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Monitoring sectoral employment – main findings of study 

The recent economic downturn 

The decline in GDP during the recession has been concentrated in manufacturing and 

construction and triggered significant (though smaller) declines in basic services (distribu-

tion, hotels and restaurants, and transport). The decline in manufacturing production was 

particularly strong in Germany, while in Spain and Ireland as well as the Baltic States there 

was a pronounced decline in construction, which had expanded markedly in these coun-

tries over the years preceding the recession.  

 

Just as in previous economic downturns in the EU, the recent recession has hit investment 

goods industries (including construction) much harder than consumer goods industries, 

essentially because investment can be postponed in a way that consumption cannot; nev-

ertheless, within the latter, the production of durable goods – which are similar to invest-

ment goods in this respect – was hit hard as well. 

 

The effect on employment of the downturn differed markedly among sectors and countries 

according to the strength of the measures adopted both by employers and governments to 

preserve jobs, but also according to expectations about the pace and scale of recovery 

and the sustainability of the previous pattern of growth.  

 

Although average hours worked declined significantly in manufacturing during the worst 

period of the recession in 2009, supported by measures to preserve jobs in many coun-

tries, since then there has been a widespread increase, reflecting the reluctance of em-

ployers to take on workers in the context of a hesitant recovery and the uncertainty of 

longer-term prospects.  

 

Just as the recession disproportionately affected industry, so too the recovery was in its 

initial stages stimulated by an upturn in manufacturing as demand for investment and du-

rable goods picked up. This was especially the case for chemicals and motor vehicles 

where output began to recover strongly in the latter part of 2009 and during 2010. Value-

added in industry grew by 6% between 2009 and 2010 in the EU as a whole, considerably 

more than in other parts of the economy (in construction, value-added continued to de-

cline).  

 

In those sectors where most efforts have been made to preserve jobs – in the engineer-

ing industries and motor vehicles in particular – labour productivity at the beginning of 

2011 was below the level before the onset of recession in a number of countries. This 

could dampen the rate of job creation as and when recovery takes place since it implies 

that output could be increased without any immediate need to expand employment. 
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Employment trends in selected sectors: results from analysis of long-term devel-

opments 

Employment is strongly related to changes in value-added, though an increase in value-

added tends to be partly met by productivity growth as well as by employing more people. 

Similarly, a fall in value-added tends to be associated with a decline in productivity growth 

as well as a decline in employment, though lags in adjustment may delay the latter. 

 

The relationship between employment and real wages tends to be significant in manufac-

turing, where increases in real wages tend to reduce the growth of employment; this is not 

the case in services.  

 

In the UK, as in the US, real wages tend to adjust more quickly to changes in labour de-

mand than in Germany and France, suggesting that labour markets are more flexible in the 

former countries. 

 

There is an inverse relationship between average hours worked and the number em-

ployed, indicating in general that the more hours people work, the smaller the number em-

ployed and vice versa, so that adjustments in working time has an important effect on jobs. 

 

Investment in ICT has positive and significant effects on employment in manufacturing, 

probably working through improvements in productivity. The opposite is the case in ser-

vices, suggesting that the increasing use of ICT tends to reduce employment.  

 

After a shock, it takes up to three years for employment to return to trend levels in France, 

Spain, Belgium and the Netherlands. In the other countries, the pace of adjustment is fast-

er, at only one-and-a-half to two years on average.  

 

 

Changes in the composition of employment 

Over the recession period from 2007 to 2010, the share of jobs filled by women continued 

to increase across the EU. This, however, reflects the large job losses in manufacturing 

and construction where few women are employed. In most sectors, even in services, the 

share of jobs filled by women declined. 

 

The share of jobs filled by workers aged 55 and over has increased in most parts of the EU 

over the past ten years, reflecting a tendency for older people to remain longer in work. 

This continued to be the case over the recession period, unlike during previous periods of 

economic downturn when early retirement has been a major means of reducing work forc-

es. The main group hit by the present crisis are the young below the age of 25. 
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The proportion of the work force with tertiary education increased in all sectors over the 

years leading up to the recession; the same is true for the share of employment accounted 

for by managers and professionals. Both trends have continued over the recession period. 

 

There has been a shift from full-time to part-time jobs over the recession period, which may 

reflect uncertainty among employers over future prospects as well as the pursuit of more 

flexible organization of work. 

