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Introduction

The Warwick Institute for Employment Research (IER) has a long history of producing occupational projections. Work in this area started some 30 years ago and has been refined over time. The Institute is the sole generator of national projections and regional projections and it can also deliver projections based upon broad occupational areas that fall under the competence of bodies concerned with vocational training. It leads a pan-European occupational projections exercise an exercise coordinated by CEDEFOP. 
This paper describes the IER’s occupational projections. It then looks in more detail at the social care sector and reviews factors that might determine employment developments there. After that, the implications of the current recession for employment growth in the sector are examined. Conclusions about the sector and about the validity of the projection exercise are drawn.

The CE/IER projections model

The projection exercise is based upon forecasts from a multi-sectoral, regional macroeconomic model (RMDM) that provides a general economic scenario. This model was developed by, and is run by, Cambridge Econometrics (CE). The RMDM generates macroeconomic results that are built up from the more detailed results at sectoral and regional level. The long-term growth rate for the economy reflects the expected performance of individual industries including their rates of productivity growth and the demands for their output, domestic and international. The model is a combination of orthodox time-series econometric relationships and cross-sectional input-output relationships.1, 2
Aggregate demand is modelled in a Keynesian manner, with a consumption function and investment equations. The demand for labour is a derived demand calculated on the basis of industry-specific equations that allow relative wage rates and interest rates to affect employment and productivity growth. The model generates forecasts of employment by industrial sector, sex, status and region. Onto this the IER imposes occupational projections. These are based upon an extrapolation of trends which, themselves, reflect technological changes within the sectors.

The CE/IER modelling aims to produce an output that is consistent and systematic It is able to show how individual sector developments ‘fit together’ into an overall, economy-wide picture. At the national level, it provides projections for some 25 sectors at the level of nine broad occupational groups – with employment expressed in terms of sex and whether full-time, part-time or self-employed. Total change over the projection period is shown, and this change is broken down into that resulting from growth or expansion of the sector and that needed to replace people leaving employment due to death or retirement.
Replacement demand is always the most important component of demand – being, on average, about six times as large as expansion demand. Replacement demand can and does occur with respect to occupations and industrial sectors there net employment growth is negative as well as those where it is positive. Not considered is demand consequent upon people leaving one occupation and joining another – occupational mobility. This is justified in terms of lack of adequate data that could produce systematic an consistent projections.2  However, for those interested in numbers needing to acquire new skills, rather than merely in occupational tends, those people required to replace leavers due to occupational mobility might well be even more numerous than those required to replace leavers due to retirement.
Equivalent occupational projections are published by CE/IER for the 12 main regions of the UK. The projections look 10 years into the future although the base year is normally about two years prior to the publication year. The most recent projection was that published at the end of 2008 and covers the period 2007-2017. At that time, the first signs of the credit crunch were apparent and considerable turmoil had already been experienced across the world. The economic forecast – that the world and the UK would experience a reasonably prompt recovery and then settle down to a pattern of modest output growth with only moderate rates of inflation – now looks rather optimistic. On the other hand, CE/IER argue that longer term developments in employment by occupation are not very sensitive to the cyclical position of the economy. The uncertainties associated with the short-term effects of the credit crunch and other external economic shocks may merely depress output and employment in the short term. Longer-term changes in employment patterns, however, are thought likely to reassert themselves, if the economy were to make a reasonably rapid recovery from the negative effects of the crisis.

The social care sector

The social care sector is defined to include people providing care and help services for children and young people, adults, young people who have physical or mental health problems and the frail elderly. The last group is, quantitatively, probably the most important one.
Service consumption is financed by a mixture of the state and the individual recipients of care, including their families. A comprehensive breakdown of expenditure components and totals is difficult to obtain. According to the OECD, about 1.4 per cent of GDP is spent on long-term care services, of which about 70 percent accounts for institutional care and 30 percent for services delivered at home.3 Some two thirds of total expenditure is met by the state, the remainder by individuals and their families. Relatively little of the latter is reimbursed by private insurance policies. Care for children is met by the state in acute cases and where children are in need of special services including residence away form the parental home. Childcare services sought by individual parents can be subsidised by the state, and it has been estimated that the latter might bear up to half the total cost. In absolute terms, public expenditure on care-type services for children is about the same as for services for adults, but expenditure on these two items together accounts for only about two thirds of the expenditure made by the state for the frail elderly.4, 5, 6, 7
Although the state is a substantial source of finance for care services, it is not a major employer of care workers. Local governments are the principal employers of ‘qualified social workers’ and they are also the principal source of finance for many care services. However, the provision of most care services is contracted out – either to the voluntary/not-for-profit sector or to the private sector. This applies to residential/institutional provision, to services provided at home, and to guidance and advisory services and services that users visit. Commercial providers are particularly important in the supply of services for the elderly, where they account for between 80 and 90 per cent of all provision. Much child care is also purchased in the market, even if those making use of it are able to obtain support from the state. 

