b 

iu 

5 

η 

Change in labour costs per employee (1000 ECU) 

E Low growth sectors 
o ■ Medium growth sectors 
i High growth sectors 

* 

+ 

I 

D 

° □ 

α 

D 

+ D
* ■ I 

° D D O O 

+
 ú

 a 

¿S" 0 
0 

/ 
i l i l 

π 

— 

1 

25 

20 

15 

10 

-20 0 20 40 
Change in value-added per employee (1000 ECU) 

60 

121 



Chapter 6 Employment in Industry: a Decade of Change 

Plotting the changes in the two vari­
ables between 1980 and 1987 for the 
18 NACE industries in each country 
for which data are available indi­
cates a reasonably close association 
between the two (Graph 139). In 
most cases, therefore, average la­
bour costs per employee went up by 
more in industries in which value-
added per employee increased by a 
relatively large amount than in sec­
tors where productivity growth was 
relatively low. 

Indeed, since most of the industries lie 
below the 45 degree line in the diagram, 
most of them experienced a larger in­
crease in value-added per employee 
than in average labour costs — in a 
number of cases, a significantly larger 
increase. In general, therefore, the rises 
in productivity which occurred over this 
period were only partly reflected in pay 
rises. Conversely, the increases in aver­
age labour costs — or in wage rates — 
which took place exceeded the growth 
of productivity in only a few cases. 

Regional 
Differences in Wages 
in Manufacturing 

The lack of consistent and compre­
hensive data makes it difficult to 
examine variations in labour costs in 
manufacturing as between regions 
within Member States, while any 
analysis of differential increases in 
regional rates of pay is virtually im­
possible. Nevertheless, the data 
which are available indicate that the 
scale of regional variation in average 
wages differs significantly from 
country to country, although such 
comparisons are clouded by differen­
ces in the population size of regions, 
both between and within Member 
States. 

C o m p a r i n g t h e t h r e e r e g i o n s 
(defined at NUTS level II) with the 

highest levels of average gross 
wages per employee (labour cost 
data are less readily available at the 
regional level) in manufacturing 
and the three with the lowest levels 
in 1988 (1987 for Spain) shows a 
difference of 46% in the case of Ger­
many, 36% in the case of France and 
a much larger 107% in the case of 
Spain. The UK would appear to 
have a smaller regional variation, of 
only 27%, on the basis of estimates 
using NUTS level I data. (The much 
lower level of a v e r a g e wages 
relative to labour costs in Spain, 
especially in relation to the UK, re­
flects the high level of non-wage 
costs). 

Although these differences may re­
flect, to some extent, variations in 
the importance of high and low 
wage industries as between regions, 
s imi la r ly large differences are 
found for individual sectors within 
manufacturing. It is difficult, how­
ever, to be cer ta in t h a t one is 
comparing like with like even at a 
finer level of disaggregation. 

Despite these uncertainties of inter-
p r e t a t i o n , i t a p p e a r s t h a t , in 
general, the regions with the lowest 
wage levels tend to be those with the 
greatest employment difficulties. 

Moreover, it is notable tha t the 
scale of these differences, which 
seem to have persisted for some 
time, is as large — if not larger — 
than the differences between Mem­
ber S ta t e s . In themse lves , the 
differences in wages appear to be 
sufficient to encourage businesses 
to relocate. The fact that inter-re­
gional movement of industry has 
not occurred on a scale necessary to 
solve regional employment prob­
lems seems to suggest that other 
factors, and other cost and non-cost 
considerations, are at least as im­
portant in determining location. 
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Chapter 7 Skill Shortages: A Growing Problem in the 
Community? 

While skill shortages are recognised as a problem for the 
Community it is difficult to be precise about their extent, 
nature and consequences. What is the role of education and 
training systems in fulfilling future skill requirements and 
what practical steps are being taken ? 

Introduction 

Concerns about skill shortages in­
creased during the 1980s, creating 
pressure for action in the 1990s. 
Changing labour supply conditions 
(with fewer young people entering 
the labour market, a rising female 
pa r t i c ipa t ion r a t e , and the in­
creased numbers of older workers) 
coupled with the increasing skill 
content of many jobs and the need 
for flexibility at the workplace have 
brought changes to the labour mar­
ket. Employers, training agencies 
and educational establishments ap­
pear to have been slow to adapt, 
posing problems for future Com­
munity competitiveness and em­
ployment growth. 

The issues are not clear-cut, how­
ever. While there is no doubt that 
skill shortages exist — in the sense 
that employers cannot fill certain 
posts with people of the quality they 
are looking for — and there is evi­
d e n c e t h a t t h e p r o b l e m h a s 
increased in recent years, it is less 
easy to assess the real economic 
consequences of such appa ren t 
shortages — how far they constrain 
production or affect Community 
competitiveness. Moreover, there is 

no general agreement on the correct 
way to combat the deficiency — es­
pecially regarding the respective 
roles of public bodies and firms — or 
on the time scale over which such 
action can hope to be effective. 

This chapter seeks to identify the 
extent and nature of skill shortages 
in the Community, drawing on a 
variety of evidence on this well pub­
licised, but poorly defined and 
documen ted p h e n o m e n o n , and 
looks at possible skill developments 
in the future. It also examines exist-
i ng r e s p o n s e s from b o t h t h e 
education and training systems. 

The Nature of Skills 

The concept of skill shortage is com­
plex, and indeed elusive, not least 
because the bulk of human skills 
and abilities cannot be considered 
simply as qualities embodied in in­
dividuals. In order to be relevant, or 
even measu rab l e , most h u m a n 
work skills have to be seen in rela­
tion to the capital used at the place 
of work, to the technology embodied 
in that capital and to the system of 
work organisation used to relate the 
capital and labour together in order 
to produce goods and services. 

Thus skill shortages are not abso­
lute — what matters to one firm 
may matter less to another, even in 
the same line of activity, since not 
all firms react in the same way to 
labour problems. For example, a 
firm may have faced skill shortages 
in the past and chosen to change its 
production methods or invest in 
new equipment in order to over­
come the shortages, while another 
persists unsuccessfully in seeking 
to fill its available jobs. 

The simplest illustration of the re-
l a t i o n s h i p s a t w o r k is t h e 
traditional assembly line method of 
production, where a high level of 
technology is embodied in the capi­
tal equipment and where labour is 
required simply to perform fitting 
and fixing jobs that machinery is 
unable to do. In such cases, the la­
bour skill requirements are rather 
basic, as much related to general 
work habits — reliability, regu­
larity, and so on — as to specific 
abilities, other than simple dex­
terity and physical strength. 

Over time, of course, production 
processes have developed — robots 
have been created so that even com­
plex tasks can now be performed by 
machine (in other words the ma-
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chine now embodies the human ca­
pacity of dexterity) leaving human 
beings to the tasks of checking and 
controlling tha t the machine is 
doing what it is supposed to be 
doing. The machine is only capable 
of doing such tasks, however, be­
cause elsewhere in the economy, 
highly educated, trained and skilled 
people have redesigned the produc­
t i o n s y s t e m a n d p r o d u c e d 
equipment which embodies the 
human qualities, thereby reducing 
the labour requirements per unit of 
output. 

The overall result of this dynamic 
process is a progressive shift in la­
bour requirements away from low-
skilled manual operations towards 
highly-skil led knowledge-based 
work. These changes need not 
necessarily take place — and indeed 
generally do not take place — in the 
same plant or within the same firm. 
For example, a reduction in the 
number of staff required to operate 
new printing machines in a print 
works (and, possibly, a reduction in 
their skill requirements) may be off­
set by an increase in the demand for 
appropriately skilled labour in com­
panies designing and making in­
creasingly sophisticated printing 
equipment. 

Accompanying these changes in 
technology have been other changes 
reflecting new approaches to the 
use of human resources by firms. 
These have included a shift towards 
'multi-skilling' in many occupa­
tions, for example among craftsmen 
who may now be required to per­
form several different functions 
from production planning to repair 
and maintenance. Such changes 
may reflect a number of factors — a 
decline in the amount of traditional 
maintenance, the need for shorter 
production runs producing diversi­
fied high quality output, or even a 
decision to restructure in order to 

improve motivation or quality con­
trol. Such changes generally result 
in a reversal of previous tendencies 
towards highly automated, but in­
flexible systems. 

While it is perhaps easiest to illus­
t ra te these changes in relation to 
manufacturing industries, exact­
ly t h e s a m e p r o c e s s e s h a v e 
occurred in services. There has 
been a great deal of work redesign 
— reversing the traditional divi­
sion of labour — frequently linked 
to new organisat ional a r range­
men t s with more emphas i s on 
teamworking and decentral ised 
responsibility. 

Skills and 
Community 
Competitiveness 

Skill shortages may be reported as 
a problem for individual firms, but 
they also indicate wider imbalances 
within an industry or economy. The 
relevance of this is that, while the 
quality of human skills in the Com­
muni ty largely depends on the 
effectiveness of the education and 
training systems in the Member 
States (both now and in the past), 
the technology that is embodied in 
the capital equipment and produc­
t i o n p r o c e s s e s u s e d in t h e 
Communi ty (and to which the 
human skills are applied) is pro­
duced, and increasingly available, 
on a world-wide basis. 

New technology spreads at an in­
creasingly rapid rate, both within 
o r g a n i s a t i o n s which e s t a b l i s h 
themselves world-wide, or through 
imitation of one form or another. 
The fact that much technology is 
embodied in equipment is, more­
over, a factor ensuring its rapid 
d i f fus ion . I t a l so m e a n s , for 
example, tha t users of equipment 

such as computers have to keep 
pace with new machinery or new 
software programmes just as much 
as producers. 

Moreover, as the pace of technical 
progress and its diffusion increases, 
so the time taken for best-practice 
techniques to gain the preponde­
ran t marke t share is becoming 
progressively shorter. As a result, 
businesses world-wide are forced to 
adapt more and more quickly to 
changing methods of production, 
and the l a t e s t t echn iques and 
equipment are as likely to be found 
in Asia as they are in the US or 
Europe. 

Indeed, one of the major disadvant­
ages faced by the Centra l and 
Eastern European economies prior 
to their liberalisation was that they 
were effectively cut off from rapidly 
developing Western technology and 
therefore fell increasingly behind in 
terms not only of the productivity of 
their production processes but also 
of the quality and sophistication of 
the products produced. In future, 
when they invest in new technology, 
these economies will also need to 
upgrade the skills of their work­
forces in order to be able to compete 
in world markets. 

At any one point in time, therefore, 
for any given product or service, a 
best-practice level of technology is 
generally available to most firms on 
the World market. Such markets, 
whether for goods or services, do not 
generally support widely differing 
levels of technology using different 
levels of labour force skills for very 
long. Only in extreme cases where 
the level of development in the econ­
omy is very low, or where there is 
little or no education investment is 
it realistic nowadays to talk of alter­
native technologies for goods and 
services that are traded on World 
markets. 
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The challenge to the Community is 
clear. The Community is not always 
the only, or indeed the leading, pro­
ducer of high or modern technology 
in the world. In order to compete 
successfully and to hold this place 
in the World economy, its enter­
prises need to use the latest and 
most efficient technology available. 
This in turn means, at least, that 
the Community has to have a labour 
force which is educated and trained 
to handle tha t technology. When 
firms complain that they face short­
ages of skilled labour, they are in 
effect saying that the labour avail­
able to them is not comparable to 
that required by the technology em­
bodied in modern equipment and 
processes of production. 

Of course, skill shortages can be of 
a less global or dramatic nature and 
may be more related to temporary 
labour market imbalances. They 
may even, perversely, result from 
changes in the labour force taking 
place more rapidly than changes in 
t h e p r o d u c t i o n p r o c e s s . F o r 
example, it is commonplace to find 
shortages of traditional craft skills 
compared with present day levels of 
demand because people have left 
these trades, or failed to enter them, 
at a faster rate than demand has 
fallen. However, whatever their 
precise nature, most skill shortages 
— where they genuinely exist — 
will reflect some imbalance be­
tween labour market needs and the 
systems designed to educate and 
train people to meet them. 

