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Introduction

Introduction

This is the second in an annual series of special Bul-
letins published in conjunction with the Employment in
Europe Report. The aim of the Bulletin is to analyse
selected labour market issues in somewhat greater
detail than is usually the case in the Report. In many
cases, the analyses presented in these bulletins carry
forward the analysis in the Employment in Europe
report itself. In other cases, they present other work on
employment issues which has been carried out in the
context of the report.

The present Bulletin contains three studies of particu-
lar aspects of the process of employment growth and of
the functioning of labour markets across the Union, all
of which were themes of the Employment in Europe
Report for 1997, published in October 1997. The first
study examines the issue of employment-intensity
which has become the focus of much policy attention in
the recent past as job shortages have remained acute
and the prospect of sustaining high rates of growth
remains problematic. Its focus is on the significant
differences which exist between countries in the num-
ber of people employed for a given level of economic
wealth, as measured by GDP per head, which seems to
reflect the influence of social and institutional factors
on the job creation process. This implies, in turn, that
the relationship between employment and output ought
to be susceptible to policy.

The second study is concerned with the rate of job
turnover in the Union, which is one indictor of labour
market flexibility, though one which needs to be inter-
preted with some caution given the potential effect of
restrictions on hiring and firing in stimulating the
development of fixed-term contracts. The analysis
points to marked differences between Member States in
the proportion of people who change jobs every year and
in the counterpart of this, which is the relative number
who have been in the same job for a long period of time.
It also indicates that the rate of turnover declines mar-
kedly with age and, in general, tends to be higher among
the less well educated members of the work force than
among the better educated and more qualified.

The third study examines both international and re-
gional migration of working-age population in the
Union, extending the analysis included in the 1997
Employment in Europe Report. It shows that while
there are differences in the scale of labour movement
between Europe and the US, these are less than often
supposed and seem largely to reflect the obstacles to
people moving from one Member State to another that
still exist in the Union and which legislation alone
cannot entirely overcome. Regional migration within
countries in Europe is much the same as in the US. In
both cases the direction tends to be influenced by
relative labour market conditions as reflected in dif-
ferential rates of unemployment. Nevertheless, the
scale of movement varies substantially between Mem-
ber States. Moreover, in many cases, movement is by no
means in one direction and net flows can conceal signi-
ficant numbers moving from low to high unemployment
areas rather than the reverse.
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Employment-intensity in the European Union

The notion of the employment-intensity, or employment-
content, of growth has attracted a great deal of interest
in Europe in recent years because of the growing gap
between those looking for work and the jobs available,
combined with the common recognition that the rates of
economic growth experienced in the post-war years be-
fore the first world oil crisis in 1973-74 are almost
certainly no longer achievable for most Member States,
at least on a sustained basis. A central aim of policy
across Europe is, therefore, to seek to ensure that as
many jobs are generated from a given rate of growth as
is compatible with other economic objectives, such as the
maintenance of competitiveness and the growth of pro-
ductive potential over the long-term. The concern in this
paper is to try to provide new insights into this issue by
analysing the differences which exist in the relationship
between output and employment both between Europe,
the US and Japan and between Member States within
the Union.

The focus is on the way in which the people who are
available to work in each country — ie the potential
labour supply — are productively used to create
wealth, which in some sense is the most meaningful
measure of productivity. The approach adopted is to
disaggregate GDP per head into a number of broad
components which in combination determine the out-
put which a country produces and its overall level of
prosperity (see Box for the precise methodology).

One feature which emerges very forcibly from the data
is that there are substantial differences between com-
parable countries with similar levels of prosperity in
both the way in which this prosperity is generated and
the level of employment which it supports. This sug-
gests that the number of people in work is far from being
the mechanistic result of market forces operating in
some kind of institutional vacuum and that there is a
significant element of choice (in a societal rather than
an individual sense) over this.

In what follows, we first compare the components which
make up GDP per head in the European Union as a whole
with those for the US and Japan. Secondly, we examine
differences in these components between Member States.

Thirdly, we extend the analysis to the broad sectoral level
to see whether the differences which exist in aggregate
are also evident across sectors. Fourthly, we focus on
countries which have a relatively high proportion of their
working-age population in work to see in which sectors
of activity the additional people with jobs as compared
with other countries tend to be employed.

Income, productivity
and employment in Europe,
the US and Japan

Although there has been a gradual narrowing of the gap
over time, income per head in the US remains much
higher than in Europe. In 1994, GDP per person
measured in terms of purchasing power standards (PPS),
was over 40% higher in the US than the average for the
European Union (Graph 1 and Table 1). This difference
is essentially due to a combination of higher labour
productivity (GDP per hour worked being some 21%
higher in the US than the European average) and a larger
proportion of the population of working age being in
employment (17% more). Average hours worked which
are often thought to be higher in the US than in Europe
seem in fact to be much the same (though the figures may
not be precisely comparable), while a similar proportion
of the population is of working age.

Since the mid-1980s, when the difference in GDP per
head between the two economies was somewhat wider
than in 1994 (7 percentage points or so0), the productiv-
ity gap between the US and Europe has narrowed
significantly (GDP per hour worked in 1985 was around
a third higher in the former than in the latter). At the
same time, however, the difference in the employment
rate has widened almost as significantly, so offsetting
much of the effect on the relative levels of income per
head (Graph 2 and Table 2).