 

 

Employment experience in previous economic downturns  

There are some differences between previous periods of downturn in those sectors in 

which employment was most affected. In all periods, however, employment continued to 

expand in business services and hotels and restaurants.  

 

Economic crises were predominantly weathered by adjustments in hours worked to pre-

serve jobs and the know-how of the work force, thus limiting the costs of re-employment 

and training. This tendency was strongest in the 1970s, moderate in the 1980s and mixed 

in the 1990s.  

 

Value-added was generally more volatile than the number employed and hours worked. 

During the three periods of economic downturn, value-added grew only in business ser-

vices. The largest losses were observed in machinery and equipment, basic metals and 

construction in all three periods. 

 

 

Sectoral interdependencies 

For each job created by an increase in final demand in a particular sector, there are be-

tween 1.4 and 2.3 additional jobs created in the economy as a whole. Employment multi-

pliers are highest in manufacturing (especially in chemicals, electrical equipment and 

transport equipment) and are lowest in services, which need fewer inputs from other sec-

tors.  

 

Domestic employment multipliers tend to have remained broadly unchanged over the past 

15 years or so whereas international employment multipliers (the effect of growth in one 

country on employment in others) have increased markedly, reflecting the growing im-

portance of production networks and international integration.  

 

Employment creation in services is mainly a domestic process, whereas within manufactur-

ing, job creation takes place internationally (particularly in textiles, chemicals and electrical 

equipment and transport equipment). 
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Growth of demand in the EU tends to lead to significant employment creation in other 

countries, reflecting the increase in imports that it results in. This is particularly so with re-

spect to electrical equipment, textiles and chemicals, though it is also the case for each of 

those that growth of demand increases employment not only in the Member State in which 

it occurs but also in other parts of the EU. 

 

 

Measures taken to support employment during the crisis 

Measures to counter the effect of the recession on employment were implemented in all 

Member States. However, those were mainly general; relatively few responses were sec-

tor-specific, such as car scrapping schemes, which were introduced in a number of coun-

tries, and cuts in value-added tax on hotels and restaurants (in Ireland and France). But 

there has been a decentralization of pay bargaining to company level in some sectors in 

some countries (such as in basic metals or chemicals in Germany).  

 

Many countries introduced expansionary fiscal policies to stimulate demand as well as 

short-time working arrangements (mainly concentrated in manufacturing).  

 

In a number of countries, there has been an expansion of training and work experience 

programmes, recruitment incentive schemes for employers hiring new workers, support to 

business start-ups, measures to increase access to credit, pay freezes and more flexible 

working arrangements, all designed to increase employment.  

 

Young people, who have been severely affected by the recession and the lack of job crea-

tion, have been a particular target for government support, in the form of subsidized em-

ployment schemes, work placement programmes, work experience or training guarantees 

and intensified job search assistance. 
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1 Introduction 

1.1 Background and main objectives of study 

The financial crisis that started off in 2008 has had a severe and sustained impact on the 

economic situation around the world and particularly in the more developed countries such 

as the US and Europe. As has become evident recently, though there have been signs of 

recovery in 2009 or 2010, growth prospects with respect to GDP have again deteriorated 

due to increasing economic and financial uncertainty in particular countries.1 Prospects for 

employment recovery in general are therefore again less favourable, implying that one 

expects sustained high unemployment rates and little or no recovery in terms of employ-

ment levels. Additionally, the impact of the crisis itself and the period after the crisis with a 

tendency towards recovery both in terms of GDP growth and employment was quite heter-

ogeneous across the EU Member States. This heterogeneity of economic developments 

and prospects is still in place if not increasing further. Similarly, economic sectors suffered 

differently – both in terms of output and employment – from the crisis and recovered une-

venly if at all. The again unfavourable outlook for the next year and maybe the years to 

come will also show in a differentiated impact on activity and employment across sectors 

and countries.  

 

In view of these developments and the severe and seemingly long-lasting impacts of the 

crisis and its prolongation on activity and employment, a European Economic Recovery 

Plan (EERP) was put in place in November 2008 which also includes the monitoring of 

employment and the social situation. In this framework, sector-specific developments are 

analysed in the Employment and Social Situation Quarterly Review, with a special focus on 

labour market trends in the sectors reviewed.2 The present study further underpins this 

monitoring of sectoral developments over a longer time horizon and fosters the under-

standing of the sectoral implications of the crisis, the recovery phase and the medium-term 

prospects. To this end, the study aims at a systematic analysis of the longer-term devel-

opments, the interdependencies and linkages between sectors, their sensitivity to cyclical 

variations and measures undertaken, and the strategies implemented by the sectors, aim-

ing at reinforcing the employment dimension of the crisis exit and of the EU2020 strategy.  

