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BULLETIN

Impactof the Recessiorand
the Longerterm Demandfor Skills

Eventsin financialmarketsn 2008,includingthesocalled
credit crunch, have broughtto a heada deeprecession
unlike any other of recent decades.This has created
uncertaintyaboutfuture employmentprospectgor almost
all groupsof people,especiallyyoungsterdfirst entering
the labourmarket.A sharpdownturnin economicgrowth
acrosgheworld hasbeenexperiencedndthelengthof the
recessiommemainsuncertain.

This Bulletin examinesvarious aspectsof the recession,
basedon researcltarriedout by the Warwick Institutefor
Employment Research. It starts by outlining how
unemploymenis measuredh orderto comparghecurrent
crisis with pastrecessionslt discussesvho are the most
likely to be affectedby the crisis,andwhat might be done
to mitigatethis. Finally it takesa longerterm perspective,
drawing on the findings of IER’s most recent Working
Futuresemploymentprojections.

Measuring unemplo yment

Much mediacoverageof the recessioris concernedvith

how the currentdownturncomparego previousonesand
how far unemploymentlevels will rise. Speculation
aboundsasto whetherandwhenunemploymentwill reach
the 3 million mark.

It is importantin suchdiscussiorto be clearaboutwhatis
being measuredn order that like is comparedto like.
Currentofficial estimatesof unemploymentare produced
by the Office of National Statistics(ONS) and derived
from the LabourForceSurvey(LFS). Thedefinition used
is that of the ILO (InternationalLabour Organization).It
measureshe numberof joblesspeoplewho wantto work,
are avalable to work, and are actively seeking
employment.ThelLO definitionis usedinternationally so

comparisondetweencountriescan be made,and it also
allows for consistentcomparisonover time. A separate
series — the claimant count — measures how many
unemployedpeople are claiming unemployment-related
benefits (JobseekerAllowance [JSA]). The claimant
count tendsto be lower than the ILO measurebecause
someunemployegeoplearenot entitledto claim benefits,
or choosenotto do so. Benefitsrulesvary overtime, soit
is moredifficult to makecomparisons.

There is a large difference between the two
unemployment series. Although they move broadly in
line with each other, the gap between the two varies
depending on economic conditions. When employment
is high the gap between ILO unemployment and the
claimant count tends to widen, as some jobless people
who were not previously looking for work start to do so.
The difference between the two measures is wider for
women than for men. Currently fewer than half of
unemployed women claim related benefits compared
with around three quarters of men.

The two mostrecentrecession®ccurredin the mid 1980s
and early 1990swhen the claimant count peakedat just
over 3 million in July 1986 and almost 3 million in
Decemberl992. Perhapsastheresultof that experience,
the figure of 3 million hasbecomea critical yardstickby
which commentatorsseek to judge the depths of the
current downturn. Such a comparison is, however,
erroneousas the unemploymentevelsin 1986 and 1992
were measuredn the basisof the benefitclaimantcount
whereasthe current official figure is the higher ILO
measure.

Figure 1 describes the level of claimant unemployment
from 1979 to 2009 and it is clear that — for the moment at




Figure 1: JSA Claimants 1979-2009, UK (000s)

Source:Nomis

any rate — the current situation is far removed from that
of the depths of the two earlier recessions. The claimant
count was 1.51 million in April 2009, still less than half
the number of benefit claimants in earlier recessions.
There is, however, no room for complacency. While the
claimant count is still well below the levels of 1986 and
1992, the number of claimants has increased rapidly over
recent months; a trend that if continued would soon see
numbers reaching similar levels to earlier recessions.
The ILO measure rose at an even faster ratein April 20009.

As employmentalls, the gapbetweenthe claimantcount
and the official ILO measure of unemployment will
decreaseThisis areflectionof the fact thatsomejobless
peoplewill withdraw from the job market (i.e. they no
longer actively seek work) usually becausethey see a
diminishing probability of obtaining a job (they are
discouraged). This will diminish the ILO measure. In
addition, somejoblesspeoplewho previouslywould not
botherwith a short-termJSA claim since they normally
obtaina new job quickly will registerfor JSAwhenthey
find themselvegoblessfor longerthanexpected.This will
boostthe numberin the claimantcount. Thus,while the
number of JSA claimants can be expectedto increase
sharply over the next year it doesnot follow that the
official unemploymentountwill increaseproportionately
and it is likely that the two measureswill convege,
althoughat whatlevel remainsto be seen.