GDP per head in Japan, measured in the same terms,
is also higher than in Europe (almost 20% higher).
Unlike in the case of the US, this has nothing to do with
differences in labour productivity — indeed, in Japan,
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Methodology

Specifically, GDP per head, measured in
terms of purchasing power standards (PPS)
to allow for differences in what a given level
of income is capable of purchasing in the
various countries, is defined to be equal to
the following identity in each country:

GDP GDP x HRS x EMP x WAP
POP ~ HRS ~ EMP~ WAP™ POP

where POP is total population, HRS is the
total number of hours worked in the econ-
omy, EMP is the total number in
employment and WAP is working-age popu-
lation, here defined as those aged 15 to 64.
The first term on the right-hand side of the
equation is, therefore, GDP per hour of la-
bour input, which is the most meaningful
"measure of labour productivity, the second
term is average annual hours worked by
those employed, the third term is the employ-
ment rate and the fourth term indicates the
number of people of working-age who might
be regarded as potentially available for work
relative to total population.

The equation has been constructed for 1994,
the latest year for which reasonably reliable
figures for all the Member States plus the US
and Japan are available both for the economy
as a whole and for broad sectors (see below),
as well as for 1985, from national accounts,
labour force surveys and demographic statis-
tics which are broadly comparable between
countries, though there are a number of
items which unavoidably involve some esti-
mation (see Box on data).

The equation, of course, is merely an identity
which says nothing about the direction of
causation or the factors underlying each of
the terms or, still less, about the overall effect
of one of the terms changing or being changed
by policy measures. Each of the terms, how-
ever, is of interest in its own right and, with
the exception of the last one, a potential focus
for policy. Even though it is not possible to
draw any precise policy conclusions from the
equation in itself, it is illuminating to
examine the extent of variation in different
countries between the terms and any pattern
which exists between them, which reflect
underlying relationships.

labour productivity is much lower than in Europe (20%
lower in 1994) — but reflects a much higher employ-
ment rate (the number in work in Japan being 27%
higher relative to working-age population than in Eu-
rope in 1994), longer average hours of work (11% longer)
and a higher proportion of the population being of
working-age (6% higher).

GDP per head in Japan has risen relative to the level
in Europe since the mid-1980s, largely because of a
higher growth in labour productivity which has offset a
relative decline in working hours, though the employ-
ment rate has also risen, whereas in Europe it has
remained unchanged.

Differences within
the European Union

Disparities in income per head between Member States
of the Union remain substantial, though at the ex-
tremes they have narrowed slightly since the
mid-1980s (in Graph 1, Member States are ordered in
terms of GDP per head). In 1994, GDP per head in the
former West Germany (included in the analysis because
of the special problems of the new Linder and in order
to be comparable with the position in 1985) was almost
twice the level in terms of PPS than in Greece (in
Luxembourg, income per head is considerably higher
than in West Germany — around a third higher — or
in the US, but because of its particular features, espe-
cially its small size and the large commuting work force,
it has been excluded from the analysis).

These disparities are partly associated with differences
in levels of labour productivity and partly with dif-
ferences in rates of employment, in the sense that there
is some tendency for the more prosperous countries to
have higher levels of productivity per hour worked and a
higher proportion of their population in work. The asso-
ciation, however, is by no means systematic and there are
striking differences in both productivity and employment
rates between countries with similar levels of prosperity.
It seems, therefore, that countries can compensate for low
productivity by having more people in employment or,
seen from the opposite perspective, can sacrifice produc-
tivity in order to have more people working. Equally,
there seems to be some scope for countries to trade off
working time for increased numbers in employment,
though in general within the Union, average hours of
work appear to be negatively related to income per head
which might suggest that any trade-off is conditioned by
a country’s overall level of prosperity.
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Data used in the analysis

The data for the study come mainly from two sources, the national accounts of the
countries concerned (and specifically from the database compiled by DGII from
national data) and the Community Labour Force Survey (LFS). The approach
adopted is to use national accounts figures so far as possible in order to try to maintain
internal data consistency, so that the data for value-added, compensation of em-
ployees and, for the most part, for the numbers employed come from this source.
However, for a number of countries, there are problems with the employment data
in the national accounts which make them not comparable with those for other
countries and some adjustment is necessary.

Specifically, for Italy, the national accounts data for employment measure the
number of jobs instead of the number of people in work; Labour Force Survey figures
are, therefore, used instead. For the Netherlands, the data are adjusted for annual
hours worked, so in this case labour accounts figures for numbers employed are used.
For the UK, there are no sectoral data for total employed, only for wage and salary
earners; the figures used, therefore, include estimates of self-employed based on the
Labour Force Survey, but constrained to equal the national accounts figures for total
employed. For Austria, the figures diverge markedly (they are some 10% lower) from
the Mikrozensus data which are considered by the Austrian statistical authorities as
the most reliable source of data on employment, so that the latter are used instead.
In the case of Italy, the Netherlands and Austria, the division of employment between
sectors is taken from the national accounts data and applied to the new totals.

For the remaining countries, the data on employment are reasonably close to the
benchmark series produced by Eurostat (in some cases they are the same figures),
which for each country represent what official statisticians in Member States regard
as the most reliable indicators of the number in work. They are also in most cases
reasonably close to the LFS figures, which are used for the detailed analysis of the
sectoral distribution of employment, but for a few countries, there are differences
which mean that the figures for employment rates, for example, in this part of the
study are not always precisely the same as in the earlier part. It is also the case that
the sectoral division of employment in the LFS differs slightly from the national
accounts division.

In addition, it should be noted that the sum of the data for value-added by sector in
most countries does not equal the figure for GDP, the difference being as much as
10% in some cases. No adjustment is made for this in the analysis, except where
value-added for each sector is expressed as a percentage of the total, where the total
used is the sum of the sectors rather than GDP. For the US, the sectoral figures for
value-added for 1994 are estimated.