Much employment is in relatively small units. Over a quarter of workplaces in the sector have more than 10 employees. Much of this is the consequence of the importance of private residential care homes for the elderly. Many of these are single-site operations.

According to best estimates, the social care sector employs some 1.5m people. This is the equivalent of nearly five percent of the total UK workforce. The care sector workforce is heavily female and a considerable share of it – over one third – is part-time. About half of the workforce is made up of people who perform basic care and domestic help tasks.

Projections for the social care sector

The social care sector is not an identifiable element within the CE/IER projections model. The latter generates output concerning a broader sector entitled ‘health and social work’ which employs some 3,7m people – nearly one in eight of all working in the UK. However, the character of the ‘health and social work’ sector, as described in the relevant projection reports, is very different from the ‘social care sector’ which makes up a part of it. The whole sector is described as being dominated by the National Health Service, ‘one of the largest employers in Europe’, and as being made up of large workplaces – a reflection of the importance of hospitals with in the sector. Table 1 compares the health sector with the social care sector.
< Table 1: comparison of ‘health and social work sector’ and sub-sectors >

The latest occupational projection for the whole health and social work sector suggested that long-term prospects for the … sector are good, with output rising by 3 per cent per annum and employment by almost 1 per cent per annum. A number of … factors, such as the aging and increasingly affluent population, and rising expectations, are expected to lead to strong demand from consumers and the government. Merger and acquisition activity in the Health & Social Work industry is expected to continue as different segments of the health and care markets are consolidated. Efforts to improve productivity and contain costs are expected to result in employment growth of less than 1 per cent per annum over the second half of the decade, much slower than the 2½ per cent per annum seen over 1997-2007. Pertinent to the social care sector, the projection concludes: the main beneficiaries in terms of additional jobs are expected to be amongst some of the less skilled, personal service occupations. Such jobs account for about 28 per cent of the current workforce but 41 per cent of new jobs.1
Factors explaining the increase in employment in the social care sector

The CE/IER projections report recognises the importance of demography in stimulating demand for the output of the broad health and social work sector. In the UK, as in most other European countries, the share of the ‘very old’ in the population is growing faster than the share of any other demographic group. The very old – people aged 80 or more – are frequently taken as a proxy for the population potentially in need of long-term care. In the UK, their number will increase from 1.3m in 2008 to 3.2m by 2033. This is the consequence both of larger cohorts reaching old age and of members of those cohorts living longer. There is not, however, a one-to-one relationship between an increased number of older people and an increased number of frail elderly people. Whether extra years of life are good years is what counts. Evidence of the extent to which morbidity is being ‘extended’ or ‘compressed’ is unclear. A rule of thumb is that about half of all extra years are ‘good’, but this can be contested.8
Projections of the number of older people needing long-term care have been made using assumptions that the incidence of disabilities by age and sex remain constant and that patterns of living and housing develop along existing trends. On this basis, in England (which accounts for nearly 85 percent of the UK population), the number needing care is projected to rise from 2.4m to over 4m by 2033. The number with older people with more severe care needs is projected to rise from about 0.6m to rather over 1m in the same period.9, 10
The number of young children is also a determinant of demand for social care services. Their share of the population is projected to fall slightly in the next quarter of a century, but an increase in absolute numbers will nonetheless occur. Care needs are driven not merely by numbers. As relevant might be the proportion in households with a lone parent and in households where the principal parent undergoes repeated changes of partner. The number of lone-parent households group is projected to grow by 22 per cent over the quarter century from 2006. If past changes are extrapolated, demand for care services might rise faster than numbers of children.