A very different recession?

In manyrespectshe currentrecessiorof is very different
from that of the mid 1980s.In the mid 1980sthe British

economysufferedfrom highinterestratesanda high-value
pound,which madegoodsvery expensiveto export. In

2008-2009nterestratesarevery low while the poundhas
depreciatedignificantly againstother currenciesnotably
thedollar andthe euro.

Thebig differencehowever is thattherecessiors global.
Therootsof therecessiomayhavebeenin theUS, butnot

a singlecountryis unafectedbecausehe world economy
is muchmoreinterlinked.

The Government'strategyis differentthis time, too. Mrs
Thatchets policies were all aboutfiscal prudence tight
control and oppositionto public spending. The current
Governments adoptinga differentapproachandwantsto
boostdemandhroughpublic borrowingandspendingand
hascut VAT to helpconsumptiorspending.

Therisk facingthe economyis that a reverse'multiplier”
istriggered.In Keynesiareconomicsamultiplier refersto
a situation in which an initial rise in spending (say
investmenin a factory)leadsto increasedncome(for the
workforce), then increased demand (for goods) and
thereforeincreasedprosperity In reversethe multiplier
meansthat negativeshockssuch as a fall in consumer
spendingleadsto cutbacksin output and employment,
more people on benefits with lower spending, which
meandower salesandsoon. ‘Big ticket’ consumeitems
suchascars,householddurablegoodsand investmenty
businessawill all be cut backdueto uncertaintyaboutthe
future and this exacerbates the decline still further.
Virtually every employmentsectoris vulnerableto this
vicious circle. In goodtimes,eveninefficient businesses
cansurvive,butin badtimes,theweakwill goto thewall.

Middle class dole queue?

While the immediateeffectsof the “credit crunch” were
first evidentin thecity of London,therecessiorin the‘real

economy’hasrapidly rippled out to everyregionin Great
Britain, althoughthere are regional differencesand local
unemployment “hot spots’, reflecting the industrial

compositionof thoseareas.

It hasbeenclaimed,andthereis someevidenceo suggest,
thatthe currentdownturnhasimpactedon professionahnd
otherwhite collar jobsto a greaterextentthanin previous
recessions. Table 1 shows how the number of JSA

claimantsn different occupationdavefaredoverthe past
six months.It indicatesthat someof the largestratesof

increasewere for groups such as skilled trades (both

constructionand metal & electrical) and operativesbut

aso managers (both corporate and agricultural),

professionalbccupationgboth scientific & technicaland

business& public sector)and business& public sector
associatgrofessionalsWhile striking, it shouldbe noted
that many of theseincreasesare from a relatively small

base.Thelargestsinglecategoryof JSAclaimantsemains
that of people who usually work in elementary (or

unskilled occupations)who accountfor some 448,000
claimants. Thus,mostJSAclaimantsarestill peoplewho

previouslyworkedin comparativelylow skilled jobs.

Part of the reason why the incidence of JSA claims is
highest amongst those in elementary occupations, and
why the relative incidence can be expected to increase in
the longer-term, is that recession may bring with it a
‘bumping down’ process where available jobs go to over-
qualified people, while those who would normally have




Table I: Claimant numbers and change August 2008-
February 2009 by usual occupation, UK

Source:Nomis

taken those jobs are squeezed out. This process arises
because many employers will attempt to retain the skilled
element of their workforce in whom they have made an
investment (although in extreme cases even this may not
be possible). Consequently, the impact of the recession is
likely to affect not only the level of unemployment, but
aso the composition of those who remain in jobs and
those who are unemployed. The pool of unemployed
people will become disproportionately concentrated on
people with low levels of skill or those with skills that
have become obsolete. Those most vulnerable to rising
unemployment are likely to remain poorly qualified young
people in areas of deprivation.