The data on average hours worked come from the Community LFS where possible
and are figures for usual hours worked per week (there are problems in using the
figures for actual hours) and are converted to annual terms by using the estimates
of average weeks worked per year produced by Eurostat. For Austria, Finland and
Sweden, national sources are used instead for average weekly hours and in each case
estimates of the number of weeks worked per year are applied to these. For, the US,
the data come from the Bureau of Labour Statistics and for Japan, from OECD and
relate to actual hours worked per year.

The data for working-age population (defined as those aged 15 to 64) come from the
LFS in each case and differ slightly from the actual population in this age group in
that they exclude many of those living in collective households.
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To take specific comparisons, Belgium has a similar level
of GDP per head to both Austria and Denmark, but a
considerably higher level of labour productivity than
either of them combined with a much lower proportion of
working-age population in employment. This is consist-
ent with there being a trade-off between productivity and
the number employed, not necessarily in any conscious
or deliberate sense, but in the sense perhaps of the
institutional framework in Belgium (defined in its
broadest sense to encompass the full range of social and
political as well as economic factors) not being conducive
to job creation. Income is, therefore, distributed more
through inter-personal transfers, especially within the
family, in Belgium, where the participation rate of
women is relatively low, than in the other two countries.
Alternatively, the differential pattern between the coun-
tries may instead reflect the greater efforts made in
Austria and Denmark to compensate for their low pro-
ductivity by devoting more effort to getting people into
work.

The same kind of difference is evident between Portugal
and Spain. Although GDP per head in the latter is higher
than in the former, the difference is markedly smaller
than for productivity, which in Spain is some two-thirds
higher than in Portugal, which effectively makes up for
this difference by having substantially more people in
employment than in Spain. Portugal, therefore, like Aus-
tria and Denmark, can be viewed as being a relatively
employment-oriented society as compared with Spain, or
Belgium, whether this is to compensate for relatively low
productivity or is a consequence of it.

A comparison between Sweden and the UK suggests
another form of trade-off. In this case, the two have
similar levels of both GDP per head and productivity,
but Sweden has a higher proportion of people of working
age in employment than the UK (8% higher in 1994)
because, it would seem, of shorter average hours
worked. This apparent trade-off is much more evident
in the case of Italy and the Netherlands, which are also
countries with much the same levels of income per head
and productivity, but average hours worked were al-
most 15% less in the Netherlands than in Italy in 1994
and the employment rate was over 20% higher.

Though differences in the proportion of the total popula-
tion that is of working age are less pronounced than for
the other components of GDP per head, they are, never-
theless, significant in some cases. Ireland and Sweden,
in particular, are seemingly penalised from this perspec-
tive as compared with other Member States by having a
relatively low proportion of the population aged 15 to 64

(in the former because of a high proportion of young
people under 15, in the latter because of large numbers
of older people), in the sense that they need to have higher
productivity, longer hours of work or more people in
employment relative to the population of working age to
achieve a given level of GDP per head than, say, Italy or
Portugal, which have the highest proportions (around
10% higher than Ireland or Sweden). From the opposite
perspective, on the other hand, it could be argued that
the former two countries are favoured rather than disfa-
voured by the structure of their populations, in the sense
that they need to generate fewer jobs in order to achieve
a given employment rate.

Finally, comparing the relative pattern of GDP per head
and its components between countries in 1994 with that
in 1985 reveals a certain degree of stability in most
cases, the main changes being a decline in the relative
prosperity of both Finland and Sweden, which was
accompanied by a substantial reduction in the rates of
employment, both in absolute and relative terms, and
a increase in relative prosperity in Ireland which was
associated with increased productivity.

Sectoral differences in output,
productivity and employment

Disaggregating GDP and employment by broad sector
indicates equally wide differences between countries
both in the relative shares of value-added and jobs
accounted for by manufacturing, services, agriculture
and construction and the comparative levels of produc-
tivity in each. Comparing Europe with the US, the most
striking differences are the much higher proportion of
GDP generated in services in the US than in Europe
and the larger number of jobs relative to working-age
population that this produces. Thus, in 1994, some 73%
of overall value-added in the US economy originated
from service activities as compared with 67% in the
European Union (in this case excluding Greece, Ireland
and Portugal because of the lack of sectoral data) and
these served to employ 53% of working-age population
as opposed to only 40% in Europe. This contrasts with
manufacturing which accounted for only 18% of value-
added in the US as opposed to 21% in Europe. This
difference, moreover, is reflected in a higher proportion
of the working-age population being employed in manu-
facturing in Europe than in the US.

In both sectors, productivity in 1994 remained some
15-20% higher in the US than in Europe, though the
gap has narrowed in each case since the mid-1980s

-12 -
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(productivity is here measured as above in terms of
value-added per hour worked and expressed in PPS
terms — see Box). Unlike in Europe, however, where
the reverse was the case, productivity was slightly
lower in services than in manufacturing. Moreover, in
the US average hours worked were markedly higher in
manufacturing than in services (over 15% higher),
whereas in Europe the difference, on average at least,
was small (only around 3%).

The difference in productivity in agriculture between
the two economies is much more significant. In 1994,
value-added per hour worked in this sector in the US
was around 85% higher than in Europe (in 1985, it had
been over twice as high) and many more people were
employed in the latter in large measure because of the
low productivity.

The position in Japan, however, is even more extreme.
There, agriculture accounted for only 2% of total value-
added in the economy in 1994, less than in Europe, and
employed almost 6% of the population of working age,
more than any country in Europe except Greece, Portu-
gal and Ireland. In construction, the difference between
Japan and the other two economies is equally striking.
In 1994, it provided jobs for 8% of working-age popula-
tion (and 10% of value-added), twice the proportion in
either Europe or the US.