The Extent of 
Skill Shortages 

Community surveys 

A first point of departure in assess­
ing the extent of skill shortages is the 
Community's quarterly business 
surveys. These comprise enquiries 

about production difficulties and, in 
particular, about the extent to which 
output is being constrained by insuf­
ficient capacity or other factors, 
including difficulties of recruiting la­
bour with the requisite skills. These 
surveys provide useful evidence on 
the relative importance of skill short­
ages in the Community and how they 
have changed over time. The abso­
lute value of the indicators has, 
however, to be treated with care 
given the uncertainties about what 
they are actually measuring. 

Given these caveats, the surveys 
suggest that, over the period 1982 
to 1990, recruitment difficulties in-
c r e a s e d t h r o u g h o u t t h e 
Community, with the exception of 
Ireland and Denmark (for Spain 
and Portugal it is not possible to say 
because surveys only began com­
paratively recently) (Graph 140). 
These difficulties seem to have been 
associated with both a general in­

crease in the degree of capacity 
working over the period, and a 
tightening of the labour market — 
at least from the mid-1980s on­
w a r d s — as r e f l e c t e d in t h e 
unemployment figures. The level of 
recruitment difficulties seems to 
va ry widely b e t w e e n M e m b e r 
States, although their variations 
through time appears to be broadly 
related to levels of economic activ­
ity, as measured by the degree of 
capacity utilisation. 

The biggest increases in recruit­
ment difficulties occurred in the 
UK, France, Germany, Belgium 
and the Netherlands and took place 
especially over the second half of 
the 1980s. In general, since the de­
g r e e of c a p a c i t y u t i l i s a t i o n 
increased only to a minor extent, it 
could be deduced that skill short­
ages were b e c o m i n g a b igger 
problem throughout most of North­
ern Europe over the 1980s. The 

140 Capacity uti l isat ion and recruitment difficulties in 
the Member States 1982,1986,1990 
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figure for Portugal in 1990, more­

over, a p p e a r s to ind ica te t h a t 

significant skill shortages also exist 

in the South of the Community. 

Comparing recruitment difficulties 

as between Member States, the scale 

of the problem seems to have been 

considerably greater in the UK by 

1990 than elsewhere, although it is 

difficult to interpret the comparative 

figures (which show the balance of 

firms indicating that they have diffi­

culties over those which do not). It 

can be observed, however, that since 

the UK's difficulties are not associ­

ated with a degree of capacity 

utilisation significantly greater than 

e l sewhere , and since the com­

parative unemployment figures do 

not indicate a much tighter labour 

market, the evidence appears to 

point to more structural skill defi­

ciencies rather than a temporary 

lack of suitable labour. 

Sectoral and 
Occupational 
Skill Shortages 

Apart from these Community­wide 

surveys, more detailed studies have 

been undertaken, from time to time, 

within individual Member States. 

While it is difficult to draw conclu­

sions for the Community as a whole, 

they are useful additional indica­

t o r s of t h e p r o b l e m a n d i t s 

importance relevant to other diffi­

culties faced by companies. 

Regular surveys of businesses in 

manufacturing industry undertaken 

in Germany by the IFO Institute are 

sufficiently detailed to be able to 

compare recruitment difficulties be­

tween different sized companies. 

The results reveal that, by and large, 

difficulties tend to be less the larger 

the size of firm. Thus, throughout the 

141 Proportion of large and small companies report ing 

product ion difficulties due to recruitment difficulties 
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1980s, small firms employing less 

than 50 people consistently had sig­

nificantly greater problems finding 

suitable labour than large com­

p a n i e s w i t h more t h a n 1000 

employees (Graph 141). Moreover, 

the scale of the difference increased 

considerably in 1989 and 1990 as 

capacity utilisation and the tight­

ness of the labour market increased. 

Similarly, surveys of recruitment 

difficulties in the UK tend to reveal 

that small firms there find it harder 

than large firms to find suitable la­

bour . T h e r e a r e a n u m b e r of 

possible reasons for this, including 

a reluctance or inability to pay high 

enough wages or to provide accept­

able terms of employment, and a 

lack of in­house expertise or train­

ing capability to make good any 

skill deficiencies. 

It is notable, however, that a recent 

s tudy of company employment 

problems in Germany showed that, 

of the sample of firms having diffi­

culty in filling vacancies in 1989 

and 1990, less than 15% considered 

that lack of skills was the main 

source of difficulty in recruitment. 

The majority of respondents men­

tioned excessive demands on the 

part of applicants — in terms of pay, 

te rms and conditions — as the 

major problem. 

Shortages are often concentrated in 

particular sectors. Research in the 

UK, for example, showed that, at 

the end of 1989, companies in the 

engineering sector had the most dif­

ficulty finding suitable recruits — 

63% of all vacant positions being 

regarded as hard to fill, as opposed 

to 42% in business and financial 

services and 34% in the public sec­

tor. This, however, was at a time 

when demand was growing rapidly, 

firms were working at high capacity 

and unemployment was falling sig­

nificantly. Since then, demand has 
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slumped and shortages may well 

have diminished considerably in 

1990. 

As regards the type of skills or occu­

pations, the UK survey found that 

the positions most difficult to fill 

when labour was scarce were those 

for professionals, technicians and 

craftsmen. However, as for the Ger­

man study, a lack of skills as such 

was only part of the reason for re­

c r u i t m e n t p r o b l e m s . J u s t as 

important for employers in the UK 

was an apparent lack of experience 

among applicants relative to the job 

on offer. 

More general evidence on occupa­

t i o n a l c h a n g e s , which ref lec t 

changing skill requirements, is avail­

able for some Community countries. 

This indicates that, over the 1980s, 

there was a widespread growth in the 

importance of managerial and tech­

nical employment and a reduction in 

the number of jobs for manual wor­

k e r s . In t he N e t h e r l a n d s , for 

example, employment of technicians 

increased from 21% of the total num­

bers in work in 1983 to 24% in 1988, 

while the employment of manual 

workers declined from 33% to 30% of 

the total over the same period (Graph 

142). The change in Belgium was 

very similar (from 19% to 22% in the 

case of technicians and from 39% to 

35% in the case of manual workers). 

In the two less developed countries in 

the South of the Community for 

which data are available, Spain and 

Greece, the change was of the same 

order, although the employment of 

technicians was significantly less 

(only around 10%· of the total in 1988) 

and the employment of manual wor­

kers considerably more (50­55% of 

the total in 1988). 

Attempts to make comparisons be­

tween the Community and elsewhere 

— for example with the US and 

Japan — are, however, fraught with 

difficulties. Published data would 

suggest, for example, that technical 

occupations are less important in 

both the US and Japan than in either 

the Nether lands or Belgium, in 

Japan substantially so, while in the 

US, managerial occupations are far 

more important than elsewhere. 

Even more striking, the data suggest 

that the proportion of managerial 

and technical employment in Greece 

is the same as in Japan which seems, 

at best, unlikely. 

Regional labour 

market evidence 

In order to investigate issues of skill 

shortage in greater depth, the Euro­

142 Occupational trends 

pean Commission has recent ly 

undertaken a number of regional 

studies of skill shortages and train­

ing needs in a variety of labour 

market areas (see Box). These re­

p o r t m a n y e x a m p l e s of sk i l l 

shortages, especially in electronics 

and engineering. 

In the Weser Ems region of Ger­

many, for example , more t h a n 

two­ th i rds of bus inesses inter­

viewed had problems finding ade­

q u a t e l y t r a i n e d p e r s o n n e l , 

p a r t i c u l a r l y in e n g i n e e r i n g , 

manufacturing, construction and 

t ransport . The Dublin region of 

Ireland also suffers from a range 

of skill shortages including basic 

operational skills in the use of 
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Analysing Skill Shortages and Skill 
Requirements 

In order to meet the challenges of the 1990s, skill shortages, which 
would put at risk the potential gains from the Internal Market, must 
be avoided. 

This concern is widely shared by both sides of industry (as shown, for 
example, by the IRDAC Report on skill shortages of engineers and 
technicians) and by Community institutions. 

To this end, the Commission has launched a variety of programmes, 
including COMETT (Community Programme in Education and Train­
ing for Technology) and FORCE (Continuing Training in Europe). 
Both programmes involve analyses of skills and training needs. In 
addition, a special project was initiated in 1990 by the European 
Parliament and undertaken by the Commission to organize exchange 
of information on skill shortages, new skill requirements and 
measures to combat shortages. 

Through these programmes, the aim is : 

• to collate information on present skill deficits, future skill needs 
and the demands on education and vocational training in the 
1990s; 

• to spread this information throughout the Community so as to 
improve the quality of its human resources; 

• to initiate regionally and sectorally the creation of networks to 
achieve a better balance between supply and demand in skills; 

• to exchange information on best practices to avoid or correct 
shortages throughout the Community. 

At a sectoral level, the Commission has initiated analyses of the 
electronics industry, textiles and the retail trade, as well as an 
assessment of the implications for skills of changes in processes and 
products resulting from the new emphasis on environmental protec­
tion and development of clean technologies. A study on the 
development of information and communication technologies and 
their implication for employment and skills has also been undertaken. 

At regional and sectoral levels, an analysis of training needs is an 
integral part of the work of UETP (University Enterprise Training 
Partnerships) in the framework of the COMETT programme. In 
addition, a regionally-based analysis of skills shortages and possible 
responses to them has been initiated and is supported by the Com­
mission. It involves 26 regions throughout the Community all with 
different socio-economic structures. 

To ensure the reliability of the information collected and promote the 
creation of new partnerships, most of these analyses involve public 
authorities, federations, trade unions and education and training 
providers. 

computer-aided design and manu­
facturing (CAD/CAM) and short­
a g e of s k i l l e d o p e r a t o r s of 
computer controlled equipment. 

Studies in the South of the Com­
munity show a similar picture. For 
example, in Western Greece, small-
and medium-sized firms in the high 
technology sectors report severe 
shortages of clerical, marketing and 
skilled manual personnel. Italian 
studies have shown skill shortages 
in traditional sectors such as cloth­
ing and food as the supply of labour 
to these sectors has declined. 

Shortages are not confined to manu­
facturing. Studies in the UK and 
Ireland have reported various kinds 
of skill shortages in the financial ser­
vices sector. Equally, studies in 
Spain and other Southern countries 
have shown skill shortages in other 
service areas , such as tourism. 
Shortages of certain occupations, 
such as nurses, are commonplace 
throughout the Community. 

Shortages may reflect qualitative 
changes in the job which applicants 
with the normal technical skills 
may not possess. Formal qualifica­
tions acquired some time ago may 
not be an adequate guide to whether 
or not the person with those quali­
fications is able to do the job today. 
In other words, there may be a 
qualitative skills 'gap' as well as a 
quantitative skills shortage. Thus, 
good communication skills as well 
as basic scientific competence are 
increasingly required in areas such 
as environmental management be­
cause of the need to deal with the 
public and the regulatory auth­
or i t ies . Equal ly , in hotels and 
tourism, foreign language skills 
may also be required in addition to 
catering and service skills. 

While skill shortages are generally 
greatest in the more buoyant re-
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gional labour markets, high levels of 
unemployment can co-exist with 
skill shortages since a majority of the 
unemployed, especially the long-
term unemployed, are unskilled and 
not qualified for new jobs requiring 
high levels of skill and self-suffi­
ciency. Moreover, areas of high 
unemployment often lose many of 
the more highly qualified people to 
more prosperous regions. It is esti­
mated, for example, that 25% of Irish 
graduates from the 1980s are now 
working abroad. 