Vulnerability of different groups

Within regionstherehavealsobeenshiftsin the quantity
andquality of employmenin recentyearsmostnotably a
general trend towards spatial decentralisation of

employment from inner city areas to urban peripheries a

rural areagGreenandOwen,2006;SocialExclusionUnit,
2004). This hasimplicationsfor geographicahccesso
employment opportunities, since the public transport
infrastructure does not coincide with the economic
geographyof the 21stcentury

Quantitative variations in numbers of employment
opportunitiesare manifestin geographicalifferencesin
employmentand non-employment,whereas qualitative
variations are reflected in the nature of employment
opportunitiesavailable and prospectsfor labour market
advancement. In general,‘quantitative’ concernsabout
numbersof jobs tend to be greatestat times of rising

unemploymentwvhen labour marketsare slack. Overall,
however in recentyearsthere has beena generalshift
towardsgreatermpolicy emphasi®n ‘qualitative’ aspectof
employmentwhile in analyse®f joblessnesthetrendhas
been towards consideration of aspects of inactivity
alongsideunemployment.

Traditionally, economic geographers have been most

interestedin sectoral variations in the composition of

employment. Historically, there were marked

geographicalvariations in key sectors,reflecting local

concentration®f raw materials(especiallyin mining and
extractive industries) and specialist manufacturing

traditions, which in someinstancesare reflectedin area
names(such as ‘The Potteries’for the Stoke-on-Tent
area). Overtime, howeverwith thelossof employmenin

agriculturemining andmanufacturingandtheincreasen

employment in services, sectoral differentials in

employment structures over space have become less

pronounced. So regiona variations in the sectora

compositionof employmentrelessmarkedthanformerly,

andrural economiesiow havea similar sectoralstructure
to urbanones. Neverthelessthereremainsconsiderable
interest in sectora variations in employment. In the

contextof the currentrecessiorattentionhasbeenfocused
on sectoralcompositionin orderto provideintelligenceon

thevulnerabilityof localareasandsub-regiongo thecredit
crunchandrecession.

Sub-nationalsectoralvariationsin employmentare less
markedthanformerly, with the declinein manytraditional
areasof employmennow well stabilised.Yet, thereis still

considerablénterestin sectoralvulnerability to the credit
crunch. This may affect a number of new areas not
previouslyconsideredvulnerable.For example the focus
of the initial impactof the credit crunchon bankingand
financemeanghatthe City of Londonis now atthetop of
the list as well as other affluent regions, such as
KensingtonandWestminster

Researchers at 1ER are evaluating the City Strategy (CS)
initiative.2 This involves measuring process change and
the effectiveness of partnerships in procuring and
delivering employability services and improving
performance. It also involves assessing changes in how
worklessness is tackled at the local level. Having some
measure of the quantitative success of the CSinitiativeis
vital also. The onset of recession means that achieving

uctions in JSA, Incapacity Benefit and Income
Support claimantsis very challenging. Changes in benefit

1 Hereit is salientto notethatgeographicaVvariationsin non-
employmen{(i.e. unemploymenandinactivity) aremore
pronouncedhanthosein unemployment.Thegenerakule is the
greaterthe degreeof labourmarketslack,thelessappropriate
unemploymenis asa measuref labourreserve(MacKay, R.R.
(1999)‘Work andnonwork:a moredifficult labourmarket’,
Environment and Planning A 31,1919-1934).

2 This evaluationis beingundertakeron behalfof the Department
for Work andPensionsTwo initial NationalEvaluation‘Update’
reportshavebeenproducedo date(Hasluck,GreenandAdam
2008,20009).




claimant levels over time might be attributable to the
activities of City Strategy Pathfinders (CSPs), athough
they might also reflect changes in the wider economy or
the impact of other policies operating in CS areas. ‘' Soft’
aswell as‘hard’ outcomes are important in evaluating the
success of CS.