Japan, nevertheless, remains more oriented towards
manufacturing than either Europe or the US, with this
sector responsible for almost a quarter of overall value-
added and providing jobs for 18% of its working-age
population in 1994, though within Europe, the figures
for both Germany and Austria are similar. Neverthe-
less, in addition to its relatively large manufacturing
sector, Japan also has a comparatively high level of
employment in services, which employed around 45% of
its population of working age in 1994, significantly more
than the average figure for the Union. In Austria,
however, the proportion in services is much the same,
though in Germany, it is significantly lower.

In Germany, the relatively low share of overall value-
added in the economy generated by services, which is
the counterpart of the relatively high share produced by
manufacturing, is combined with a significantly higher
level of productivity than in manufacturing, or indeed
in other Member States. As a result, a much smaller
proportion of the population are employed in services in
Germany than in most other parts of the Union (under
40% of working-age population in 1994, whereas in
Austria, for example, the share of value-added produced

by services was lower but much higher relative num-
bers were employed in services), though it compensates
for this to some extent by having a very low level of
productivity in agriculture which consequently pro-
vides more jobs in relation to the size of its population
than in either the UK or Belgium where agricultural
value-added accounts for a higher proportion of GDP.
The position is similar in Italy, where productivity in
services is even higher than in Germany and where,
accordingly, comparatively few people as compared
with elsewhere are employed in the sector (under a
third of working-age population).

By contrast, in 4 of the 5 Member States where services
provided jobs for 45% or more of working-age popula-
tion, the level of productivity was much lower in 1994
than in manufacturing, the only countries in the Union,
apart from Finland where this was the case. The only
exception to this is Denmark where productivity in both
services and manufacturing was much lower than the
Union average. In all the countries where productivity
was relatively low in services, moreover, with the ex-
ception of Austria, the effect of this on jobs was
reinforced by a average working hours also being less
than elsewhere, especially in the Netherlands, but also
in Sweden and Denmark. All of the countries with a
high level of employment in services — and a low level
of productivity — were countries with high overall
employment rates.

Employment, productivity
and labour costs

Average labour costs per hour worked in the various
countries tend to vary broadly in line with productivity.
Overall, both the US and Japan, however, have a higher
average cost of labour in relation to productivity (unit
labour costs) than Europe as a whole (Table 3). This,
however, is not true of manufacturing, where the US
figure at least (no data are available for Japan) was
significantly lower in relation to productivity in 1994
than the average for Europe, while in services, there
was only a small difference.

Within Europe, there is some variation in unit labour
costs between Member States, with in general those
countries with relatively low levels of income per head
tending to have comparatively high average labour costs
in relation to productivity for the economy as a whole,
though the relationship is by no means uniform, with
Belgium having among the highest levels of unit labour
costs in the Union and Finland one of the lowest levels.

-13 -
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There is less of a systematic relationship, however, be-
tween unit labour costs and employment rates. Both
Sweden and the UK, for example, countries with rela-
tively high employment rates have above average unit
labour costs, while France and Finland, countries with
below average employment rates, have relatively low
unit costs. This lack of any inverse relationship is even
more pronounced at the sectoral level. Indeed, in services,
the countries with high levels of employment — Denmark
as well as Sweden and the UK — tend to have high rather
than low labour costs in relation to productivity.

Nor does it seem that earnings are generally more dis-
persed in the countries with high employment rates, in
the sense that there is more possibility of fixing wage
rates for less skilled workers which are more closely in
line with their productivity — or contribution to value-
added (which is often regarded as a major reason for the
high employment rate in the US). Though in both Austria
and the UK, there is evidence that earnings are more
dispersed at the bottom end of the scale than in most
other European countries, this also seems to be the case
in a number of other countries where employment rates
are low, specifically Ireland and Spain (see OECD, Em-
ployment Outlook, 1996, Chap 3, Table 3.1 and European
Commission, Report on equitable wages in the Union,
Statistical annex, though it should be emphasised that
there is some difficulty in many countries in estimating
the distribution of earnings and it is questionable how
comparable the OECD data are between countries).
Moreover, in a number of countries with high employ-
ment rates, earnings seem to be less dispersed than
average, Denmark and Sweden, especially, though also
Portugal in the case of low wage earners.

This, of course, does not mean that low wages do not play
a part in determining the rate of employment in particu-
lar countries, but that they do not have a dominant effect.
We, therefore, need to look further than low wages or the
dispersion of earnings for an explanation of differences
in levels of employment between countries.

Employment patterns in high
employment rate countries

The fact that some countries in the Union have a much
higher proportion of their population of working-age in
work leads on to the question of where these additional
people are employed. To address this issue, employment
by (NACE 1-digit) sector, in terms of both numbers of
people and full-time equivalents (ie weighting each
person by the number of hours they work relative to

full-time hours in the country concerned), can be related
to the population aged 15 to 64. This is essentially
approaching the employment question from the supply
side, starting from the potential labour force which
exists in the various countries and examining both the
extent to which it is used and its deployment between
different activities.

As noted above, there is a clear tendency for countries
with comparatively high levels of employment relative
to their population of working age to have a high level
of employment in services. Of the Member States of the
Union with employment rates of around two-thirds or
more (and well above the Union average of 60%), only
in Portugal was the number employed in services signi-
ficantly less than 45% of working-age population.
Nevertheless, in most such countries, the proportion
employed in manufacturing also tends to be relatively
high. Moreover, within services, there is some variation
in the relative importance of the activities in which
people are employed.