 

In this respect the study provides a comprehensive collection of long-term analyses of key 

sectoral data across countries and in the EU as a whole, focusing on the sectoral devel-

opments and inter-dependencies between sectors. This is done, first, for a set of broad 

sectors covering a major part of the total economy and, second, for a representative set of 

detailed sectors. Attention is being paid to longer-term trends, underlying determinants 

(technological change, labour productivity, outsourcing and restructuring, offshoring), the 
                                                           
1
  See European Commission (2011), European Economic Forecast – Autumn 2011, DG Economic and Financial Affairs. 

2
  See http://ec.europa.eu/social/main.jsp?langId=fr&catId=89&newsId=1080&furtherNews=yes.  
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structures of employment (e.g. by educational attainment categories, gender, etc.), the 

effects of the crisis and overall employment strategies (e.g. flexicurity measures, work-time 

schemes) to mitigate the crisis effects. The study therefore provides: 

 an overview of historical changes in sectoral employment focusing on long-term trends 

and an assessment of their sensitivity to cyclical variations and sectoral inter-

dependencies; 

 an in-depth analysis of recent developments in sectoral employment; 

 an assessment of the direct and indirect impacts of the crisis and the measures imple-

mented to mitigate its effects on employment in selected sectors; 

 an assessment of future employment challenges acknowledging sectoral and country-

specific differentiation. 

 

Accompanying the report, a set of stylized facts (‘fiches’) across sectors and countries 

have been worked out which are presented in the form of fact sheets. A first set of synthet-

ic fiches describes the overall trends of broad sectoral aggregates comparing the EU with 

the US and Japan over a longer time horizon. A second set of sectoral fiches focuses on 

twelve selected sectors compared across a large set of countries with respect to overall 

developments and selected sectoral characteristics for the period since 1995 until before 

the crisis. A third set of country fiches finally compares broad sector developments and 

characteristics for a set of more than thirty countries, again over a longer time horizon. 

 

 

1.2 Impact of the crisis on employment across countries and sectors 

The economic crisis has had a differential effect on GDP and the demand for labour across 

the EU Member States and other countries in the world. The extent of the decline in GDP 

was particularly large in Ireland and the three Baltic States for example, and these coun-

tries have also experienced large-scale job losses. Elsewhere, however, the extent of the 

reduction in employment varies markedly, even between Member States which have expe-

rienced a similar decline in GDP, reflecting differing responses in terms of preserving jobs, 

either through accepting a decrease in productivity or by reducing hours worked or a com-

bination of both. Accordingly, while the employment rate in the EU as a whole declined by 

almost 2 percentage points (pps) between the third quarter of 2008 and the third quarter of 

2010, it declined by about 9 pps in Latvia, almost 8 pps in Estonia, just under 8 pps in Ire-

land and around 7 pps in Lithuania as well as Spain. On the other hand, the employment 

rate increased over this period in Luxembourg, Germany and Malta, even if only slightly, 

and remained much the same in Poland (see Table 1.2.1, which shows employment rates 

for population 15-64). 
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Table 1.2.1 

Employment rates (in %) 

 2007Q3 2008Q3 2009Q3 2010Q3 

Austria 72.5 72.8 72.3 72.6 

Belgium 62.1 62.6 61.4 62.0 

Bulgaria 62.7 65.0 63.1 60.6 

Cyprus 71.3 71.0 70.0 70.0 

Czech Republic 66.3 66.7 65.2 65.4 

Germany 69.9 71.3 71.0 71.5 

Denmark 77.1 78.5 76.3 73.8 

Estonia 70.2 70.4 63.4 62.1 

Spain 66.0 64.5 59.7 58.9 

Finland 71.7 72.1 69.3 69.3 

France 64.9 65.3 64.4 64.4 

Greene 61.8 62.2 61.7 59.7 

Hungary 57.7 57.3 55.5 56.0 

Ireland 70.0 68.0 61.8 60.3 

Italy 59.1 59.0 57.5 56.7 

Lithuania 66.1 65.0 60.4 58.5 

Luxembourg 64.7 63.9 65.8 66.1 

Latvia 69.0 69.0 59.8 60.6 

Malta 54.9 56.1 55.1 56.8 

Netherlands 76.5 77.5 77.0 74.9 

Poland 57.8 60.0 59.9 60.0 

Portugal 68.1 68.1 65.8 65.5 

Romania 60.5 60.5 60.4 60.2 

Sweden 75.7 75.7 72.9 74.1 

Slovenia 69.0 70.1 68.3 66.3 

Slovak Republic 60.7 63.1 60.1 59.2 

United Kingdom 71.6 71.5 69.8 70.0 

EU-27 66.0 66.4 64.8 64.6 

Source: Eurostat. 