Care services are also provided for disabled adults and for adults in ‘at-risk’ groups. Projections of the number of the former are difficult to obtain and most have been constructed under efforts to estimate future demand for long-term care. In absolute numbers, the increase might be in the order of 0.3m in the coming 20 years – up from 3.4m. Numbers of the latter might be a function of the size of at risk age groups. The number of young adults is projected to decline slightly in the coming decade before picking up again over the following decade and a half.11
Factors limiting expansion of the sector
A mere demand for services does not mean a corresponding supply. The cost structure of social care provision is such that, even if demand for services were constant, expenditure would probably rise. Care services are labour intensive and, all other things being equal, the cost of provision is driven by labour costs that are likely to increase faster than the retail price index.
The social care sector employs a large number of people earning at or only slightly above the minimum wage. Wage costs are vulnerable to increases in the latter, and these are determined by an independent commission rather than by market forces. On top of this, pension reform legislation in the UK has given employers the opportunity to participate in supplementary pension plans to which their employers are then obliged to contribute. This could well have an impact upon the cost of labour for many employers in the sector. On the other hand, because the government is, directly or indirectly, a major employer of care service workers, it has the opportunity to hold increases in labour costs to levels lower than might occur if they were set in the open market. 

As an industry providing labour services, the social care industry is vulnerable to ‘Baumol’s disease’’ – productivity increasers are difficult to achieve without a reduction in quality of output.12 At the same time, the sector is under pressure to improve quality of provision. Mandatory care standards have to be met, and these are continually being improved. Even the lowest level care workers are expected to have minimum vocational qualifications. Opportunities for productivity enhancement are referred to in UK government documents and in those produced by training bodies. Frequent mention is made of ‘tele-care’, although what this means, and what it can deliver, is not entirely clear. A desire for people to stay in their own homes rather than having to go into institutions is recognised. Provision has been restructured, and continues to be restructured, to meet this wish. However, in so far as like-for-like comparisons can be made, such provision is more rather than less labour intensive – fewer scale economies can be achieved.13, 14 This is a good example of where changing the technology of provision might enhance quality of service, but if it does, it does so at a cost. 
Cost pressures might well mean that the ‘technology of care provision’ changes in another way. It is unlikely that many governments will follow directly the OECD suggestion that costs be cut by increasing the input made by less-skilled workers and so less-costly workers. However, rather than the formal care provision being increased to meet increased demand, it might be allowed to grow only slowly.15 Insofar as this means that less formal care is available, the demand for informal care might increase. Projections that have held current ‘care technology’ constant, and that assume that formal care demands will be met at existing levels, already show that the incidence of ‘intense’ informal caring (caring for at least 20 hours per week) will have to rise.16 What is also clear is that any gap between the demand for informal care and its supply might widen.
The supply of informal care might be driven, at least in part, by the number of non-working, older women. The size of this group is likely to fall, both because the relevant cohorts will be smaller and because the share of women working or wanting to work will be larger. What is more, public policy is promoting more and longer working. Contradictions between the need for higher employment levels to support social protection systems and the costs of providing the child- and elder-care facilities that allow such working are seldom addressed. However, it is the manner of their resolution that will be one of the determinants of the future size of the social care workforce.

Other critical factors

The shape of the UK care workforce has changed considerably over recent years. Because the majority of its jobs are rather low paid, the sector has been a substantial employer of migrant labour. In the past, this led to it having a disproportionate number of ethnic minorities in its workforce. More recently, the sector has absorbed a substantial number of people from central and eastern Europe.17 There are indications that part of the high level of migrant workers is associated with relative over-qualification – for example, trained nursing staff from south east Asia have been occupying care workers’ jobs and using applications for these as a means to access the UK labour market. Making use of migrant labour has been one way in which employers in the sector have been able to hold wage costs down and to meet demand that could not be met from domestic sources. The UK government has recently imposed tighter restrictions on the ability of employers to recruit care workers from outside the European Economic Area – primarily by setting the wage for the jobs to which they can be recruited at a level higher than many employers are willing to pay. The impact of this constraint is unclear, but it is a further reminder that administrative rather than market forces determine much of how the care labour market will develop.
The CE/IER projections show a substantial replacement demand for the broad sector of health, although not as high as for all sectors. However, occupational mobility is not taken into account. In the social care sector this might be very high – especially for lower level occupations. Annual staff turnover rates in excess of nearly 22 per cent have been reported for the care sector.4
The impact of the current crisis

The employment forecast on which the occupational projections are grafted is the product of an econometric model into which initial assumptions are fed. These assumptions cover world growth and inflation rates, exchange rates and interest rates, and domestic tax rates. In addition, they include assumptions about current and capital spending by the UK government. Expenditure with respect to social care provision is a function both of local government expenditure and health service expenditure. Here the model assumed spending on local government services would continue to rise at a modest rate, but at one much slower than that of the economy as a whole. Nonetheless, it also assumed the government would meet commitments to directing an increasing proportion of public expenditure into the NHS.