Thus in 1995, focusing first on employment adjusted to a
full-time equivalent (FTE) basis to take account of the
differential importance of part-time working between
Member States (which in a number of cases, particularly
the Netherlands and the UK gives a somewhat different
perspective on the comparative success of countries in
achieving high levels of employment), all of the countries
with rates of employment, measured in FTE terms, of
60% or more had above average proportions of working-
age population in manufacturing (see Box and Table 4 —
which is based on Community LFS figures throughout;
1995 has been chosen instead of 1994 in order to include
comparable data for the three new Member States).
Equally, all of the countries with FTE employment rates
of significantly less than 60% had below average levels of
employment in this sector. (It should be noted in this
regard that while Japan conforms to this pattern, the US
does not, with a much lower level of employment in
manufacturing than Europe.)

Although it makes comparatively little difference in the
case of manufacturing if the employment rates are
measured in terms of numbers rather than full-time
equivalents, it is worth noting that Denmark which has
alower level of employment in manufacturing on a FTE
basis than Portugal succeeds, through more part-time
working, in having more people employed in this sector
relative to working-age population.

Within services, the most striking feature of the two
countries with the highest levels of employment in the
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sector — and the largest numbers employed overall
relative to working-age population — Denmark and
Sweden, is the high employment in health and social
work. In 1995, FTE employment in this sector
amounted in the former to 11% of working-age popula-
tion and in the latter to 12%, in both cases over twice
the average proportion for the Union as a whole and,
leaving aside Finland where the figure was also rela-
tively large, around twice as high as in any other
Member State. Indeed, the large numbers employed in
this sector in the two countries is a major part of the
reason for their above average rates of employment.
This sector apart, the two countries also have a high
proportion of their working-age populations working in
two other largely public sector activities, education and
transport, though both also have an above average
proportion employed in business services. In each case,
moreover, the high FTE rates were reinforced by signi-
ficant numbers working less than full-time hours so
increasing the relative numbers with jobs in these sec-
tors. (It should be noted that the relative importance of
sectors of activity as sources of jobs for people of working
age is not so different in Denmark and Sweden from
that in the US, where a similar proportion is employed
in health, education and other communal services.)

Apart from these sectors, the relative numbers em-
ployed in service activities are not much different than
in other Member States. In Austria, this is true of most
service activities, the only sectors in which employment
was significantly above average being distribution, ho-
tels and restaurants and transport. The main sources
of additional jobs in this case are not services but
agriculture, manufacturing and construction which be-
tween them provide employment for over 6% more
people of working-age than in the Union as a whole.

This is even more the case in Portugal, where agricul-
ture in particular is a much larger area of employment
than in most other Member States, though manufactur-
ing and construction also provide above average levels
of employment, as does services, where the importance
of more basic activities such as distribution, hotels and
restaurants and private households (domestic cleaning)
compensate for the relatively low employment in health
and social work and business services. In services,
however, the high level of employment in FTE terms is
translated into significantly fewer jobs than elsewhere
in the Union because of the relatively low proportion of
part-time jobs.

In the UK, the other country with a high employment
rate as defined above, the additional employment is

spread more widely across service activities. In 1995,
only in public administration and private households (a
very small sector) was there a lower proportion of
working-age population employed than in the Union as
a whole. Moreover, through substantial numbers work-
ing part-time, especially women, employment is
translated into considerably more jobs than in other
Member States, with the exception of the Netherlands.
While in FTE terms, therefore, employment in services
in the UK was much the same relative to working-age
population in 1995 as in Austria (both 40%), services
provided jobs for a much higher proportion of people in
this age group (49%) than in the latter (43%).

The general conclusions which emerge from the ana-
lysis are, first, that there are some differences between
countries with high employment rates in the sectors in
which people are employed, implying that it is difficult
to identify in advance which activities should be ex-
panded in order to provide more jobs, except in a very
general sense that these will probably be in services
rather than industry, though it needs to be borne in
mind that all countries with high employment rates in
the Union have relatively large manufacturing sectors.
Though health and social work is important in the
Nordic countries, it is much less so elsewhere. In some
degree, it is evident that the activities which support
relatively high levels of employment as compared with
other countries reflect comparative advantages — high
levels of tourism in Austria and Portugal, for example,
leading to comparatively large hotels and restaurants
and retailing sectors, and the large numbers employed
in the UK in financial and business services reflecting
its comparative specialisation in these areas.

A second point to emerge is that there are significant
differences between countries in the jobs generated by
a given level of employment. Some like the UK and
Sweden — as well as, of course, the Netherlands —
succeed in employing a much higher proportion of their
people of working age from a given level of employment
in services than others — like Portugal or Austria.

A final point to make is that, in general, the sectors of
activity which are relatively large providers of jobs in
countries with high employment rates do not seem to
be predominantly ones characterised by low wages and
low skills, which is borne out by the relatively large
numbers of people with high levels of educational at-
tainment employed in them.
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Job turnover in the European Union

It is widely emphasised that labour market flexi-
bility is a key aspect of economic competitiveness.
At the same time, it is generally acknowledged that
the skills and know-how of the work force are an
equally important determinant of the ability of busi-
nesses to compete effectively in world markets,
especially in the knowledge-based activities in which
the comparative advantage of advanced economies
increasingly resides. There is, however, a potential
conflict between the latter and certain aspects of flex-
ibility. In particular, while the rate of labour turnover
tends to be regarded as an important indicator of
flexibility, insofar as it reflects the ease of movement
between jobs, at the same time, skills and know-how
often come from experience and spending some time
performing a particular task. Indeed, as tasks become
more complex, this may become of increasing signific-
ance.