Such evidence tends to highlight 
weaknesses in the labour force avail­
able to firms. However, recruitment 
difficulties faced by firms may also 
be related to inadequacies in the jobs 
on offer — poor working conditions, 
low pay, remote locations, or ineffec­
tive recruitment practices due to 
lack of information. Many firms pay 
insufficient attention to human re­
source planning, training or general 
staff motivation and, in the face of 
skill shortages, resort to short-run 
solutions: 'poaching" workers from 
other firms in or outside the local 
labour market through higher pay, 
sub-contracting to specialist out­
siders and so on. While these may 
provide a temporary respite for a 
particular firm's difficulties, they do 
not, in general, expand the pool of 
basic skills. 

Projecting skill needs 
Virtually all the projections that 
have been made of employment 
needs into the 1990s and beyond 
emphasise the likely growth in de­
mand for scientists, technicians and 
highly skilled workers generally, 
confirming the resul ts tha t can 
genera l ly be reached from the 
extrapolation of past trends. 

The French BIPE forecast predicts 
a growth of employment between 
1986 and 1994 of over 20% in the 

liberal professions, 19% in techni­
c i a n s a n d 18% in c o r p o r a t e 
managers. Falling employment is 
anticipated among unskilled wor­
kers — down 17% — and among 
farmers and agricultural workers 
— down 22%. 

The UK Institute for Employment 
Research has made occupational 
forecasts up to the year 2000 indi­
cating that there will be a rapid 
growth in employment of managers, 
professionals, associated profes­
sionals and technical occupations. 
As a consequence the labour market 
for graduates is expected to be tight 
throughout the 1990s with good 
prospects for employment for those 
with qualifications in the social and 
economic sciences and in science 
and technology subjects. 

The German IAB Prognos study on 
occupational t rends to the year 
2010 forecast an increase of 3.4 mil­
l ion j o b s in h i g h l y s k i l l e d 
occupations, and a reduction of 2 
million jobs in basic level occupa­
tions, both from a base of 1985. 

Many studies also make qualitative 
extrapolations — foreseeing growing 
skill intensity, increased multi-skill-
ing or hybrid skills at managerial 
level, transferable skills becoming 
more important, and low skilled jobs 
falling in numbers. 

Useful as these indicators may be, 
they cannot identify the precise 
skill requirements which will be in 
demand, nor do they relate easily to 
the supply of skills which are likely 
to be available from the educational 
and training establishments in the 
Member States. 

Moreover, the reliability of the 
forecasts will depend not only on 
the s t ructural changes tha t are 
taking place but also on the future 
growth paths of the Community 

economies (which are themselves 
subject to a wide margin of vari­
ation) as well as to the, as yet 
unknown, technological develop­
m e n t s . F o r e x a m p l e , a t t h e 
beginning of the 1980s, it would 
have been difficult to predict the 
speed of development of micro­
c o m p u t e r s , t h e i r d i f f u s i o n 
t h r o u g h o u t t h e economy, a n d 
their impact on working processes 
and systems. 

Responses to Skill 
Shortage Problems 
While there is no direct link be­
tween the general level of education 
and training and the more immedi­
ate problem of skill shortages, the 
greater the relevance, quality and 
amount of education and training, 
the more likely it is tha t the labour 
force will have the capacity and flex­
ibility, not only to do or learn what 
is required, but also to be able to 
cope with change. 

Solutions to skill shortages are to be 
found in a range of actions which 
can be taken at macro and micro 
levels by public authorities, enter­
pr i ses , t r a i n i n g and educat ion 
providers, and by individuals — 
either acting independently or in 
partnership with others. 

Education 
and Training 
of Young People 

Figures on n u m b e r s of people 
s taying on a t school and going 
through the higher education sys­
tem in the various Member States 
are important indicators of the in­
vestment being made in the future 
labour force, which will give the 
flexibility to avoid skill shortages 
developing there. 
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143 Share of 18-24 age group in higher education in the 
Member States 1970/71, 1980/81, 1986/87 
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In terms of higher level education, 
the numbers of young people 
being educated to university or 
equ iva len t level in the Com­
munity has increased markedly 
over the past 20 years. With only 
one or two exceptions, the propor­
tion of 18 to 24 year olds in higher 
education at any one time has 
risen continuously since 1970 in 
the Member States . There re­
m a i n , h o w e v e r , s i g n i f i c a n t 
differences between countries. 

Over the 1970s, the proportion of 
the 18­24 age­group in higher edu­
cation rose from 11­13% to 17­18% 
in the more developed countries of 
the Community, with two excep­
tions. In Denmark, the proportion 
increased from 16% to 20%; in the 
UK, it increased from only 8% to 97c 
(Graph 143). In those less developed 
countries for which comparable 
data are available, Greece and Ire­
land, there was also a growth in the 
proportion of young people receiv­
inghigher education, although from 
a lower initial figure (9% in the for­
mer, 17c in the latter) and at a 
slightly lower rate. 

In the 1980s, at least up to 1986/87, 
the increase continued in all coun­
tries, except for Italy where the 
proportion in higher education de­
clined by 1%. The rate of growth, 
however, was significantly less 
than elsewhere in Denmark, the 
Netherlands and the UK, while in 
Ireland and Greece the growth ac­
celerated. Indeed in the latter case, 
the increase between 1980/81 and 
1986/87 was so marked — to a level 
of participation higher than in the 
Netherlands or Italy — that it 
raises doubts about the data sup­
plied to Eurostat, especially since 
the rise occurred almost entirely in 
the two years 1983/84 to 1985/86, 
when the numbers in higher educa­
tion appear to have risen by over 
50%. 
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By 1986/87, therefore, the propor­
tion of 18 to 24 year-olds in higher 
education varied from 22% in Spain 
(again there may be problems of 
data comparability) and only slight­
ly l e s s in F r a n c e , B e l g i u m , 
Germany and Denmark to just over 
10% in Portugal and under 10% in 
the UK. 

Figures from the Labour Force 
Survey also indicate a strong up­
ward trend in the proportion of 14 
to 18 yea r -o lds s t a y i n g on a t 
school in most Member States. Be-
t w e e n 1 9 8 3 a n d 1 9 8 9 , t h i s 
proportion increased by 9 percent­
a g e p o i n t s i n G r e e c e a n d 
Luxembourg and by 7 percentage 
points in Belgium, France and Ire­
land (Graph 144). In Portugal, it 
increased by 9 percentage points 
in jus t three years between 1986 
and 1989. By con t ra s t , in t he 
Netherlands, Denmark, Italy and 
the UK, the proportion rose by 
only 2-3 percentage points. 

There remain significant differen­
ces in the proport ion of young 
people in upper level secondary 
education across the Community, 
the figure varying from over 90% in 
Belgium and the Netherlands to 
only 70% in the UK and 60% in 
Portugal. These percentages do not 
take account, however, of the young 
people receiving training and edu­
cation while working, as under the 
dual system in Germany. 

The figures for both higher and 
s e c o n d a r y e d u c a t i o n sugges t , 
therefore, tha t there is a particu­
lar need in certain Member States 
for a major expansion in the edu­
ca t ion s y s t e m if t h e g r o w i n g 
demand on the par t of business for 
scientists, technicians and other 
people with high basic qualifica­
tions and the capacity to acquire 
the new skills and know-how is to 
be met. 

Adult Labour 
Market Training in 
the Member States 

There is also the question of the lack 
of skills of the existing labour force 
many of whom will have received 
only limited initial education and 
whose training, if any, may be dated 
or outmoded through structural or 
technological change. Here the vo­
c a t i o n a l t r a i n i n g s y s t e m s of 
companies — as much as of public 
agencies — are central elements in 
combating the problem of skill 
shortages and introducing elements 
of continuous training into the sys­
tems of the Member States. 

Training information is difficult to 
collate since it is done by a variety 
of bodies and, even more importan­
tly, there remain major differences 
between Member Sta te systems 

despite progress in terms of mutual 
comparability and recognition of 
qualifications. Nevertheless, useful 
basic information about the extent 
of training among 25-49 year-old 
people in the Community can be 
obtained from the Labour Force 
Survey (LFS) which regularly asks 
respondents whether they have 
been in employment-related train­
ing during the period before the 
interview and the type and the pur-
pose of s u c h t r a i n i n g . No 
information is available, however, 
about the duration or funding of the 
training. 

In Spring 1989, 6% of all 'prime age' 
25-49 year-old adults in the Com­
munity labour force reported that 
they had received employment-re­
lated training during the previous 
four weeks. In other words, about 5 
million persons were trained for 
economic activity during that peri­
od. Training activities varied widely 

145 Share of the labour force in adult labour market 
training in the Member States 1989 
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146 Share of unemployed in adult labour market 

training in the Member States 1989 
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Luxembourg data too small 
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between countries, however. The 

share of adults receiving such la­

bour market training ranged from 

less than 2% in Greece and Portugal 

to more than 15% in Denmark and 

the Netherlands (Graph 145). In 

general, there was more training 

activity in the North of the Com­

munity than in the South, with the 

exceptions of Belgium, which scored 

low, and Spain which was in an 

intermediate position. 

Since the early 1980s, t ra ining ac­

t i v i t i e s h a v e i n c r e a s e d in 

practically all Member States for 

which data are available. In some, 

the increase in t raining activities 

since 1983 has been very large, 

with increases of up to 50% in Ire­

land, the Ne the r l ands and the 

UK. Whether this constitutes a 

long­term t rend which will persist 

throughout the 1990s is not yet 

clear. In the past, labour market 

t r a i n i n g — and , p a r t i c u l a r l y , 

t raining within the enterprise — 

has often fallen with downturns in 

the business cycle. This contrasts 

with the Swedish practice under 

which contr ibut ions are ra ised 

from employers in growth periods 

to finance t ra ining during reces­

sions. 

The t ra ining under taken in the 

Community is provided primarily 

for adults who are in employment 

and who are not likely to lose their 

jobs in the near future. On aver­

age, persons without a job make 

up only 14% of all participants in 

e m p l o y m e n t ­ r e l a t e d t r a i n i n g . 

These proportions vary somewhat 

between countries, however. In 

Spain, France and Italy, the pro­

por t ion of unemployed people 

among t r a in ing par t i c ipan t s is 

well above the Community aver­

a g e . I n B e l g i u m , D e n m a r k , 

Ireland, the UK and Portugal it is 

well below tha t average (Graph 

145). 
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While the unemployed may account 

for only a small share of adult train­

ing par t ic ipants , they are more 

likely to receive labour marke t 

training than adults who are em­

ployed. On average, 10% of all 

unemployed adul ts in the Com­

munity were being trained in the 

Spring of 1989, compared to about 

5% of employed adults. In some 

Member States, a relatively large 

proportion of the unemployed re­

ceive training. This is particularly 

the case in the Netherlands (almost 

30%), Denmark and Germany ( 15 to 

20%). In o t h e r c o u n t r i e s l ike 

Greece, Belgium, Ireland and Por­

tuga l , only a smal l por t ion of 

unemployed adults — less than 5% 

— are trained for re­employment 

(Graph 146). 

nally — for example, in vocational 

training schools and special train­

i n g c e n t r e s , or t h r o u g h 

employment­related correspond­

ence courses with open universities 

and the like. With respect to the 

location of the adult training, Ire­

land, the UK, Belgium, Greece and 

Denmark report the highest shares 

of internal training, with Spain and 

P o r t u g a l r eco rd ing the lowest 

(Graph 148). 

Since comparative statistics about 

the funding of labour market train­

ing are not available (with the 

exception of public spending, see 

below), little can be said about the 

distribution of training costs be­

tween firms, individuals and public 

au thor i t ies . F inancing pa t t e rn s 

cannot easily be deduced since it is 

not always the firms who pay for 

internal training — Governments 

may fund or subsidise such train­

ing, for example. Equally, firms 

may decide to 'buy' training for their 

employees from other private or 

public institutions. 