Forecasting exercises cannot avoid making assumptions. Government expenditure, through a multiplier, feeds into overall demand and this, in turn, feeds through into demand for goods and services. Thus, labour demand is indirectly affected by government expenditure. However, the relationship is different when goods and services produced by sectors that are publicly financed is being considered. Government expenditure decisions have a more or less immediate impact upon employment levels. Indeed, this is recognised in the CE/IER projections report when it discusses sectors such as public administration, defence, and health and social welfare. On health and social work the report states categorically that output is dominated by the public sector’s expenditure on health care.1
In the current environment, where governments are trying to restrict expenditure, care provision is vulnerable. Although in the run up to the recent general election, the various political parties declared that they would protect schools, the health service and the police from cuts, the social care sector has not been promised any special protection. Moreover, it is widely agreed that, as yet, the size of cuts to be made has been vastly understated. Given the magnitude of the current deficit and the time-span in which it is supposed to be halved, much more drastic cuts will be necessary than any declared so far. 

One of the consequences of the current recession has been a declining demand for childcare services as job losses turn dual-earner households into single-earner households. The current recession might also have some impact on the supply of informal care services for older people and disabled adults.
Summary and conclusions
The validity of employment and occupational projections depends upon the extent to which the assumptions on which they are predicated are realistic. Previous projections by CE/IER have been found useful by labour market authorities, development agencies and bodies concerned with vocational training. In times when economies are relatively stable, and when reasonably well-established relationships prevail, their output can be accepted with some confidence. Even if some results are based on extrapolations, they are justified by the observation that any cyclical changes have been overshadowed by secular developments. They could be used as a benchmark for deliberations and the planning of future skills provision.
On the other hand, long standing relationships might no longer hold. Indeed, it is possible that some of the relationships on which many economic models relied were unsustainable and that some of the trends were illusory or without real substance. This means that the caveats appended to the projections produced at the end of 2008 are, with hindsight, inadequate. Indeed, in its most up-to-date projection for Europe, CE/IER underlines how the financial crisis of 2008, and the subsequent worldwide recession, has had a dramatic impact on all economies and labour markets… Although there are many indications that the world economy is now emerging from recession, it remains to be seen whether this is reality or a ‘false dawn’. Temporary stimulus packages could be running out of steam; unemployment trends remain positive in most countries; and public finances are in a generally parlous state; all of which could lead to a so-called ‘double dip’. Even in the best case, it is likely that growth will be weak for an extended period. The views set out here encompass that picture with the baseline case showing only a gradual recovery of employment levels for Europe as a whole.18
When sectors such as social care are considered, yet more reservations are called for. In the UK, nearly one quarter of employment is in sectors that are directly or closely dependent upon government expenditure. There might well be demographic pressure for an expansion of the care sector in the coming two decades. Whether the necessary services will be delivered and, if they are, how they will be delivered, is a very open question. Much the same argument might apply for the rest of Europe, too.
	Table 1: comparison of ‘health and social work sector’ and sub-sectors

	 
	Health and social work 
	Human health care
	Social work and care 

	share of total employment
	100%
	58%
	41%

	employment growth 1998-2007
	29%
	50%
	13%

	occupational group - column percentages

	Managers and Senior Officials
	9
	7
	12

	Professional occupations (e.g., doctors)
	12
	15
	8

	Associate Professional and Technical (e.g., nurses)
	28
	38
	15

	Administrative and Secretarial
	11
	12
	9

	Skilled Trades Occupations
	1
	1
	1

	Personal Service Occupations (e.g, care assistants)
	32
	21
	48

	Sales and Customer Service Occupations
	0
	0
	1

	Process, Plant and Machine Operatives
	1
	1
	1

	Elementary Occupations (e.g., cleaners)
	6
	6
	6

	Total
	100
	100
	100

	size of workplace - cumulative column percentages

	10 or fewer
	16
	9
	27

	fewer than 25
	35
	22
	55

	fewer than 500
	70
	53
	95

	500 or more
	30
	47
	5

	Source: own calculations various data bases
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