Initiativ es to address spatial concentrations of
worklessness

Over the years various policies and interventions have been
put in place to ameliorate spatial concentrations of
worklessness. One such isthe CSinitiative, which is part of
the UK Government’s drive to reform the welfare system as
set out in the January 2006 Welfare Reform Green Paper.3

At theheartof proposalgor reformis avision of amodern,
devolvedwelfarestatein which thereis a sharingbetween
state and communitiesof the responsibility for tackling
worklessness in Britain. A key element of this new

approachis that tackling localised pocketsof long-term
worklessness (i.e. both unemployment and economic

inactivity) requiresactionappropriateo the needsof local

areasandtheindividualswithin them.CSis aboutcreating
local partnershipsn which existing agenciesdevelopa

sharedvision, setoutin a businesglan, of whatis needed
to reduce worklessness in their area and then are

empoweredo work togetherin more effective ways by

combining and aligning their efforts behind common

prioritiesto reduceworklessnesandraiseemployment.

There are 15 CSPs in some of the most disadvantaged areas
acrossthe UK: 10in England; 3in Scotland; and 2 in Wales.
These range in size from large city-region scale CSPs (such
as Birmingham, Coventry and the Black Country; Greater
Manchester; Merseyside; and Tyne & Wear); groups of
London boroughs (in East London and West London); large
cities (defined in terms of asingle local authority area—such
as Glasgow, Edinburgh and Leicester); to CSPs covering a
smaller local authority area (such as Blackburn with
Darwen); or part of a loca authority area (in the case of
Rhyl). The CSPs were launched in April 2007, initialy for a
period of two years, but in July 2008 it was announced that
City Strategy would be extended for a further two years
from the end of March 2009.

CS is not mainly aboutnew activity. Ratherit is about
establishinga frameworkfor more effective co-operation
betweenkey stakeholdersrom the public, private and
voluntary sectors; aligning funding streams and co-

ordinating activity so as to remove unnecessary

competitionandduplicationof effort; andaddingvalueto

existing provision and delivery Hence,it is not easyto

delineatewhereCS activity beginsandends.

Moreover in the period sincethe introductionof the CS
initiative, the ongoingreform of labourmarketpolicy has
continuedapace.For instance,in Englandthe Working

3 http://mwww.dwp.govuk/welfarereform/docs/A_new_deal_for_
welfare-Empowering_people_to_wolkll_Document.pdf

Neighbourhoodd-und has beenintroducedand in some
local areasthe CSPs have been rolling forward their
activities in multi-area agreementsOther initiatives in
related policy areas, such as health, also have had
implicationsfor CS activities.

Role of Appr enticeships

There is emeping evidencethat young people may be
faringbadlyin thecurrentrecessioneitherthroughtheloss
of their jobs or strugglingto make the transition from
educationinto employment. Recentfigures from the
Office of National Statistics(ONS) showthat the number
of of peopleaged18 to 24 who hadbeenunemployedor
up to six monthsrose by almost 10% during the three
monthsto the end of November This was almost21%
higherthanayearago.

Long-term unemployment among any age group is
calamitous but amongthe youngit is especiallyso. For
thoseyoungpeopleableto relatively quickly resumetheir
careers,their currentspell in unemploymentno matter
how unwelcome may represennothingmorethana blip

in their long-term plans, but others may struggle much
morein their attemptsto find suitableemployment. This
representsa loss not only to the individual, but to the
productivecapacityto theeconomy It hasthe potentialto
hamperrecoveryfrom the currentrecessiorbecauseskill

shortage$aveslowedthe paceof recoveryfrom previous
ones,andpossiblyconstrainlongerterm growth.

Historically, governments have responded to youth
unemploymenthroughthe creationof programmessuch
asthe Youth Training SchemgYTS). Theseprogrammes
were often criticised for the lack of suitable training
opportunitiesand their tendencyto supply lower quality
employment.  With the introduction of Modern
Apprenticeshipsin 1994, governmentmade a decisive
breakwith the pastin the creationof a training scheme
linked to the needsof employers put which providedthe
apprenticewith structuredaccreditedraining.

Although not without its critics, Modern Apprenticeship is
generaly regarded as an improvement over previous youth
training schemes. It is, therefore, not surprising that the
current government has announced a boost to the
Apprenticeship programme with the provision of an
additional 35,000 places for this year. Apprenticeship is no
longer confined to young people with the introduction of
Adult Apprenticeships, but for many it is a programme
associated with the provision of initia training in a given
trade, typically associated with younger rather than older
people.