In most Member States, the degree 

to which people with labour market 

problems (the disadvantaged group 

in Graph 147, which comprises hol­

ders of temporary or insecure jobs, 

part­time jobs of less than 15 hours 

a week, long­term unemployed and 

non­EC foreigners) participate in 

training is roughly equal to their 

representation in the labour force. 

In practically all Member States, 

the majority of adult training (rang­

ing from 50 to 85%) is provided for 

people who had previously under­

gone some i n i t i a l v o c a t i o n a l 

training and who are now improv­

ing or extending the skills and 

qualifications already acquired. 

This is particularly the case in Den­

mark and Ireland. 

A smaller part of training in the 

Community (up to 25%) goes to 

adults who had some previous voca­

tional training but who now receive 

training in an area different from 

their original job or qualifications, 

with a view to changing their occu­

pation or career. Only in Spain, 

France, Greece and Italy is a consid­

erable part of training (15 to 40%) 

received by adults without previous 

training or work experience. 

As regards the places where train­

ing takes place, about 20% of adult 

training occurs within the enter­

prise where the participants are 

employed. This includes on­the­job 

as well as other forms of in­house 

training. The rest is provided exter­

148 Part ic ipants in adult labour market training by 

type of training in the Member States 1989 
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The same is true for women as com­
pared with men. Workers over 40 
years are, however, under-repre­
sented among training participants 
in all Member States (Graph 147). 

The training of employed adults is 
much more common in the service 
sector than in manufacturing, and 
particularly extensive in business 
and public services (Graph 149). 
Training in the business services is 
especial ly common in Member 
States where employment in these 
services is less developed. Training 
thus seems to be seen as a first step 
toward the further expansion of em­
ployment and act ivi ty in such 
sectors. 

Other Actions 

Training by enterprises may be 
under taken on an individual basis 

or in par tnership with other firms 
or with t raining providers. 

Firms may undertake to link their 
business , human resources and 
training plans into an integrated 
strategy. This is essentially a short-
term solution and would involve 
such elements as: on the job train­
ing, changing recruitment practices 
and areas, flexible working prac­
tices, pay relativities, and short 
training courses. 

On longer-term basis, firms may 
enter into partnerships with train­
ing providers in order to improve 
the relevance of the training pro­
vided. An example of this is the 
" C o o p e r a t i v e E d u c a t i o n Pro­
gramme" in Ireland which involves 
cooperation between the univer­
sities and students to build a bridge 
between higher education and the 
labour market. 

Training providers need to contrib­
u t e t e c h n i c a l e x p e r t i s e , in 
particular through the design of 
training programmes to ensure an 
emphasis on modern technologies 
and on integrated studies. In addi­
tion, they will need to provide the 
impetus behind the development of 
strategic links with employers at 
individual and regional level. 

The public authorities will never­
theless have an indirect role. As 
well as financial support for train­
ing of employed and unemployed 
people, they can provide financial, 
administrative and legal support 
for training development and train­
ing standards. They also have the 
means for making available infor­
mation on skill requirements and 
training provision. 

Training Roles 
and Policies 

149 Representat ion of workers in industry and services in 
adult training compared to share of total employment 
in the Member States 1989 
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A variety of factors can be used to 
explain the general pat tern and 
t r e n d s r e g a r d i n g adu l t labour 
market training. However, other 
factors are needed to explain dif­
ferences between Member States 
such as the meaning of t raining in 
different nat ional contexts, the 
stage of economic development, 
the vocational t raining system for 
young people, the regulatory or 
s u b s i d y s y s t e m s , a n d po l icy 
strategies. 

For example, since individual re­
spondents in the Labour Force 
Survey define their own training 
s tatus , they are likely to be in­
fluenced by their own definition of 
training — which may tend to differ 
from one country to another. For 
example, while basic instruction in 
handling new equipment may be re­
garded as 'in company' training in 
one context, only formal training 
courses may be counted in another. 
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Recent studies have indicated that 
such differences may have resulted 
in an overestimate of the scale of 
training activities in countries with 
less formalised training standards, 
such as the UK, and an underesti­
m a t e for c o u n t r i e s wi th more 
formalised standards and reporting 
systems, such as France. The magni­
tude of such distortions is difficult to 
judge, however. 

In general, the level of adult labour 
market training activities tends to 
be higher in Member States where 
economic productivity is above the 
Community average, and lower in 
countries with lower economic pro­
ductivity. This seems to correspond 
with ideas of virtuous and vicious 
circles of economic development. In 
a vir tuous circle, extensive and 
high-quality training bring about 
process and product innovation and 
higher profitability of production. 
Profitability funds additional train­
ing and o the r i nves tmen t into 
'human resources' which, in turn, 
improve economic performance. 

In a vicious circle, on the other hand, 
firms with low skill and training le­
vels neglect innovation and product 
development and compete on low 
quality and low value-added pro­
ducts. They suffer low profitability 
and hence a lack of resources for 
training and human investment. 

In both circles, it is difficult to dif­
ferentiate causes and effects and to 
determine whether high or low 
economic performance have in­
itially determined the level of skills 
and training, or vice-versa. In any 
case, the strong relationship be­
tween t r a i n i n g ac t i v i t i e s and 
economic performance in the Com­
munity Member States suggests 
that such circles do not only affect 
individual firms, but also economies 
as a whole. If this is true, it is im­
portant to know how to break the 

Data on Adult Training in the Community 

In Spring each year, the Statistical Office of the European 
Communities (EUROSTAT), in collaboration with the stat­
istical services of the Member States, conducts a Labour 
Force Survey in a sample of approximately 600,000 house­
holds throughout the Community. This inquiry is based on 
a common set of definitions and coding schemes for all 
Member States and is designed to provide comparable data 
on the labour market for the Community as a whole. 

In the Labour Force Survey, all respondents between 14 and 
49 years of age are regularly asked whether they have been 
in employment-related training during the four weeks before 
the interview. People who have been receiving training are 
asked to report on the type and purpose of such training (but 
not on its duration or funding). The survey thus provides 
some information for the comparison of labour market train­
ing in the Community Member States. 

Participants in adult labour market training are placed in 
two groups: 

1. people aged between 25 and 49 years who are members 
of the labour force (employed or unemployed) and who 
have been receiving any kind of employment-related 
training (i.e., training which is relevant for the actual or 
possible future job of the respondent) during the last four 
weeks before the interview; 

2. people of the same age group who do not belong to the 
labour force (neither employed nor unemployed) but who 
have been participating in some kind of 
employment-related training outside a school or 
university during the last four weeks before the 
interview. 

The second group accounts for around 7% of all participants 
in adult training. It has been included in the calculations in 
this chapter in order not to neglect participants in public 
labour market training schemes who, while they are out of 
work, are often not counted as employed or unemployed (for 
example, in Germany). Apprentices participating in a dual 
system of basic vocational training, and persons in general 
education or merely recreational courses, are excluded from 
both groups. 

Where a distinction is made between training participants 
who are in and out of work, the second group is included 
among the unemployed participants in the calculations used. 
In some countries (for example, the UK), participants in 
Government training programmes who do not have regular 
employment may still be counted among the employed by the 
Labour Force Survey. Thus, distinctions between training 
participants according to their employment status may not 
be totally comparable across all Member States. 
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causal chain of the vicious circle in 
order to promote better economic 
performance in the weaker econ­
omies. 

Although adult t ra ining partici­
pation in the Federal Republic of 
Germany is recorded as one of the 
highest in the Community, it is, 
n e v e r t h e l e s s , s o m e w h a t lower 
than popularly believed. This re­
flects t he impor t ance of bas ic 
vocational t ra in ing systems for 
young people re la t ive to adu l t 
t raining activities. In Germany, 
the so called 'dual system' of in­
itial vocational t ra ining — which 
combines p rac t i ca l exper ience 
with theore t ica l ins t ruc t ion — 
provides a broad range of skills for 
most school leavers and ensures 
their early integration into the la­
bour market . 

In effect this reduces the need for 
much training later in working life 

compared with countries like the 
UK where many young people have, 
in the past, entered the labour mar­
ket without such broadly based 
vocational training. 

National differences in adult train­
ing activity also reflect differences 
in regulatory and subsidy systems 
between countries. In most Member 
States, there is little government 
regulation of training for employed 
adults. Collective bargaining has 
filled some of the gap left by public 
authorities in some countries, and 
is the vehicle for administering 
training in a number of other cases, 
but it has left a great deal of scope 
for action by individual employers 
and employees. Among Community 
Member S t a t e s , F r a n c e is the 
country where Government regula­
tions for the training of employed 
adults are long established and 
widely developed. Under a 1971 
law, all French firms with more 

150 Public expenditure on labour market training in 
relat ion to GDP in the Member States 1988/89 
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than ten employees are required to 
commit a part of their wage bill 
(currently 1.2%) to further training, 
either by spending it directly for 
their own employees or through 
mutual training funds established 
on a sectoral or regional basis. 
Where firms fall short of the re­
quired training expenditure, the 
deficit is collected by the State in 
the form of a training tax. 

Ireland has a similar compulsory 
levy/grant scheme covering certain 
industries, including most of manu­
facturing. It requires enterprises to 
spend between 1% and 1.25% of 
their payroll either for training or 
for paying levies, which are col­
l e c t e d by t h e l a b o u r m a r k e t 
authority and spent on the promo­
tion of enterprise training. The UK 
also had such a scheme to promote 
basic vocational t ra ining in the 
early 1970s, but it was later abol­
ished. 

Evaluations of the French system 
show that the average training ex­
penditure of firms is considerably 
larger than the legal minimum. 
However, there are exceptions — 
small and medium-sized enter­
prises in general, as well as firms in 
sectors with high labour mobility 
(consumer-goods industries, con­
s t ruct ion, wholesale and reta i l 
t r ades , hotels and res tau ran t s ) 
spend hardly any more than the 
minimum requirement. In these 
cases, it is considered that the legal 
obligation minimum has raised the 
level of training activities beyond 
what firms would have done any­
w a y . H o w e v e r , t h e l ega l 
requirements have not apparently 
been able to bring about a basic 
change of management style in 
those firms and sectors which have 
traditionally neglected training and 
relied on the external labour mar­
ket, high mobility, and a young, 
little-trained workforce. 
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Adult training is regulated through 
collective bargaining in a number of 
c o u n t r i e s , p a r t i c u l a r l y in t h e 
Netherlands, Germany and France. 
In the Netherlands and France, a 
wide variety of sectoral training 
funds have been set up by collective 
agreement, administered jointly by 
trade unions and employers associ­
ations. These funds are usually 
provided from levies on enterprises. 
They are particularly designed to 
provide training for small and me­
dium-sized firms on a larger scale 
than the individual firms would be 
able to provide. The high participa­
tion of Dutch employees in labour 
market t raining can, at least to 
some extent, be attributed to this 
system. 

Targeting of public funds 
In most Member States, public ex­
pendi ture is used very li t t le to 
promote labour market training for 
adults already in employment, with 
most of the funding being provided 
privately. Public funds for adult 
training are primarily directed at the 
unemployed or at people with a high 
risk of losing their job (Graph 150). 

By the end of the 1980s, public ex­
penditure on adult training in the 
Community had risen to around 
0.2% of GDP, with more than four-
fifths allotted to the t raining of 
unemployed adults. 

The level of expenditure varies wide­
ly, however , be tween Member 
States, ranging from less than 0.1% 
of GDP in Italy and Luxembourg to 
about 0.3% of GDP in France and 
Germany and more than 0.5% of 
GDP in Ireland and Denmark (al­
though in Ireland the high level of 
expenditure reflects the large num­
bers unemployed rather than high 
spending per unemployed person as 
in Denmark). The preference for 
using public spending for training 

the unemployed is not uniform 
across the Member States. Den­
mark, Greece and Portugal spend 
most of their adult training budgets 
on employed adults, and Ireland is 
not far behind. 