The aim here is largely confined to presenting the
evidence on job turnover, on the one hand, on the
proportion of workers in the different Member States
who move from one job to another from one year to the
next and, on the other, on the relative number who
remain in one job for a long period of time. In addition,
the way in which both vary between sectors of activity
and between workers with different educational at-
tainment levels — to see whether there is any
tendency for those with higher education, and presum-
ably higher skills, to change their job more or less
frequently than those with lower education — is also
examined.

The analysis is intended to complement that publish-
ed recently on the scale of labour movement between
sectors (see ‘Sectoral mobility in the European labour
market’, Employment in Europe, 1996: Key issues),
which indicated that, on average, around 12% of men
and 15% of women in the Union, worked in sectors in
which they were not employed the year before. Like
that analysis, the present study is based on data from
the Community Labour Force Survey, in this case on
responses to the question on when respondents
started in their present employment.

The scale of job turnover

The rate of job turnover in the Union averaged just over
16% in 1996, much the same as in 1995 and signifying
that, on average, around one person in 6 changes their
job each year. The rate varied, however, from a third in
Spain and 24% in Denmark to only 9% in Italy and just
under 10% in Luxembourg. Relating these figures to
estimates of sectoral movement (op cit, where it should
be noted that the data exclude Italy, as well as Austria
and Sweden, which tends to increase the turnover
figures as compared with those calculated here), sug-
gests that some 4% of workers changed their jobs and
remained in the same sector in 1995 and 1996, which is
about the same proportion who took up a job in another
sector (the remainder were either unemployed or econ-
omically inactive before taking up the job). In other
words, perhaps unexpectedly, movement between sec-
tors of activity (defined at the NACE 1-digit level —
which here means 13 sectors in all) seems to be as
common as movement within sectors. It also suggests
that the rate of overall job turnover in relation to secto-
ral shifts is similar as between Member States.

As might be expected, given the greater tendency for
them to interrupt their working careers to take care of
children or elderly and infirm parents or grandparents,
the turnover of women was generally higher than for
men (17% as against 15'/,% in the Union as a whole). In
Portugal and Sweden, however, in both of which the
rate of participation in the work force is relatively high
with fewer women taking time off for caring responsi-
bilities, the reverse was the case. Apart from these two
countries, the difference between male and female turn-
over rates was similar in most Member States, though
it was particularly large in Ireland, Luxembourg, the
Netherlands and Austria, except for the latter, coun-
tries where participation of women was relatively low.

As would also be expected, the rate of turnover is higher
among young people than those in older age groups,
partly because of the relatively large proportion start-
ing to work for the first time. In 1996, some 43% of both
men and women aged 15 to 24 in employment in the
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after a short period of time and less likely to remain in
it for a long period than those with low levels of educa-
tion.

For women, this is not the case. For those aged 35 to 49
with university-level qualifications, the proportion who
had been in their current job for more than 10 years was
significantly higher than for those with only basic edu-
cation (48% as opposed to 40%), in line with annual job
turnover rates, and only in Finland was the reverse the
case (Graph 22). This reflects the tendency for less
educated women to be more likely to interrupt their
working careers to take care of children than those who
are better educated (data from the Labour Force Survey
show that participation rates of women in this age
group with university degrees or the equivalent are
substantially higher than those of women with only
basic education).

For men and women aged 50 and over, the pattern of
variation in job duration mirrors that in rates of job
turnover and the proportion who had been in their
current job for a long period of time was relatively high
for those in all educational categories. This suggests
that once people get to this age, there is little tendency
for them to change jobs irrespective of their skills and
qualifications.

For both men and women, there is some tendency for
the proportion who had been in the same job for over
10 years to be higher for the more educated than the
less educated. For men in this age group, in 1996, some
71'/,% of those with university education had been in
their current job 10 years earlier as opposed to 67'/,%
of those with only basic education. Only in Germany
(marginally), Luxembourg and Sweden was the pro-
portion for the former group less than for the latter
group (Graph 23). The difference was particularly
marked in the South of the Union, where in Greece,
Spain and Italy, the proportion for the more highly
educated was at least 10 percentage points higher
than for those with no education beyond basic school-
ing.

For women of 50 and over, the difference is more pro-
nounced. Some 66% of women in the Union with
university-level education had been in their current
jobs for over 10 years as against 57% of women with only
basic education. In all countries apart from Sweden, the
difference was in the same direction and significant. In
Greece and Spain, as well as Luxembourg, it was
around 30 percentage points and in Italy, 20 percentage
points (Graph 24).

Concluding points

In sum, therefore, the evidence indicates clearly that
job turnover rates tend to decline significantly as people
get older and the average number of years spent in the
same job increases. Both men and women with lower
levels of educational attainment are more likely to
change their job after a short period of time than those
with higher levels, perhaps reflecting the greater insta-
bility of the jobs concerned and the higher proportion
which are in declining sectors. At the same time, men
with university degrees or the equivalent, at least those
under 50, are more likely to change their job after a time
than those with lower levels of education. On the other
hand, highly educated women have more stable employ-
ment patterns than others. Overall, the evidence is very
much in line with data on unemployment rates, that the
better educated are better placed to find employment
and are much less affected by job instability than their
less well educated counterparts.