 

In Spain the fall in GDP was the same as the EU average and the big decline in employ-

ment shows up as a significant increase in productivity over the period (see Figure 1.2.1) 

where productivity is measured as GDP per person employed. In Germany, GDP fell by 

more than the EU average (and by more than in Spain), the unchanged employment rate 

in this case reflecting a strong decline in productivity (Figure 1.2.2).  

 

The large variations across countries concerning the change in the employment rate over 

the recession, therefore, are only partly explicable in terms of differences in the scale of the 

GDP downturn. Other factors are equally if not more important, in particular, the extent to 

which jobs have been preserved by accepting a decline in productivity or by reducing 

hours worked, in part through government policy measures, such as short-time working 

schemes, in part through action taken by employers, often in agreement with trade unions3, 
                                                           
3 
 These measures are documented in the reports assembled at http://ec.europa.eu/social/main.jsp? 

catId=120&langId=en. In particular the Quarterly EU Labour Market Review (in issue Spring 2010) provides insights 

into the ongoing trends. Further studies on the effects of the crisis on the labour market are published in OECD (2009 

and 2010). 

http://ec.europa.eu/social/main.jsp?%20catId=120&langId=en
http://ec.europa.eu/social/main.jsp?%20catId=120&langId=en


8 

but also because of structural differences between the sectors. Whereas in Spain total 

hours worked declined at more or less the same rate as employment, in Germany the de-

cline in hours worked was more pronounced, pointing towards the widely applied short-

time working arrangements. 

 

Figure 1.2.1 

GDP, employment, productivity (GDP per person employed), and hours worked in Spain  

(in percentage changes compared to the corresponding period of the previous year) 

 

Source: Eurostat quarterly national accounts. 

 

Figure 1.2.2 

GDP, employment, productivity (GDP per person employed), and hours worked in Germany 

(in percentage changes compared to the corresponding period of the previous year) 

 

Source: Eurostat quarterly national accounts. 

 

The decline in GDP in 2009 in the EU-27 amounted to just over 4% according to the latest 

data available, and the latest estimate (European Economic Forecast – Spring 2011) is for 
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growth to have been around 1.8% in 2010 and just under 2% in 2011, much lower than the 

trend rate of growth before the onset of the crisis. Employment fell by just under 2% in 

2009 and is estimated to have declined by 0.5% in 2010, with only a few countries experi-

encing any growth in employment, and to grow by just 0.4% in 2011, well below the trend 

growth of around 1% a year before the recession. Overall, therefore, the employment de-

cline in the two years 2008-2010 amounts to 2.4%, equivalent to a net loss of jobs of about 

5.6 million. This, however, significantly understates the effect of the recession on employ-

ment, since, in the absence of an economic downturn, employment could have been ex-

pected to continue increasing at its trend rate, of about 1% a year. This means that the 

overall job loss relative to what would have happened if the recession had not occurred is 

at about 4.5% over those two years, or just under 10 million. 

 

Nevertheless, the job loss across the EU at present estimated is still less than initially pro-

jected at the beginning of 2009 (an overall employment decline of 4%). This is partly be-

cause the scale of the decline in GDP seems to have been less (around 2.5% over the two 

years as against 4%), but also because there were more jobs saved than anticipated, 

though as indicated above, to very different extents in the individual countries. The effect of 

the recession across sectors of activity has been equally diverse. According to the broad 

(6) sector breakdown in the national accounts, gross value-added in industry, excluding 

construction, in the EU as a whole was just over 12% lower in volume terms in the first 

quarter of 2010 than two years earlier, and the decline was much the same in construction. 