Denmark stands out as having a 
long tradition of promoting and sub­
sidising the further t ra in ing of 
employed adults, in particular un­
skilled and semi-skilled workers. 
Each year, Danish employers re­
lease a considerable proportion of 
their least-skilled employees for 
such training, which usually takes 
place in schools managed by trade 
unions and employers' associations. 
Most funds for subsidising this type 
of training are provided by special 
levies from employers and em­
ployees a n d not from gene ra l 
government revenue. The Danish 
system of promoting adult training 
is thus similar to other countries 

where subsidies are provided from 
specific funds governed by collective 
agreements. 

The fact that Denmark and Ireland 
spend a large proportion of public 
funds on training employed adults, 
and that both countries have high 
training participation rates, sug­
gests that public incentives have 
encouraged training of employed 
adults. Other countries — in par­
t i cu la r those wi th r e g u l a t i o n s 
governed by collective bargaining 
like the Netherlands, Germany and 
France — have, however, reached 
similar levels of training activity 
among the employed. 

In comparison, public funds for 
t ra ining the unemployed (which 
tend to cover most of the overall 
training costs for this group of per-
s o n s ) h a v e a m u c h c l e a r e r 
stimulating effect. In those Member 

151 Representat ion of workers in public services in 
adult training compared to share of total employment 
in the Member States 1989 
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States that spend a relatively large 
proportion of public funds on train­
ing unemployed adults (like France, 
Denmark, Germany, the Nether­
lands) unemployed adults are much 
more likely to receive training or 
retraining than in other countries. 

In effect, there are two approaches 
to adult labour market training. 
The first is a compensatory and 
remedial one — training the unem­
ployed and other disadvantaged 
groups on the labour market. The 
second is more preventive — aimed 
at upgrading skill levels in the 
workforce as a whole. 

In practice training policies in the 
individual Member States tend to 
focus on one or other of the two 
approaches. On the one hand, there 
are countries like Spain, Greece 
and, to a lesser degree, Germany, 
which follow a more compensatory 
approach by focusing on the train­
ing of unemployed adu l t s and 
disadvantaged groups and by mak­
ing extensive use of training in the 
public sector (Graph 151). 

On the other hand, countries like 
Denmark and, partly, the Nether­
l a n d s , B e l g i u m a n d I r e l a n d , 
follow a m o r e p r e v e n t i v e ap­
proach to the problem of skill 
shortages, showing a preference 
for t ra ining employed adults, non-
disadvantaged groups, older or 
m i d d l e - a g e d w o r k e r s (whose 
skil ls become increas ingly im­
portant in an ageing workforce) 
and training in the private sector. 

So far, hardly any Member State 
has succeeded in combining the 
two perspec t ives — promot ing 
both the general improvement of 
skill levels in the workforce and 
the integration of the unemployed 
through training and retraining. 
Denmark and the Nether lands , 
which t ra in a large proportion of 

the unemployed in spite of their 
genera l ly more p reven t ive ap­
proach, come closest. 

Difficulties in 
Responding to 
Skill Shortages 

While there is widespread recogni­
tion that the Community suffers 
from inadequate labour force skills, 
and that these are related to weak­
nesses in its training and education 
systems, it is much less clear what 
should be done, how change should 
be achieved and organised, and who 
should pay for any new or addi­
tional efforts. 

Moreover, it must be recognised 
that the apparent market failures of 
education and t ra in ing systems 
have several explanations. Unless 

these are understood and where 
possible corrected, there is a danger 
of seeking to reorientate education 
and training on the basis of inaccur­
ate or ill-conceived deductions from 
the evidence of labour shortages. 

Market signals are not at all clear. 
Changes in skill requirement show 
up as shortages, or surpluses, of 
people of different kinds ra ther 
than shifts in the level of wages or 
incomes. In the long-run there may 
well be some effect on relative in­
comes of different professional or 
occupational groups, but in the 
short-run there are few indications 
to potential new entrants to a skill 
area or profession concerning the 
long-term prospects. 

Changes in the qualifications of the 
people coming out of the educa­
tional system are likely to be slow 
for a number of reasons. Education 

152 Representat ion of workers in bus iness services in 
adult training compared to share of total employment 
in the Member States 1989 
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involves political, social and cultu­
ral considerations not just economic 
ones. Educational systems are also 
inflexible since the capacity to edu­
cate in ce r t a in subjects today 
depends on having made the invest­
ment in the training and education 
of teachers in the past. Moreover, 
reforming the education process is 
long and costly, and educators are 
g e n e r a l l y r e l u c t a n t to m a k e 
changes without clear and convinc­
ing evidence of need. 

Even if there were perfect knowl­
edge of the needs of employers, and 
even with an education/training 
system willing and able to adapt the 
supply of training or educational 
provision to meet such demands, 
there is no guarantee that people 
entering education or training will 
behave in the way that employers or 
educationalists desire. 

More and better information about 
past trends, current market situ­
a t i o n , a n d p o s s i b l e f u t u r e 
developments in relation to differ­
e n t c a t e g o r i e s of job wou ld 

undoubtedly be useful and wel­
comed by job seekers. However, 
individuals may still wish to be edu­
cated or trained for jobs which are 
in short supply in the belief that 
they will get one of the scarce jobs 
against the competition — there is 
rarely a shortage of supply of aspir­
ing actors and actresses despite the 
well-publicised statistics about the 
limited work opportunities. 

Despite these difficulties, there is 
clear evidence of a growing determi­
nation on the part of firms to face up 
to the immediate skill problems 
and, in many cases, to get more 
closely involved with governments 
in regard to both education and 
training systems. Such moves are 
not l imited to the Community. 
Similar initiatives are being taken 
in the United States on a partner­
ship basis. All this reflects, perhaps, 
the way in which skill shortages are 
becoming a global phenomenon as 
the rate of technological advance­
ment outstrips the rate at which 
labour force skills and educational 
provisions can be updated. 
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Action To Promote The Employment Of Women 

Women's employment opportunities are affected by attitudes 
as well as demographic and economic factors. The Third 
Action Programme on Equal Opportunities for Women and 
Men emphasises the need to achieve full participation of 
women in the labour market. 

Introduction 

Action in support of Equal Opportunities for Women is 
long-established in the European Community. The 
principle of Equal Opportunity is enshrined in the 
Treaty of Rome — Article 119— and its implementation 
has been an area in which the Community has played 
a dynamic and innovative role. Equal Opportunities 
policy has been implemented by the development of an 
important body of legislation on equality supported 
through a series of action programmes and other acti­
vities over the past three decades. In October 1990, the 
pursuit of Equal Opportunities received a fresh impulse 
from the Community level when the European Com­
mission adopted its Third Action Programme which 
puts particular emphasis on achieving the full partici­
pation of women in the labour market. 

The content of this new programme reflects new preoc­
cupations, and new challenges as the Community 
enters a further period of change. Attitudes of women 
towards employment are evolving at the same time as 
extensive demographic and economic changes are tak­
ing place which affect their employment possibilities. 

The new programme seeks to build on the achievements 
so far, but to strengthen them through a more rigorous 
application of existing legislation, through the promo­
tion of occupational integration and by improving the 
status of women in society. 

Women in the Labour Market 

Throughout the 1980s, women played an increasingly 
important role in the labour market of the Community. 

During the period 1985-89, employment of women grew 
by 9% compared to 4% for men. Of the 10 million new 
jobs created in that period, nearly 6 million were taken 
by women (See Chapter 1). 

Overall, women make up 51% of the Community's 
population and 40% of its labour force. The employ­
ment ra te of women, however, t ha t is to say, the 
share of the female working-age population which is 
employed, is only 47%. This contrasts sharply with 
t ha t of men which is 75%. Pa r t of this difference can 
be at t r ibuted to the discouragement of women from 
looking for work, either because they cannot find an 
appropriate and acceptable job or because of ob­
stacles to access to the labour market . 

153 Activity rates of w o m e n 1989 

Aclivily rale (%) 
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Existing Community Directives 

1. Council Directive of 10 February 1975 on 
the approximation of the laws of the Mem­
ber States relating to the application of the 
principle of equal pay for work of equal 
value for women and men. 

2. Council Directive of 9 February 1976 on 
the implementation of the principle of 
equal treatment for men and women as 
regards access to employment, vocational 
training and promotion, and working con­
ditions. 

3. Council Directive of 19 December 1978 on 
the progressive implementation of the 
principle of equal treatment for men and 
women in matters of social security. 

4. Council Directive of 24 July 1986 on the 
implementation of the principle of equal 
treatment for men and women in occupa­
tional social security schemes. 

5. Council Directive of 11 December 1986 on 
the application of the principle of equal 
treatment between men and women en­
gaged in an activity, including agriculture, 
in a self- employed capacity, and on the 
protection of self-employed women during 
pregnancy and motherhood. 

Proposals for Directives 

Amended proposal for a Council Directive sub­
mitted on 15 November 1984 on parental leave 
and leave for family reasons. 

Amended proposal for a Council Directive sub­
mitted on 5 January 1983 on voluntary part-time 
work. 

Proposal for a Council Directive submitted on 27 
October 1987 completing the implementation of 
the principle of equal treatment for men and 
women in statutory and occupational social se­
curity schemes. 

Proposal for a Council Directive submitted on 27 
May 1988 on the burden of proof in the area of 
equal pay and equal treatment for women and 

Proposal for a Council Directive submitted in 
1990 on the protection at work of pregnant 
women and women who have recently given 
birth. 

The participation rate of women in the Community, 
i.e. the share of the female working-age population 
in the labour force is just over 50%. This includes 
those who are unemployed and actively searching for 
work as well as those who are employed, but not 
those who are counted as inactive but could be con­
sidered as part of the potential labour supply since 
they would like to work if jobs were available and 
access to them easier. 

This participation is, however, very uneven across the 
Community. In many parts of the UK, in Denmark as 
a whole, the Paris region of France, and in parts of 
Germany it is well over 50%, reaching equivalent levels 
to that of men. Across much of the Community, how­
ever, it lies in the 30-40% range, and in some Southern 
areas, it is well below 30% (Map 153). This is much 
lower than in most other OECD countries. 

While the employment of women grew faster than that 
of men in the period 1985-90, unemployment among 
women fell much less. In this period, male unemploy­
m e n t fell by a l m o s t 3 m i l l i o n , b u t w o m e n ' s 
unemployment fell by only 600,000 (see Chapter 3). In 
1990, women's unemployment rates were still over 12% 
in most of Spain, Southern Italy, Ireland, and large 
parts of France, Belgium and Greece (Map 154). 

Since then, unemployment among women, as among 
men, has been rising again. By June 1991, the ra te 
of women's unemployment in the Community was 
over 11%, rising to over 23% in Spain, 18% in Ireland, 
13% in Belgium and 12% in France. By contrast, it 
had fallen slightly to 6% in Germany and 9% in 
Portugal. The low rate of women's unemployment 
relative to men in the United Kingdom, where it was 
still only 7%, is influenced by the system of register­
i n g for u n e m p l o y m e n t ( s e e C h a p t e r 3 a n d 
Employment in Europe 1990, Chap te r 6). Much 
therefore remains to be done. 

The rate of participation of women in the labour market 
is determined by a large number of social as well as 
economic factors, but seems to be particularly affected 
by the number and type of jobs which are available to 
them, and the obstacles they face in taking up those 
jobs. Policies to promote the employment of women in 
the Community has been directed particularly at reme­
dying the problems faced by women in finding jobs 
appropriate to their needs and capabilities, and at re­
ducing the barriers which prevent women from working 
and which undermine their entitlement to equal treat­
ment. 
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The analysis of the issues relating to the type of jobs 
for women were presented in Employment in Europe 
1989, Chapter 7 "Women's Employment" and those 
relating to access in Employment in Europe 1990, 
Chapter 6 "Employment for Women — Is Access to 
Jobs Easier or Not?". 