It is questionable whether, as average levels of educa-
tion rise and a higher proportion of the work force have
qualifications beyond basic schooling (at present, it is
still the case that around 35% of both men and women
in employment in the Union — half or more in Southern
Member States — have no qualifications beyond basic
schooling), rates of job turnover will decline. In practice,
this depends as much on the nature of the jobs being
created as the people filling them. However, even if
turnover does decline, this should not necessarily be
interpreted as a reduction in labour market flexibility.
So long as people are able to change their job as struc-
tural changes in the economy require and have the
skills and aptitude to take up the new jobs being cre-
ated, economic competitiveness should be maintained.
Indeed, since a significant part of job turnover consists
of the rectification of mismatches between jobs and
workers, the increased capabilities of the latter which
come from higher levels of education may help to reduce
this element, with no adverse implications at all for
flexibility and beneficial effects on efficiency.
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With economic and monetary unification an immi-
nent prospect in the European Union, there is
increasing interest in alternative means of re-
gional adjustment in the future single currency area.
One such means is the movement of workers between
different places, which has the potential for correcting
imbalances in local labour markets in terms of both
overall demand in relation to supply and the availa-
bility of labour with particular skills. In addition,
with the fall in birth rates, international migration
from outside has become the principal source of
growth of working-age population — ie in the Union’s
potential labour force — and is likely to be the only
source of increase in many Member States in the years
to come.

Migration, however, can also give rise to problems,
not only of a social nature, as has been well do-
cumented, but also of economic and environmental
kinds, insofar as it is associated with a movement
out of areas in decline into ones which may be already
congested, so leading to the loss of much-needed
purchasing power in the former and increased
pressure on resources and infrastructure in the lat-
ter. As a result, it can potentially worsen regional
imbalances and widen disparities in economic perfor-
mance, which structural policies are aimed at
correcting.

The aim here is not to consider these divergent effects
in any detail but to document the scale of migration in
the Union at present and how it is tending to change
and to analyse the direction of population movements
between regions in relation to different labour market
conditions, especially rates of unemployment. To pro-
vide a relevant perspective and to give an indication
of possible future developments, experience in the
Union is compared with that in the US, where econ-
omic and monetary union is of much longer standing
and where there are fewer obstacles — language,
cultural and institutional — to migration. As such, the
analysis extends that published in Employment in
Europe, 1997 (see Part I, Section 5).

Non-nationals in the population

In 1995 — the latest year for which data are available
— around 5% of the population in the European Union
were non-nationals in the sense that they did not hold
citizenship of the Member State in which they lived
(Graph 1). Most of them originate from within Europe
itself rather than from outside. Around a third were
citizens of other Member State in the Union, just over
a quarter were citizens of other countries in Western
Europe (with over half of these holding Turkish citizen-
ship) and some 6% came from Central and Eastern
Europe. The remaining third were citizens of countries
outside Europe, with just over half of these from the
Maghreb countries.

Non-nationals are concentrated in the younger age
groups (Graph 2). In the 10 Member States for which
detailed data on their age structure are available (the
15 excluding Spain, Ireland, Italy, Luxembourg and
Portugal), in which non-nationals comprise some 6% on
average of resident population, they accounted for just
under 7% of working-age population (those aged 15 to
64) in 1995, for 8Y,% of the 20 to 29 age group and 8%
of those aged 30 to 39. By contrast, under 2% of those
of 65 and over were non-nationals. The main variation
in share between age groups is among those originating
from outside the Union and other parts of the European
Economic Area, from the rest of Europe and North
Africa, in particular. These accounted for around 80%
of non-national children under 15 but for under half of
those of 55 and over.

A similar pattern is true of the US. Overall just under
6'/,% of the total population in the US in 1996 were
non-US citizens, but these accounted for 8% of working-
age population (16 to 64 in this case) (Graph 3). Just
over a third were from other NAFTA countries — Mex-
ico or Canada — which border the US (though unlike in
the European Union, there is no provision for the free
movement of people as yet under the NAFTA agree-
ment). As in the Union, the highest share of
non-nationals was in the 18 to 34 age group, where it
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figure was 4% or more, in Sweden, over 5%
and in the UK, almost 7%.

Domestic migration and
regional imbalances

A key issue for policy is the extent to which
migration responds to differences in eco-
nomic circumstances between regions and,
in particular, the extent to which geographi-
cal labour mobility tends to alleviate
regional imbalances. To examine this issue,
net migration flows between regions are
analysed below in relation to regional rates
of unemployment, the main focus being on
the direction of movement of working-age
population as between regionsin order to see
how far this serves to even out differences in
unemployment rather than to accentuate
them. (Relative rates of unemployment are
taken here as an indicator of relative re-
gional labour market conditions, primarily
because of their availability and timeliness
as well as their relevance for those contem-
plating moving. Other possible indicators
include employment growth, the structure of
economic activity and regional wage levels,
all of which are more difficult to measure,
but no less relevant.)

The results are presented graphically for
those Member States above a certain size in
terms of land area and for which reasonable
data exist. Specifically, the graphs show net
migration of people of working age relative
to the percentage point difference between
regional and national unemployment rates
in the preceding year. (In practice, relative
unemployment rates in European regions
change only very slowly over time, so that
the choice of year is not so important.) If
there is a strong migratory response to re-
gional differences in unemployment, then
regions should be concentrated along a line
running from the top left hand quadrant of
the graph to the bottom right hand one,
indicating a tendency for people to move to
regions with low unemployment and out of
those with a high level. The steeper the line,
the more pronounced the response of migra-
tion to relative unemployment rates.