On the other hand, in public administration, education, healthcare and personal services, 

value-added at constant prices was just over 2% higher than two years earlier and in busi-

ness and financial services, only just over 1% lower. The effect on employment was simi-

larly diverse, the number in work declining by almost 11% in construction over those two 

years and by 8% in industry, in both cases signalling a decline in labour productivity as 

measured by value-added per person employed. This was also the case in basic services 

(distribution, hotels and restaurants and transport), where the fall in employment was some 

3 pps less than the decline in value-added (a decline of 2.7% as against one of 5.7%). By 

contrast, employment increased by 2.5% in public and personal services and declined by 

under 2% in business and financial services, in both cases in line with the change in value-

added. The reasons underlying this diverse experience across sectors, and the possible 

implications for future developments in the numbers employed, is one of the issues which 

will be focused on in the study, given that the full effects on employment in the different 

sectors of the decline in output relative to trend have yet to work themselves out.  

 

Much of the difference in the experience between sectors, however, has occurred within 

the broad sectors distinguished in the national accounts quarterly data. Just as in previous 

economic downturns in the EU in the early 1980s and the early 1990s, the recession hit 

investment goods industries, including construction, much harder than consumer goods 

industries, essentially because investment can be postponed in a way that consumption 
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cannot, though within the latter, durable goods are similar to investment goods in this re-

spect.4 This means, in practice, that the effect was more pronounced on the engineering 

industries, including motor vehicles, and on the sectors supplying inputs into these, as well 

as on those producing inputs for the construction industry (such as non-metallic mineral 

products, in particular) than on other parts of the economy. Accordingly, much of the focus 

of policy aimed at countering the effects of the recession was on these industries. 

 

It is, therefore, important to go beyond the broad classification of sectors to examine devel-

opments in employment at a level of disaggregation which distinguishes developments 

within manufacturing. Indeed, such a level of disaggregation is essential for understanding 

not only the effect of the recession on employment but also the international competitive-

ness of economies, which ultimately determines the rate of net job creation which can be 

sustained, and which despite the growing numbers employed in services, is dependent in 

most cases on the trade performance of particular manufactures.  

 

Moreover, since the recession has had a differential effect on employment in sectors within 

manufacturing, it is important to examine the sectoral pattern of employment change at the 

same level of disaggregation as recovery takes place. A key point of interest, therefore, is 

whether and to what extent the recession may have led to a long-term shift in the sectoral 

structure of employment, how far the jobs that were lost in the economic downturn are re-

gained as growth resumes and how far the sectoral composition of job creation in the re-

covery differs from the composition of job loss.  

 

A key objective of the study is to explore the mechanisms through which employment in 

EU economies is affected by global developments, the importance of which has been high-

lighted by the crisis, and the interrelationship between the traded goods and services sec-

tors which feature prominently in international competition and other parts of the economy 

which to a large extent are dependent on the success of the former sectors. This requires a 

systematic analysis of long-term trends in the individual sectors of the economy, disaggre-

gated appropriately to bring out the main drivers of growth in the different European econ-

omies, the interdependencies and linkages between them, their sensitivity to cyclical fluc-

tuations in activity, and their importance in the process of economic, and employment, re-

covery. In doing so, a parallel concern is to assess the effectiveness – and the longer-

terms consequences – of the various policies that have been implemented with the aim of 

maintaining employment in the face of the recession and the main elements of the sectoral 

strategies now required to support economic recovery, as well as to strengthen the resili-

ence of the economy against future global downturns. These objectives are described in 

more detail below when setting out the approach that will be followed in undertaking the 

different tasks that are part of the study.  

                                                           
4
  For an analysis of the sectoral effects of these earlier economic downturns in the EU and a comparison with the initial 

effects of the recent recession, see Stehrer and Ward (2010). 
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The study’s main objectives are therefore to present, first, an overview of changes since 

1975, as far as data allow, in the sectoral employment structure at EU and Member State 

level and in the US and Japan to serve as a point of comparison. As far as data allow, in-

formation on other European Economic Area countries (Iceland, Liechtenstein, Norway) 

and candidate countries for EU entry (Croatia, FYROM, Turkey, Serbia) are included. Se-

cond, a detailed analysis of developments in sectoral employment over recent years and 

the main underlying factors, including in particular trends in globalization and technology, is 

presented. Third, an assessment is made of the direct and indirect impact of the crisis on 

employment in the different sectors and of how employment is tending to change as re-

covery takes place, especially regarding its sectoral structure. Fourth, a summary of the 

measures implemented to mitigate the social effects of the crisis on employment and a 

more detailed review of the measures adopted in selected sectors in the different Member 

States as well as of their longer-term effects as economic recovery occurs are given. Final-

ly, fifth, an assessment is made of future challenges for employment in the individual sec-

tors, challenges that will need to be overcome as economic recovery takes place in order 

to both support recovery and ensure that there is a resumption in employment growth.  