Thus, despite this growth in the employment of women, 
in most Member States, many women fail to get into the 
labour market and there are many more who constitute, 
in effect, an unutilised potential supply of labour. More­
over, numerous barr iers remain to women having 
access to employment on equal terms with men. Women 
occupy a large proportion of low-skilled and insecure 
jobs; most part-time jobs are filled by women rather 
than men; and unemployment — particularly long-term 
unemployment — is disproportionately higher among 
women than among men (see Chapter 3). 

Earlier Community Action 

Community action on Equal Opportunities dates back 
to the early 1960s, building on Article 119 of the Treaty. 
Further action got under way in 1974 with the Council 
Resolution on a Social Action Programme. The Resolu­
t ion e x p r e s s e d a will to move fo rward in t h e 
achievement of equality in access to employment for 
women, in training and conditions of employment. 

The implementation of this Council Resolution gener­
ated a Memorandum in 1975 which was, in effect, a 
programme to improve the situation of women. It in­
cluded three Directives concerning equal pay for work 
of equal value, access to employment, training, equal 
working conditions and social security (see Box on Com­
munity Directives). 

Following a Council Decision in 1977, the European 
Social Fund joined the action, and began funding train­
ing measures to desegregate women's employment, and 
to provide training for women in jobs where they were 
traditionally under-represented. This developed pro­
gressively such that , by 1988, women accounted for 
nearly 40% of all beneficiaries of European Social Fund 
grants in the Community as a whole, with similar 
shares across most Member States (Graph 156). 

The Directives focused attention in the Member States 
on the relationship between legislation — with enforce­
ment procedures and sanctions on the one hand — and 
the economic and social position of women on the other. 
Legal interpretation was, indeed, already an issue 

since, four years earlier, in 1971, the European Court 
of Justice had ruled in a case brought by an employee 
of Sabena that the concept of equal pay as defined in 
Article 119 of the Treaty, did not include social security 
schemes. 

Debate over the implementation of the Directives took 
place throughout the Community institutions. In 1979, 
an ad hoc committee to examine the question of 
women's rights was set up by the European Parliament, 
leading to the establishment in July 1984 of a Standing 
Committee on Women's Rights with a mandate both to 
monitor the implementation of the Directives already 
in force in the field of equal opportunities and to analyse 
and investigate other areas of relevance to women: 
education, employment, vocational training, the new 
technologies and women migrants. 

In the late 1970s and early 1980s, there was increasing 
activity and cooperation between the various groups 
concerned with equality issues. For example, the Euro­
p e a n T r a d e U n i o n C o n f e d e r a t i o n p r o d u c e d a 
Programme for the Attainment of Equal Rights and 
Opportunities for Women in 1979. 

In 1981 the European Commission formed an Advisory 
Committee on Equal Opportunities between Women 
and Men. This Committee includes representatives of 
the Member States and its task is to facilitate cooper­
ation between the Commission and the Member States. 

Equality in Law 

Community law is the basis and starting point of Com­
munity action in the field of equal opportunities as an 
autonomous legal system with its own institutions. 
Developments in European Community law have pro­
vided the impetus and the legal foundation for extensive 
changes in attitude, in labour market practices and in 
the development of individual women's rights in areas 
such as social security. Tens of thousands of women in 
Europe have benefitted financially, and socially, from 
the vigorous application and interpretation of Com­
munity Directives in their own countries. 

Community law takes precedence over national law. 
The European Community could not function if Member 
States could disregard it and call the Treaties into 
question. 

The monitoring of laws and regulations and rules by the 
Commission is part of the process of protecting or 
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Action to combat Unemployment 
among Women 

In the course of the first Action Programme, a 
Council Resolution on action to combat unem­
ployment amongst women was passed in 1984. 
The resolution contained seventeen different 
types of measures which could act as guidelines 
to improve employment for women. These in­
cluded the development of infrastructures for 
women; the training of employment agency staff 
in equality issues; the promotion of business 
creation for women; stimulating the promotion 
of women in the public sector; and more accurate 
identification of unemployment trends amongst 
women. 

The Unemployment Resolution and the Positive 
Action Recommendation reinforced the import­
ance of employment in the Commission's 
approach to Equal Opportunities policies. In the 
Recommendation, Member States are requested 
to adopt a positive action policy which aims to 
eliminate existing inequalities affecting the 
working life of women and to promote a better 
balance between the sexes in employment and to 
provide a whole range of actions for the introduc­
tion and extension of appropriate measures. 

guarding the Treaties. Individuals and agencies con­
tribute to the monitoring process via the Commission's 
networks of national experts, who monitor the applica­
tion of laws in their own Member States and, in so doing, 
contribute to protecting Community law. 

Only one article of the Treaty, Article 119, refers to 
women specifically, and in their capacity as workers. 
However, it follows from Article 5 of the Treaty that 
Member States must make it possible for individuals to 
enforce rights conferred on them by Community law. 
This procedure is crucial to the enforcement of Com­
munity law. 

Directives are a source of Community law (see Box) and 
are one of the means by which equal rights for women 
and men are achieved. The examination of the applica­
tion of Directives, the procedures and sanctions to 
enforce the application of Directives and the consult­
ation process to prepare new Directives are an integral 
and on-going part of equality policy in the Community 
and its institutions with direct and indirect impacts on 
employment and the labour market. 

The Court of Justice of the European Communities in 
Luxembourg has the task of interpreting Community 
law to ensure that it is applied in a uniform way, and 
that no national court has contravened its interpreta­
tion. The Court therefore defines Community law, and 
its rulings are binding on national courts. The Euro­
pean Court of Justice has given some 50 judgements on 
equality issues, dealing with the subjects of pay, em­
ployment and social security. This const i tutes a 
substantial body of case law. 

154 Unemployment rates of women 1990 The First and Second 
Action Programmes 
The Commission's first Equal Opportunities action 
plan was launched in 1982. It covered the period 
1982-1986 and it formed the basis of a Council Res­
olution which provided the guidelines for Member 
State action. The Action Programme was put into 
operation in a newly formed Service for Questions 
Concerning Women's Employment and Equal Oppor­
tunit ies Policy. 

The first Action Programme aimed to consolidate the 
new Directives and improve the rights of individual 
women workers, through the preparation of additional 
provisions in the fields of social security, family leave, 
protective legislation and by the application of the prin-
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ciple of equal treatment to women in self-employment 
and agriculture. 

Networks were established on the application of 
equality directives, on employment questions and 
the promotion of women. The working groups or 
networks were composed of independent experts ad­
v i s i n g t h e C o m m i s s i o n . L i k e t h e A d v i s o r y 
Committee on Equal Opportunities, formed in 1981, 
they provided a link between the Commission and 
equal opportunities policies on the ground. 

To promote the creation of enterprises and job-creation 
by women, a European community Support Programme 
for Women's Local Employment Initiatives (LEI) was 
set up in 1984 (see Box). 

The Second Action Programme on Equal Opportunities 
for 1986-1990, covered seven fields of action: the law, 
education and training, employment, new technologies, 
social protection and social security, sharing of family and 
occupational responsibilities and increasing awareness. 

During the Second Action Programme, two Directives 
were adopted by the Council on Equal Treatment in 
occupational social security schemes and in self-em­
ployment. Three other Directives on pregnant women, 
social security and the reversal of the burden of proof 
were proposed by the Commission but are still pending 
in the Council. 

Positive Action 

working parties on the promotion of women in the 
higher public service; the monitoring of experiments in 
positive action in branches of industry such as banking; 
the convening of networks of experts on specific sub-
j e c t s . The Commiss ion h a s a lso favoured t h e 
development of separate training and employment pro­
grammes for women to reduce the gap between the 
position of women and men on the labour market. 

While positive action is sometimes interpreted to mean 
action by a single employer to stimulate women to avail 
themselves of promotion opportunities in a workplace, its 
application has taken on a wider interpretation over the 
1980s. Actions which discriminate positively in favour of 
women in a workplace or sector of employment are being 
formulated in the shape of'equality plans' with their own 
objectives, time-scales and evaluation systems. This ap­
proach is reflected in the Community guide to positive 
action entitled Equal Opportunities for Women in Em­
ployment, published in 1988. 

In 1988, the Commission also published a report on the 
implementation of the Council Recommendation on the 
promotion of positive action for women. It concluded 
tha t the implementation, and therefore the frame­
works, for positive action had differed widely between 
Member States. Some countries had concentrated on 
vocational t ra in ing and/or employment measures , 
while others have provided financial resources for the 
promotion of positive action in public and private enter­
prises. Some had introduced legislation, others had 
more explicit policies or measures in favour of women 

In 1984 a Council Recommendation was adopted on the 
promotion of positive action for women. Positive action 
or, as it is called in the US, affirmative action, is a 
simple concept which has proved difficult to implement 
in practice. 

Positive action in employment policy involves regarding 
women as a distinct category of worker and affording 
them preferential or additional resources over men. 
Preferential treatment can take many forms: training 
programmes, advisory services to find jobs, studies to 
monitor promotion and grading systems in the work­
place, more favourable treatment in recruitment and 
women-friendly job advertising. Adjusting collective 
bargaining to speed up the narrowing of the pay gap 
between women and men is another possible aspect. 

The Commission has promoted positive action in a 
number of ways; research studies; the establishment of 

155 Change in activity rates of women 
1985-89 
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NOW - New Opportunit ies for Women 

The development of human resources and 
the promotion of employment to meet the 
challenges of a single market, forms the 
background to three Community initiatives 
announced by the Commission in August 
1990. The New Opportunities for Women 
initiative or NOW, the EUROFORM initia­
tive in new skills and qualifications and the 
HORIZON initiative for the handicapped 
and disadvantaged are a three-pronged 
complement to the Community Support 
Frameworks which are being supported 
through the Structural Funds. The Euro­
pean Social Fund, with the participation of 
the European Regional Fund, in partner­
ship with the Member States, will provide 
a concentration of resources directed to vul­
nerable groups on the labour markets in 
less developed regions. The budget of the 
NOW initiative is 120 million ECU. 

The measures which are eligible for aid 
under the NOW initiative, and which came 
into operation in July 1991, are threefold. 
The first group of measures concern the 
promotion of small businesses, self-employ­
ment and cooperatives by women. NOW 
will support vocational training for women 
to start their own business or cooperative 
especially those which contribute to the 
local economy, promote social infrastruc­
tures and are in less developed regions. 
Support for women seeking to become self-
employed are included in NOW as well as 
support for women to use existing struc­
tures, such as advice centres and 
associations for small enterprises. 

A second group of measures to be financed 
under NOW are actions in the field of la­
bour market advisory and counselling 
services for women. Women intended to 
benefit from these actions are long-term 
unemployed, women re-entering the labour 
market who may be treated as long-term 
unemployed. These measures are designed 
to facilitate access by women to the national 
labour markets. A second part of this group 
of measures will be vocational training pro­
grammes. Preference is being given to those 
agreed by employers and training organisa­
tions for all the above categories of women 
as well as additional categories of women 
in Objective 1, 2 and 5b areas — those 

women who are unemployed or in insecure 
employment. 

A third set of measures for women are what 
are called complementary measures which 
support the above actions, primarily in Ob­
jective 1 regions. The principal complemen­
tary measure is support for child care 
facilities near companies or training cen­
tres, covering the operating costs of child 
care in vocational training centres and the 
vocational training of child care workers to 
improve their qualifications and working 
conditions. Technical assistance is also 
being given to implement the NOW initia­
tive as well as to develop evaluation and 
networks. 