Data sources on labour migration

European Union: The data for population and migration are
from Eurostat and are based mainly on national administrative
records. Because of differences in definitions and statistical
systems across Member States, comparable data on interna-
tional migration are difficult to assemble and should therefore
be treated with caution. Net international migration in the
analysis is calculated, not as the difference between inward and
outward flows, but as that between the total population on 1
January and 31 December of a given year minus the difference
between births and deaths during the year. For further details
see Migration Statistics, 1996, Eurostat.

Data on domestic migration are available for 10 Member
States only and exclude Denmark, Luxembourg, Ireland, Aus-
tria and France, although for the latter data from the
Community Labour Force Survey (on the country in which the
respondent was living the previous year) are used for indicative
purposes only (the data are likely to be underestimates to the
extent that recent immigrants are under-represented in the
sample). Internal migration data exist for most years for the
first half of the 1990s with the exception of Greece, Portugal
and Belgium, for which there are data for one year only. A set
of 3 source files exist for most of these Member States for each
year, one being a matrix of total interregional movements,
while the other two record respectively inward and outward
migration for each region by 5-year age group. No age data are
available for either Greece or Portugal. In each case interre-
gional movements are recorded at level 2 of the Nomenclature
of Territorial Units for statistics (NUTS), with the focus of the
analysis on the population of working age (15 to 64 years).

US: Most of the data for the US comes from the reports on
Geographical Mobility, produced annually by the US Census
Bureau. The latest report (P20-497) covers mobility within and
into the US from March 1995 to March 1996. This is sup-
plemented by data from the report (P20-494) on The
Foreign-Born Population, 1996, also from the Census Bureau.
Both reports are based on data from the Current Population
Survey (CPS), which is comparable to the Community’s own
Labour Force Survey. Unless otherwise specified, all references
to total population are for those aged 1 year and over.

Regional analysis in the US has been conducted in terms of the
4 major regions and the 9 Census divisions, as follows:

e North East: New England, Middle Atlantic
e Mid West: East North Central, West North Central

e South: South Atlantic, East South Central, West South
Central

e West: Mountain, Pacific
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Table 1 — Domestic migration of working-age population
in the European Union and the US, 1989-96

Scale of migration (total flows between NUTS 2 regions as % population 15-64)

D E I NL FIN S UK Us
1989-90 na 0.73 0.63 1.94 1.02 - 1.86 2.57 1.96
1990-91 2.27 0.43 0.57 1.93 0.65 1.77 2.81 1.77
1991-92 2.21 0.59 0.59 1.93 0.56 1.60 2.87 1.71
1992-93 2.06 0.62 0.56 1.92 0.64 1.70 2.87 1.61
1993-94 2.12 0.67 0.54 1.89 0.97 2.08 2.96 1.53
1994-95 na na na 1.90 1.02 2.04 na na
1995-96 na na na na na na na 1.33

Unemployment rates: national averages

D E I NL FIN S UK Us
1988 6.3 20.1 11 9.2 4.8 na 8.9 5.5
1989 5.7 17.4 10 8.5 3.8 na 7.4 5.3
1990 4.9 16.4 9.0 7.3 3.7 14 7.0 5.6
1991 5.3 16.0 8.7 5.7 6.6 2.8 8.6 6.8
1992 6.4 17.8 8.7 5.6 11.8 5.1 9.8 7.5
1993 7.6 22.3 10.3 6.3 17.2 9.0 10.5 6.9
1994 8.7 24.4 11.2 7.0 18.8 9.6 9.8 6.1
1995 8.2 22.7 11.9 7.0 17.6 9.1 8.8 5.6

Standard deviation of unemployment rates in NUTS 2 regions (% mean)

D E 1 NL FIN S UK us
1988 na 29.7 56.1 18.5 59.0 na 38.9 29.3
1989 na 34.8 62.8 17.5 60.7 na 49.3 25.8
1990 na 37.2 66.7 23.5 63.2 43.7 48.1 15.7
1991 49.4 37.5 64.9 16.0 45.3 275 31.8 7.4
1992 71.1 29.7 52.5 18.2 35.5 20.7 23.9 11.3
1993 57.8 23.3 51.9 15.5 31.1 14.6 20.8 15.5
1994 48.1 20.7 54.0 134 279 14.6 22.7 16.4
1995 45.7 25.1 56.9 13.4 29.2 15.9 25.4 17.7

Migration of working-age population and regional unemployment rate differences in previous
year: correlation coefficients

D E I NL FIN S UK Us
1989-90 na -0.45 -0.84 -0.14 -0.97 na -0.37 0.16
1990-91 na -0.03 -0.84 0.02 -0.95 -0.42 -0.32 0.03
1991-92 -0.75 0.33 -0.84 -0.08 -0.98 -0.13 -0.43 -0.79
1992-93 -0.56 0.33 -0.79 0.07 -0.64 -0.41 -0.66 -0.74
1993-94 -0.37 0.02 -0.79 -0.23 -0.75 -0.54 -0.73 -0.62
1994-95 na na na -0.21 -0.57 -0.55 na na
1995-96 na na na na na na na -0.65

Net migration as % total flows

D E I NL FIN S UK Us

1989-90 na 11.50 19.32 4.46 9.13 3.69 5.06 10.98

1990-91 12.37 9.06 18.53 3.87 6.38 5.19 4.49 17.73

1991-92 7.93 8.27 19.10 3.73 6.08 7.35 4.46 10.76

1992-93 6.21 8.99 13.11 3.23 11.07 7.25 4.84 10.88

1993-94 6.71 10.81 12.96 3.30 14.52 11.67 4.88 11.99

1994-95 na na na 4.41 15.68 10.58 na na

1995-96 na na na na na na na 6.97

average for period 8.37 9.86 16.73 3.83 11.14 7.80 4.74 11.79
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