Ultimately, boosting the supply of apprenticeships is
dependent upon companies willing to take on apprentices.
At a time when many may be reducing the size of their
workforces this may be an optimistic hope, but reportsin the
Financia Times provide anecdotal evidence that some major
employers are holding on to their current apprentices and are
looking to recruit more.




Evidence from the IER’s latest report from its Net Costs of
Training series commissioned by the Apprenticeship
Ambassadors Network (AAN) indicates that the costs of
training apprentices can be recouped by the employer over a
relatively short period of time once the apprentice is fully
trained.

The study estimatedthe discountednet presentvalue
(NPV) of anapprenticdo anemployer(i.e. the sumfuture
benefitsfrom employingthe fully trainedapprenticeland
thensubtractedhe costof trainingthe apprenticérom the
NPV. Assumptionsverealsomadeaboutthe shareof the
fully trained apprentices mawginal productivity which is
capturedby the employer(ratherthanby the fully-trained
apprenticein the form of higher wages). Despitesome
sectorsrecordingrelatively high training costsover the
training period, suchas engineeringthe employeris able
to recoupthesecostsover a short spaceof time, if they
retainthefully trainedapprentice.

Over the longerterm there are substantialgains for the
employer(seeTable 2). Thereare manyotherbenefitsto
the employerfrom engagingin apprenticeshigraining,
including: a better fit betweenthe organisations skill
needsandthoseof its employeesa sourceof newideas;
supplying a cadreof skilled workers from which future
managersmay be selected;and lower labour turnover
These,and other benefits, are fully documentedin the
IER's Net Benefit to Employer Investment in
Apprenticeshiprraining study(Hasluck,Hogarth,Baldauf
andBriscoe,2008).

The importance of the study is its demonstration that
apprenticeship training pays for itself. For those employers
wavering in their support for apprenticeship training in these
difficult economic times, the study quantifies the positive
contribution of apprentices to the organization. This also
needs to be seen in the light of likely skill needs when the
economy begins to recover and the possibility of skill
shortages emerging.

The take-up of apprenticeships by employers will be
dependent upon the level of demand for their output. The
danger in such difficult times is that the decision is made

Table 2: Net Present Value of employers’ investment
in Appr enticeship training (£)

Souce:HasluckHogatth, Baldautind Briscoe(2008)

based on short-term considerations rather than alonger-term
view more appropriate to an investment. Of course, the key
question is how employers investments in apprenticeships
can be effectively supported at a time when the problem of
youth unemployment is once again on the horizon.

A longer-term perspective:Working Futur es
2007-2017

In such gloomy times it is good to take a longer term
perspective. The IER’s projections for Working Futures
were produced before the events that followed the credit
crunch fully unfolded. However, the focus is on medium to
long-term projections, 5-10 years ahead. Assuming that the
economy returns fairly quickly to itslong term growth path,
such results can provide a robust picture of likely
developments in employment and skill patterns over the
longer term.

Recent developments in financia markets and the world
economy have made it more difficult than usua to generate
reliable estimates of employment change. Over the longer
term, the key drivers of employment are expected to re-
assert themselves. In particular, technological change,
including its implications for economic, social and political
dtructures, is expected to continue to fuel globalisation and
world economic growth. Together with a number of key
domestic drivers, including demography and government
policy, will have sgnificant implications for the demand for
and supply of skills over the coming decade.

Macroeconomic conte xt

It is important to set theseresultsinto context. The
collapseof both financial and housingmarketsin the UK

and elsewherehas had a big impact on employment,as
economicactivity slowsin responseo suchglobalevents.
Producingrobusteconomicandlabourmarketprojections
in thefaceof suchuncertaintyis extremelydifficult.

Even before thesemomentousevents,rising commaodity

price inflation, including a record price for oil had resulted

in a very uncertain short-term outlook for the UK
economy Growingcompetitivepressuresespeciallyfrom

the Far East, meant that UK producers were already facing

avery difficult periodahead. The forecastassumeshata
recovery in confidence will eventually bring about
renewedeconomicgrowth in the UK, which will sustain
employmentgrowth and return the economyand labour
marketto somethindike their long-termtrendpaths.