 

The study, first, undertakes a reasonably comprehensive analysis of sectoral develop-

ments in employment across Europe over the long term and of the interrelationships that 

exist between sectors at different stages of the production chain; those interrelationships 

increasingly extend beyond national economies with the development of outsourcing and, 

more generally, the organization of production on a global, or at least European, basis. The 

impact of the crisis on the individual sectors will be analysed both in overall terms and, in 

more detail, for a representative selection of sectors. The analysis of the latter will pay par-

ticular attention to various related issues, specifically the effect of labour market institutions 

(such as the extent of employment protection legislation, collective bargaining and, more 

widely, flexicurity) and employer and job characteristics. These characteristics include e.g. 

the prevailing size structure of enterprises, the extent of foreign ownership, the skill and 

education level requirements of jobs, the division of those between men and women, the 

international environment (in particular, the process of globalization, the degree of out-

sourcing, the extent of delocalization of activity and the trends in patterns of trade that re-

sult from those developments) and the characteristics of production (such as the degree of 

capital or labour intensity, expenditure on R&D, the rate of innovation – as reflected in pa-

tent applications – and the extent of concentration, or the share of value-added accounted 

for by a small number of firms) and the way that they are tending to change over time (as 

reflected in the rate of labour productivity growth and the extent of restructuring). 
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1.3 Data sources, sector classification and selection 

The analysis will be mainly based on the EU KLEMS database (www.euklems.net); this 

database has been specially constructed from national sources to be as comparable as 

possible between countries and data from the OECD STAN database (based on ISIC 

rev. 3) and will be supplemented where necessary by data from the sectoral divisions in 

the Eurostat National Accounts (which distinguishes 60 NACE rev. 1 2-digit sectors), and 

as consistent as possible over time, and from the Structural Business Statistics (SBS). All 

four databases (though the SBS tends to be less complete for some countries) have the 

merit of containing most of the variables that are needed to carry out the analysis, including 

total hours worked to provide an indication both of changes in average hours worked (in 

combination with the total number employed) and of labour productivity, as defined in 

terms of value-added per unit of labour input. Part of the analysis in the next chapters is 

using the European Labour Force Survey data (EU LFS) which provide detailed infor-

mation on the structure of employment in several dimensions, as outlined in detail below 

(see Section 2.2). Further data from national sources will be used only as a last resort be-

cause of the likely problems of comparability with the data for other countries.  

 

At the sectoral level, the study will distinguish employment development by NACE 1-digit 

sector (i.e. in terms of the division by letter – A, B, etc. according to NACE rev. 2) with dis-

aggregation to the NACE 2-digit level for selected sectors. In practice, most of the analysis 

will be conducted in terms of sectors as defined by the NACE rev. 1.1 classification, since 

these are the only data which go back sufficiently far in time to identify trends, though these 

will be aligned with the NACE rev. 2 classification.5 The broad sector breakdown (NACE 

rev. 2) that serves as a basis for the selection of particular sectors and for which a more 

detailed analysis will be performed in the following sections is, therefore, as indicated in 

Table 1.3.1. 

 

Table 1.3.1 

Broad sector classification 

NACE rev. 2 Description 

A   Agriculture, forestry and fishing 

B  Mining and quarrying 

C   Manufacturing 

DE  Electricity, gas, water, waste, etc. 

F   Construction 

G   Wholesale and retail trade 

I   Accommodation and food service activities 

HJ   Transportation and storage; communication 

K   Financial and insurance activities 

LMN   Real estate and business activities 

                                                           
5
  Since the bases of the two classifications are different, NACE rev. 1 being based on a division according to the goods 

and services produced, NACE rev. 2 on a division according to the activity performed, it is inevitable that there will be 

differences, but, in practice, these are relatively small for most sectors. 

http://www.euklems.net/
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OPQ   Public administration, Education; Health and social services 

R-U   Other services 

 