Women have been identified in the NOW 
initiative as a social category whose posi­
tion on the European labour market is 
particularly sensitive to the changes and 
restructuring occurring in the transition 
period to the completion of the Internal 
Market. The problem of long-term unem­
ployment for women, the presence of so 
many women at the edges of the labour 
market outside of regular employment 
status, and the difficulties facing women 
seeking paid employment in the less de­
veloped regions, are just some of the specific 
themes being addressed by the NOW initia­
tive. 

NOW like HORIZON and EUROFORM 
takes the form of operational programmes 
and global grants which are identifiable 
within Objectives 1, 2, 3, 4 and 5b of the 
Structural Funds. The proposals of the 
Member States are being presented to the 
Commission in June 1991. 

NOW, like the other two Community initia­
tives, is a transnational operation. While 
the initiatives will function as national 
operating programmes submitted by Mem­
ber States, the components of each 
programme are intended to be based on 
transnational partnerships. This feature 
distinguishes NOW from other training 
and employment measures for women 
which are supported by the European So­
cial Fund and the Member States. 
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as part of an overall equal opportunities, or labour 
market, policy. 

The Third Action Programme 
1990-1995 

The Third Medium-Term Community Action Pro­
gramme on Equal Opportunities for Women and Men 
got under way in J anua ry 1991 and will run until the 
end of 1994. A fundamental principle of this Pro­
gramme is the need to continue and s t rengthen 
par tnership and complementarity between all the 
'equality partners ' , t ha t is, between the Commission, 
the Member States , employers' and employees' rep­
r e s e n t a t i v e s b o d i e s , a n d loca l a n d r e g i o n a l 
authorit ies. 

In addition to strengthening partnership, there are two 
other basic aims of the programme. These aims are, 
firstly, to consolidate Community achievements in the 
field of equality, to build on and profit from the experience 
achieved to date and, secondly, to develop new schemes 
to assist women in the field of vocational training and 
employment as an integral part of Community policies 
and programmes. 

Clearly much progress has been made during the lifetime 
of the two previous equality action programmes. Equally 
clearly, much remains to be done. It is essential not only 
to capitalise on past achievements, but to develop new 
initiatives both to accelerate the rate of progress towards 
equality and to face up to the economic and social chal­
lenges of the present decade. 

The Commission intends tha t the third programme 
will mark a new and dynamic stage in equal oppor­
tunit ies policy, by establishing a more integrated and 
a more comprehensive strategy of action. Improving 
the integration of women on the labour marke t is not 
only a quanti tat ive objective, it is also a quali tative 
one, which should be seen as an essential par t of 
Europe's strategy for economic and social cohesion. 
Equal opportunities policy can no longer be regarded 
as a specific, limited policy, but should form an inte­
gral par t of the Community's economic, social and 
s t ructural policies. 

Three priority courses of action have been selected in 
the Third Action Programme: 

• the application and development of the legal 
framework; 

Community Level Views on 
Equal Opportunit ies 

"Despite major efforts to change laws and 
attitudes concerning equality between the 
sexes, there is still a great deal of progress 
to be made where it is most needed, the 
labour market. 
Most women are still isolated in tradition­
ally female sectors, occupying poorly 
qualified and lower paid jobs." 

European Parliament 
Research and Documentation Papers 
Luxembourg. March 1990. No 85836. 

"The female workforce has some charac­
teristics which make it more vulnerable in 
the labour market. As well as establishing 
favourable conditions for economic growth, 
it is important to identify these challenges 
and to find ways of resolving them." 

UNICE representative 
January 1990 

"Because of the different aspects of the 
world of work, which concern women wor­
kers in particular, the ETUC's Women's 
Committee has prepared a list of demands 
to tackle the equality issues in the Single 
Market. European legislation regarding 
equal pay and equal opportunities has so 
far proved beneficial to women, and we will 
fight to keep it this way." 

European Trade Union Confederation 
representative 
January 1990 

"Women's contribution to economic activ­
ity has acquired an important dimension 
for the medium and long-term develop­
ment of the Community. Given the 
demographic trends and the projected 
skilled labour shortfalls around the year 
2000, women must no longer be regarded 
as a particular disadvantaged group, but 
as a potential pool of skills, indispensable 
for economic development." 

Communication from the Commission 
to the Member States. August 1990. 
Brussels. 
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• the promotion of the occupational integration of 
women; 

• the improvement of the status of women in society. 

Significant developments are essential in each of 
these three fields if the Community is to witness 
visible and lasting progress in the achievement of 
equal opportunities between women and men over 
the next few years. 

Application and development 
of the legal framework 

As regards the legal framework, the Commission 
intends to ensure tha t existing Community law is 
more rigorously applied. It plans to do this, not only 
by using its powers under Articles 155 and 189 of the 
EEC Treaty, but also by ensuring the ongoing moni­
t o r i n g of t h e l eg i s l a t ion t h r o u g h t h e e x i s t i n g 
networks, and by making more widely known — 
through conferences and seminars — to those who 
teach and apply the law, the important but complex 
advances achieved in Community law. 

The Commission will also endeavour to develop gui­
delines on the criteria to be taken into account in order 
to ensure equal pay, and proposes to bring into the 
social dialogue the question of job classification and 
grading schemes. 

In addition, the Commission will endeavour to bring 
forward work within the Council regarding the pro­
posals for directives on : 

• the burden of proof; 

• parental leave; 

• statutory and occupational social security schemes 
(to supplement Directive 86/378/EEC); 

• the Directive on the protection at work of pregnant 
women and women who have given birth. 

Finally, taking into account the Barber case (case 
262/88) — which has considerably clarified the debate 
on the scope of Article 119 — the Commission will take 
an appropriate initiative. 

Infringement proceedings, where appropriate, are im­
portant means towards achieving the objective of equal 

treatment, but they are not enough. The achievement 
of the right of all to equal treatment requires there to 
be a better understanding of the implications of Com­
munity law, not only by employers, employees and trade 
unions, but also by those who administer the law. 

Promoting the occupational 
integration of women 

The greater emphasis on both the need to work and the 
desire to work on the part of many women, has brought 
into the debate not only the number of jobs filled by 
women, but also the quality of much of the work per­
formed by women. The sort of jobs they do depends, in 
large part, on the access they have had to appropriate 
forms of vocational training. This training is an import­
ant issue in the Third Action Programme. 

One of the main supports of this new priority emphasis 
is the Community Initiative programme (NOW) which, 
under the rules of the Structural Funds, provides funds 
to promote vocational training for women. This Pro­
gramme — which is co-financed with the Member 
States and to which the Commission will contribute 120 
million ECU — is significant in its own right. However, 
it is also the bridge between the Structural Funds and 
the Equal Opportunities Action Programme, underpin­
ning the policy of ensuring that equal opportunities are 
an integral part of the Community's structural policies. 

In addition to the NOW programme, and in keeping 
with the approaches designed to capitalise on achieve­
ments to date, the Commission plans to strengthen 
other measures in the fields of employment and voca­
tional training. Besides continuing and reinforcing the 
measures already carried out, the Third Programme 
aims to develop new initiatives in a number of areas : 
positive action to ensure equal opportunities in firms; 
studies on particular issues which concern women; sup­
port for such studies in the Member States; action to 
facilitate child care in order to consolidate activities 
financed under the Community's initiative programme. 

The full integration of women on the labour market 
requires substantial progress in the reconciliation of 
working life and family responsibilities. It requires that 
men — as well as women — should be able to benefit 
from the full range of measures to reconcile working and 
family life, on the one hand, and, on the other, to take 
a fair share in family responsibilities. Demographic 
trends will increase the burden on women. It also high­
lights that the reconciliation of working life and family 
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responsibilities has to be seen as a problem for society, 
and not just an individual, parental issue. 

The Social Charter also calls for active measures to­
wards this end. It is appropriate that public authorities 
and the social partners should be fully involved in their 
development. There is a growing realisation that the 
structures and organisation of work should be adjusted 
to take account of the needs of men, women and their 
families, both in the interest of the individuals con­
cerned and in the interest of the efficient use of human 
resources. 

The Commission will shortly propose a Recommenda­
tion on Childcare to the Council which will propose 
measures in four areas: the provision of care for child­
ren while parents are employed or in education or 
training; leave arrangements for employed parents; the 
environment, structure and organisation of the work­
place; the sharing of family responsibilities arising from 
the care and upbringing of children between women and 
men. The Commission also intends to provide a guide 
to good practice to supplement the Recommendation as 
well as a Code of Good Conduct on the protection of 
pregnancy and maternity. 

Sexual harassment is another issue which affects the 
quality of women's working lives. Since the Council 
adopted its Resolution on 29 May, 1990 on the protec­
tion of the dignity of women and men at work, the 
Commission has adopted a Regulation and a Code of 
Conduct on this issue. The latter aims to provide guid­
ance on initiating and pursuing positive measures 
designed to create a climate at work in which women 
and men respect one another's integrity and will be 
based on examples of best practice in the Member 
States. 

Improving the s tatus 
of women in society 

Experience has indicated tha t efforts to promote 
equality cannot be limited to employment alone. It is 
also necessary to improve the general status of women 
in society in order to be able to bring lasting progress 
and changes in attitudes. The Commission therefore 
intends to pursue the steps taken in respect of the media 
in order to improve the image of women and launch new 
initiatives to heighten awareness and to promote the 
active participation of women in the decision-making 
process at all levels of society. 

Local Employment Initiatives for 
Women — Community Support 

The European Community Support Programme for 
Women's Local Employment Initiatives was 
started in 1984. It encourages women to start up 
businesses and other local initiatives and to create 
employment. This special programme of Director­
ate General V of the Commission offers grants to 
women who want to start up a business and who 
are in a position to create at least two full-time jobs 
or their equivalent. For each job createdj a Com­
munity grant of 1500 ECU is available up to a 
maximum of 5 jobs. The Programme is popular and 
only about 20% of applicants can be funded. 

The businesses or enterprises for which women 
request support range from manufacturing, craft 
and tourism enterprises, through service oper­
ations in catering, cleaning, hairdressing, office 
services and graphic design. Innovative projects 
and projects employing disadvantaged women get 
priority. A network of experts throughout the Com­
munity publicises the Programme, explains the 
conditions of application and facilitates the comple­
tion of application forms. Selection takes place two 
or three times a year. 

The programme has been particularly successful in 
reaching unemployed women. In 1988-89, of 1,200 
beneficiaries surveyed, some 49% of recipients of 
Community grants under the Programme were 
unemployed or looking for work, 16% were in ir­
regular jobs and a further 10% were homeworkers. 
In other words, 65% of beneficiaries were on the 
labour market but without work or in marginal 
employment. 

Regionally the programme has focused on areas of 
high unemployment. Two out of every three pro­
jects grant-aided in 1988-89 were directed to 
projects located in priority regions as defined by 
Objectives 1 and 2 of the Structural Funds. An 
additional third of projects were in areas where 
women's unemployment rate exceeds 15%. 

28% of jobs in the projects were part-time. The 
grants constitute an addition to resources mo­
bilised by women entrepreneurs or self-employed 
women and their families. In Spain, France, Portu­
gal and the UK the grants are often an addition to 
financial resources from Government Enterprise 
Schemes. In some countries, such as Spain, the 
Netherlands and Greece, personal savings and 
family gifts are often important supplementary 
sources of finance. 
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For the first time, an Equality Programme plans to 
integrate equality questions into general mainstream 
policy. In practice, this means that equal opportunities 
will need to be progressively integrated into the formu­
lation and implementation of all relevant policies and 
action programmes. Particular attention will be given 
to programmes co-financed by the Social Fund and to 
existing programmes in the area of vocational training. 
Data will be collected on the participation of women in 
each programme, and evaluations used to determine 
future development of the programmes. 