General labour mark et prospects

Overthe longertermto 2017 employments projectedto
rise, driven by a significantincreasen populationlevels.
The long-term rate of employment growth (jobs) is
expectedo be just under0.5% p.a.,resultingin almost2
million additionaljobs overthe decadeo 2017.




I The majority of the additionaljobs are expectedo be
takenby men; althoughfemalesare also expectedto
benefit. Males are projectedto take up an increasing
shareof employmentin many parts of the economy
previouslydominatecby femaleemployment;

' The working age population and the workforce are
projectedto rise significantly;

I Labour market participation rates, defined as those
economicaly active (i.e. those in employment or
actively searchingor work) expresse@sa percentage
of theworking agepopulation(agedl6+),areprojected
to fall slightly (reflecting the overall aging of the
population,and declining trends for males offset by
someincreaseamongsfemales);

I Over the decadeas a whole, the level of claimant
unemploymen expectedo remainstable.OnaniILO
basis (i.e. those actively searching for work), the
unemploymentrate is around twice as high as the
claimant measure,but this is projectedto follow a
similar profile over time, rising and then falling, to
reacharound6% by 2017;

I Over this longer term period, for most people,
unemploymentwill remain a transitory experience,
although a minority will continue to suffer long
durationunemployment.

Sectoral prospects

Changingpatternsof employmentby sectorare largely
dominatedby longertermtrendsin the demandfor goods
and services(seeFigure 2). While the slowdownin the
economyis likely to disruptthesetrendsin the short-term,
the resultsfrom the currentsetof projectionscanstill be
usedas a useful guide to longer term developmentsin
somesectorsthe effect of the slowdownon employment
levelsoverthe next2-3 yearswill be underestimatedlhis

Figure 2: Changes in occupational sectoral
emplo yment structur e, 2007-2017

SouceWilson,Homenidouand Gambin(2008)

is likely, to affect certainpartsof the bankingandfinancial
systemaswell asconstructiorandsomeothersectors.For
mostothers,the resultsfor 2007-2017presenta plausible
picture of future developments, assuming that the
recessiornis relatively short-lived.

Employmentprospectsto 2017 also dependupon how
rapidly productivity rises in each broad sector While
productivity growth is a key element in maintaining
competitivenessand reducing costs, it also has a direct
impact on employment levels. All else being equal,
increasesn productivityimply fewerpeopleemployed.

! The primary & utilities sector (which includes
agriculture, etc and mining & quarrying; electricity,
gas & watel) is expectedto continueto experience
significantjob lossesn the nextdecade;

1 Long-termdeclinein employmentin manufacturings
expectedo continue;

1 Construction is projected to benefit from positive
featuressuchasthepublic expenditureon projectssuch
asthe Olympics, but it will be hard hit by the fallout
from the creditcrunch;

Employmentin distribution, transportetc, is projected
to increaseby over half a million jobs between2007
and2017.

1 Employmentin business& other servicesis projected
to increaseby aroundl.3 million by 2017;

! Employmentin non-marketedservicesis expectedto
increaseby aroundhalf a million between2007 and
2017(justovera! %np.a.).

Projections of employment by occupation

Changing patterns of employment by occupation are
largely dominatedby longerterm trendsrather than the
cyclical position of the economy The results from the
Working Futuresprojectionscan thereforebe usedas a
robustguideto likely future developmentin the structure
of employmenteventhoughtheeffect of the slowdownon
employment levels over the next 2-3 years may be
underestimate¢seeFigure 3).

The results take full account of the latest information on
changing patterns of occupational employment structure
from the LFS and other sources. The main trends are very
similar to those identified in earlier Working Futures
reports. In general, thereis amuch slower pace of changein
occupational employment structure expected between 2007
and 2017 than was the case over the previous two decades.