Although the Third Programme defines the general 
framework, the actual measures to be taken will depend 
on national circumstances and progress made to date. 
Of prime importance, therefore, are the initiatives of 
the Member States as contained within the Resolution, 
to adopt national, regional or local equality plans or 
other relevant policy measures as required, within the 
framework of the programme. Objectives should be 
pursued that match national circumstances and assess­
ment reports should be drawn up so as to ensure the 
complementarity of measures between the Member 
States and the Commission in pursuit of the objectives 
of this programme. 

Partnership 

The success of the policy will depend on the estab­
lishment of the appropriate assessment systems and on 
basing the programme on a genuine policy of partner-

156 Share of w o m e n amongst beneficiaries 
of ESF grants in the Member States 

1988 
% beneficiaries 

ship. The programme sets out the responsibilities of all 
the partners concerned: Commission, Member States, 
Social Partners. Complementary action by each of these 
partners is required if the programme is to meet its 
objectives. Fur thermore , although the Third Pro­
gramme lays down the general framework for action, 
the measures taken by each Member State will take into 
account the national context and the progress already 
achieved. 

Evaluating Equality Policies 

The European Community is unique in having united 
within the same group of institutions, a body of Com­
munity law and a set of labour market policies directed 
to the same objective of equality of opportunity between 
women and men. These policies are neither static nor 
rigid, and there is constant evaluation and analysis on 
their effectiveness. 

Concern that the Commission's local employment in­
itiative programme for women would reach only more 
educated and entrepreneurial women, for example, 
turned out to be misplaced. Evaluation of beneficiaries 
revealed that the highest take-up was in the poorer 
regions among women in disadvantaged circumstances. 

In the same way, the widespread belief that childcare 
would gradually improve as more women entered the 
labour market was shown to be not true in research on 
childcare trends in Member States. The absence of 
childcare provision is a significant obstacle to women's 
access to jobs and training while the standard of provi­
sion was extremely variable and even unregulated in 
some Member States. 

At a time when many Member States have to take 
careful stock of their budgetary situation, the demand 
for increasing resources to redress discrimination on 
the labour market may seem inopportune. However, 
with high proportions of new jobs being generated in the 
form of part-time employment for women, there would 
appear to be considerable underutilisation of women's 
intellectual, technical, creative and labour capacities. 
The completion of the Internal Market makes it more 
necessary than ever to mobilise the resources of women. 

There is considerable convergence in the analysis of the 
European Commission and the European Parliament 
over patterns in women's employment. There is agree­
ment that any tendency to retain two-track labour 
markets for women and men should be resisted. Not to 
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do so would be to undo the results of many of the efforts 
to desegregate employment for women. More needs to 
be done in terms of analysis. In this respect, for 
example, the absence of suitable data to make meaning­
ful comparisons of the pay gap between women and men 
in the service sector (which employs over 70% of women) 
needs to be tackled. 

There is now agreement that equality issues on the 
labour market are no longer minority issues. Women 
already account for 40% of the labour force, and the 
proportion is rising. This means that equality issues 
need to be taken on board by all those who are concerned 
with employment: employers, trade unions, public pol­
icy-makers at regional and national level, educational 
and training agencies as well as by commercial and 
industrial associations. It is up to them, collectively and 
individually, to face the challenge and responsibility of 
providing women with the same employment oppor­
tunities which are available to men. 
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Council Resolution on the Third 
Medium-term Action Programme 
on equal opportunit ies for women 
and men (1991-95) 

The Council invites The Member States 

to implement the relevant measures provided for in the 
Commission Communication on a Third Medium-term 
Community Action Programme on equal opportunities 
for women and men (1991-1995), in order to achieve the 
following objectives: 

• ensure the implementation and, if necessary, im­
provement of existing legal provisions; raise the level 
of awareness about legal rights and obligations; 

• increase the participation of women in the labour 
market by applying national laws and practices in an 
improved manner to women by developing specific 
measures for equal opportunities for women and 
men, and by promoting women's entrepreneurship 
and local employment initiatives; 

• improve the quality of women's employment by maxi­
mizing their potential, particularly through stepping 
up action relating to education, vocational training, 
better staff management and the use of positive ac­
tion in enterprises; 

• reduce barriers to women's access to, and participa­
tion in, employment, also through measures designed 
to reconcile the family and occupational res­
ponsibilities of both women and men; 

• continue, and develop, awareness-raising initiatives 
which are related to the specific objectives of this 
programme, and improve and disseminate informa­
tion on equal opportunity and equal treatment issues; 

• continue to encourage an improvement in the partici­
pation of women at all levels in the media sector and 
to develop innovatory programmes which present a 
full realistic picture of women in society; 

• encourage measures designed to promote the partici­
pation of women in the decision-making process in 
public, economic and social life. 

The Council invites The Member States 

• to adopt, as required, within the framework of this 
programme, national, regional or local equality plans 

154 



Action To Promote The Employment Of Women 

or other relevant policy measures establishing 
objectives that match national circumstances; 

• to draw up assessment reports, 

given that collaboration and complementarity of 
measures between Member States and the Com­
mission are essential in order to achieve the 
objectives of this programme. 

Invites both s ides of industry to: 

• make equal opportunities and equal treatment 
an element in collective bargaining, in particular 
by endeavouring to implement positive action 
programmes in undertakings and in occupational 
branches and sectors as part of a cohesive policy 
of staff management and to elicit a real commit­
ment to in-service training and jobs for women; 

• pursue and intensify the social dialogue on the 
issues of reconciling occupational and family res­
ponsibilities and protecting the dignity of women 
and men at work; 

• include in collective bargaining the issues of 
equal remuneration (equal pay for equal work or 
work of equal value) and the elimination of dis­
crimination on the basis of sex in job assessment 
and/or other classification; 

• take all necessary measures actively to promote 
women's representation in decision-making 
bodies. 

Invites the Commission to: 

• ensure that the present programme is im­
plemented and make interim and overall 
assessments (at mid-term and at the end of the 
period) of the policy on equal opportunities and 
equal treatment, on the basis of the information 
supplied by the Member States, taking into ac­
count all action carried out by the Commission 
and outlining the action carried out by the Mem­
ber States; 

• submit the results of these assessments to the 
European Parliament, the Council and the Econ­
omic and Social Committee; 

• integrate the objective of equal opportunities and 
equal treatment into the formulation and im­
plementation of the appropriate policies and 
action programmes and introduce specific means 
of coordination. 
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Sources and Methodology 

The principal source of the historical data regarding the European Community used in this Report is the Statistical 
Office of the European Communities (Eurostat) and particularly the Labour Force Survey (LFS) for which the 1989 
results have just become available. The LFS is used because it is the only source of comparable and complete data 
on employment and the labour market in all the Member States of the Community. Since it is based on a common 
coding and methodology, and since it is a household survey, it abstracts from differences in administrative 
arrangements and regulations. This is particularly true of unemployment, where the harmonised unemployment 
data based on the LFS as published by Eurostat are designed to permit comparisons between Member States, 
without needing to take account of the frequent changes in the coverage and definition of registered unemployment. 
It was carried out on a two-yearly basis between 1973 and 1981, and since 1983 has been carried out annually on 
the basis of the same coding. 

Data from national administrative sources, which do not exist on a consistent basis over time and between Member 
States may therefore differ from the figures used in this Report. 

Some additional material has been supplied by other Commission services. 

Sources used for the individual maps and graphs are set out below. The short-term forecasts have been prepared 
by the Directorate-General for Economic and Financial Affairs on the same basis as those presented in the Annual 
Economic Report. 

It is the Commission's intention that the data used in the preparation of 'Employment in Europe' be made available 
in electronic form. Requests for data should indicate the particular graph or maps for which the data is required. 
Data can be supplied in standard spreadsheet format. Requests should be addressed to: 

Commission of the European Communities 
DG V7B/1 
200 rue de la Loi 
1049 Brussels 
Belgium 

Sources of Graphs and Maps 

Eurostat 

Community Labour Force Survey (LFS) and derived data: Graphs 9, 11, 20-21, 28-30, 42-52, 70, 72, 76, 86, 
104-105, 143-149, 151-152 

Social Statistics (SOCI), Population statistics and projections: Graphs 10, 18-19, 100 

Unemployment Statistics: Graphs 2, 39-41, Map 3 

National Accounts ESA: Graphs 13-17, 61-65 

Migration Statistics: Graphs 92-95 

Agricultural Statistics (FSSRS): Graphs 106, 110-111, 114-117 

Industrial Statistics (INDE), Industrial Surveys and derived data: Graphs 24, 26-27, 118-122,126-131, 134-139, 
Maps 123-125, 132-133 
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Regional Statistics (REGIO) from: 

LFS:Graphs 70, 72, 74, 76, 86, 104-105, Maps 69, 71, 73, 75, 78-85, 87-89, 101-102, 153, 155 

Unemployment: Maps 6-8, 77, 154 

National Accounts ESA: Graph 60, Maps 57-59 

Demography: Graphs 60, 90, 96-99, Map 68 

FSSRS: Maps 103, 107-109, 112-113 

Commission services 

DGII — Economic and Financial Affairs: Graphs 4, 11-12, 17, 31-37, 53-56, 66-67, 140 

DGV— Employment, Industrial Relations and Social Affairs — "17 th Report on the Activities of the ESF" : Graph 156 

DGIII — Internal Market and Industrial Affairs: Graphs 22-23, 25 

DGXVI — Regional Policy: Map 91 

Other Sources 

Organisation for Economic Cooperation and Development OECD): Graphs 1, 5, 10, 19, 38, 100, 150 

International Labour Organisation: Graph 142 

IFO Institute, Munich: Graph 141 

Other Material 

Statistics and other quantitative estimates other than the above which have been used in certain chapters have 
generally been drawn from studies undertaken on behalf of the Commission. The following are the most important 
sources used: 

Chapter 5: "The Agricultural Situation in the Community — 1990 Report"; "The Future of Rural Society", 
Supplement 4/88 to the Bulletin of the European Communities. 

Chapter 7: Mutual Information System on Employment Policies in Europe (MISEP); the calculations for Graphs 
145-149 and 151-152 were carried out by the Wissenschaftszentrum Berlin 

Notes 

Unless where otherwise stated, data for Germany in this Report refers to the former Western part of Germany 
before 3 October 1990. 

Chapter 1: Table 1 is produced from the following sources: Eurostat: National estimates of population and 
employment and Unemployment rates for comparison between Member States. 1990 results are provisional. 1965 
data: OECD Labour Force Statistics 1968-88. 
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Chapter 4: Purchasing Power Standards as referred to in Graph 65, are a measure of GDP reflecting the real 
purchasing power of a currency on the national territory. They aim to provide a reliable indication of the volume 
and structure of goods and services intended for a particular final use, and permit comparisons in real terms of 
GDP and its components between Community countries. See "Purchasing Power Parities and GDP in real terms. 
Results 1985", Eurostat 1985, and "National Accounts ESA. Aggregates", Eurostat annually. 

Chapter 6: Data for manufacturing are derived from the Eurostat surveys of industry. These may differ form 
administrative sources used in some Meber States. The regional data, where available, cover a slightly different 
period (1981 to 1987/88) than the national level data (1980 to 1987) which affects the scale of change shown. 

Chapter 7: Data for higher education are from Eurostat education statistics Data for 14-18 year-olds in education 
and for training are from the LFS. These may differ from administrative, or enrolment data, used, for example, by 
OECD. Data for education include only those receiving full-time tuition. 
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Employment in Europe - 1991 
Luxembourg: Office for Official Publications of the European Communities 
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The 1991 Employment in Europe Report is the third of a series which is 
produced annually. It aims to reach a broad readership within the Member 
States, covering business, trade unions and interest groups as well as 
governments. It covers a wide range of issues in the employment field, 
considering the Community as a 'heterogeneous whole', placing the Com­
munity into its world context and discussing the policy implications of the 
analysis. 
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