The groupsthat areexpectedo showthe mostsignificant
increase employmenbverthenextdecadg¢2007-2017)
arehigherlevel occupationsuchas:

! managers seniorofficials;
1 professionabccupations;
I associatg@rofessionak technicaloccupations;




Figure 3: Changes in occupational emplo yment
structur e, 2007-2017

SouceWilson,Homenidouand Gamhin(2008)

PersonaterviceoccupationgndSales& customeservice
occupations are the other main beneficiaries of
employmengrowth.

Administrative, clerical & secretarial occupations are
projectedo seesignificantfurtherjob lossesf around400
thousandobs,althoughthis categorywill still employover
3 million peoplein 2017.

Decliningemploymentevelsarealsoprojectedfor:
1 skilled tradesoccupations;
! machine& transporioperatives;

Elementaryoccupationsare now projectedto seea much
less rapid rate of job loss as the service sector (in
particular)generatesnore suchjobs. This polarisationof
demandor skills, with growthatbothtop andbottomends
of the skills spectrum,appearsto be an increasingly
commonfeatureacrosdevelopedconomiesOntheother
hand, the continued restructuring of the retail and
distribution sectorsappeargo be leadingto a much less
optimistic picturefor manylower level salesoccupations.

Replacement demand

Theprojectionssummarise@dbovefocuson the netgrowth
(or decline)in occupationalkemployment.Such estimates
provide a usefulindication of likely ‘gainers’and‘losers’
from employmentchange. This has traditionally been
referred to as expansion demand, athough for some
occupationst canbe negative.However employerswill
also need to replace those workers who leave due to
mortality, retirement,career moves, or related reasons.
Suchreplacementiemandcan easily outweighany losses
resultingfrom structuralchanges.

For all occupationgogetheyreplacementiemands about
6 timeslargerthanthe netchangegprojectecbetweer2007
and 2017. Over the decadethereis expectedto be a net

requirement of about 13! million job openings.
Retirementsarethe principal componenin this estimate.

Two broad groups of occupations with different patterns of
expansion and replacement demand are identifiable. For
some groups, positive replacementdemand outweighs
negative expansion demand (see Figure 4). For many others,
expected retirements will add to positive expansion demand
to create even higher net requirements for new entrants.

Figure 4: Net Requirements by SOC 2000 sub-major
group, 2007-2017 (000’s)

SourceWilson,Homenidouand Gambin(2008)

Links betw een occupational structur e and the
economic cycle

Pastexperiencesuggestdhat, no matter how severethe

shock, economies do recover from, and longer term

underlying trends are quite soon re-established Sharp
recessionsoften hastenthe existing structural changes
going on in the economy resulting in the more rapid

declineof strugglingsectorsandthebirth of newones.The

increasedinter-connectednature of the global economy
may help to hastenthis process,although there is no

precedenonwhich to basea soundjudgemenbf how ICT

will affectthe paceof recovery

Analysis of previousrecessionssuggestthat, while the
impact on employmentlevels can be quite severeas the
downturn acceleratesthe effect on patternsof labour
demandoy sectorandskill aremuchlessmarked,andthat
the underlyingtrendsin suchshaesarequite robust.

Figure 5 showsthe impact of the recessionof the early
1990son employmentlevels by occupation.This shows
strongcyclically downturnsfor manyoccupations.Figure
6 presentthe samedatabut expressedas sharesof total
employmentThis revealsa muchlessdramaticimpacton
employmentpatternswith the underlyingtrendsshowing




Figure 5: Occupational Profiles, 1987-2017

SouceWilson,Homenidouand Gamhin(2008)

Figure 6: Occupational Profiles, (Shares), 1987-2017

SouceWilson,Homenidouand Gambin(2008)

the recessiorhavingonly a modestimpact. If the current
recessiorhasa similar effect, thenthe underlying,longer
term trends that are built into the Working Futures
projectionscanbe expectedo still providea usefulguide
to longertermdevelopmentin the demandor skills.

It will, of course,be importantto monitor developments
closely andto considemvhenit is necessaryo undertakea
moredetailedreassessmeiwt how the financial crisisand
subsequenéventsin the real economyhaveimpactedon

the patternsof demandfor skills. A deepemrecessiorover
theshort-termbasedon pastexperiencanight be expected
to have a particularly hard impact on skilled trades,
elementaryccupation@ndalsomanagers.
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