Such a division, however, is not sufficient to bring out the main underlying trends and to 

distinguish between tradable and non-tradable goods and services, which is a key part of 

the analysis. Though there is no clear-cut distinction between those two categories of 

goods and services – and increasingly less so over time along with the development of the 

internet and the possibility of remote delivery of services – the international competitive-

ness of economies, as reflected in their trade performance, remains an essential determi-

nant of the rate of economic growth that can be sustained. It also remains the case that 

manufactures dominate international trade flows. Despite the tertiarization of economies, 

manufactures still account for about three-quarters of total exports and imports in most 

cases and, even in the EU economies for which trade in services is most developed, have 

shown only a slight tendency to decline in importance over time. Moreover, within manu-

facturing, there are major differences in specialization across economies. In order to avoid 

excessive disaggregation, these differences can be distinguished to a large extent by se-

lecting a number of industries for which trade is particularly important. These are indicated 

in Table 1.3.2 (again using the NACE rev. 2 classification). 

 

Table 1.3.2 

Detailed manufacturing sectors 

NACE rev. 2 Manufacture of ...  

CB (13-15):  Textiles, apparel, footwear, etc 

CE (20):  Chemicals 

CG (22-23):   Rubber and plastics, etc 

CH (24-25):   Basic metals and fabricated metal products 

CI+CJ (26-27):  Electronic, electrical and optical products 

CK28:   Machinery and equipment n.e.c. 

CL29:   Motor vehicles 

 

Table 1.3.3 

Selection of sectors for detailed analysis 

Manufacturing 

Manufacturing sectors 

CB (13-15):  Textiles, apparel, footwear, etc 

CE (20):  Chemicals 

CG (22-23):   Rubber and plastics, etc 

CH (24-25):   Basic metals and fabricated metal products 

CI+CJ (26-27):  Electronic, electrical and optical products 

CK28:   Machinery and equipment n.e.c. 

CL29:   Motor vehicles 

 

Construction and service sectors 

F (41-43) Construction 

G (45-47) Wholesale and retail trade 
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I (55-56)  Accommodation and food service activities 

K (64-66) Financial and insurance activities 

LMN (68-82)  Real estate and business activities 

The data included in the databases indicated above allow for these industries to be distin-

guished as well as the proximate determinants of employment to be examined and ana-

lysed, specifically value-added, labour productivity, and average working time. They also 

contain other data on the main drivers of structural changes in employment, in particular, 

investment and technological change (ICT investment) as well as productivity trends. Par-

ticular attention will be paid to the twelve sectors listed in Table 1.3.3. 

 

A point to note in relation to the data used in the study is the recent revision to the NACE 

classification of sectors which complicates the comparison of the sectoral breakdown be-

fore 2008 with that thereafter. The data available for earlier years are on a NACE rev. 1 

basis, and as they have not been revised to a NACE rev. 2 basis, the analysis will be con-

ducted largely in terms of the former. In practice, although there is a fundamental differ-

ence in the way the classification systems allocate particular activities to sectors, to a large 

extent, the results in broad terms would be little changed if the NACE rev. 2 method of 

classification were to be used instead. The trends in the division of employment between 

sectors, therefore, would be much the same under the new classification system as under 

the previous one.  

 

As far as the country coverage is concerned, for most of the analysis the intention is to 

cover all EU-27 Member States plus some of the non-EU European countries as far as 

data allow to do so, together with the US and Japan where relevant, as indicated above, 

especially in the examination of long-term sectoral trends, the sectoral effects of the crisis 

and the competitiveness of individual sectors.6  

 

The time period to be covered is partly dictated by the availability of data, which for the 

EU-15 countries means from 1975 as regards long-term developments, and for the EU-12 

countries from the mid-1990s – though for most of these and most of the candidate coun-

tries, the relevance of the situation before the transition is open to question anyway. 

 

The data and the qualitative information that will be used in the following sections have 

been indicated above. The firm intention is to rely as far as possible on EU-level sources in 

order to ensure as much comparability as possible across countries and over time, but 

data from national sources will be used where EU-level data are not available or where 

issues are examined in more depth.  

 

                                                           
6
  In Section 5 country case studies will be carried out for the 6 largest EU Member States (i.e. Germany, France, Italy, 

UK, Spain and Poland), Ireland, Finland two Baltic States (which were hit particularly hard by the recession), Croatia 

and Turkey (the largest of the candidate countries). 
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The sections in the report focus on these sectoral aggregates and also differ with respect 

to the time horizon considered. Section 2 provides a broad overview over the longer run 

(i.e. from the 1970s up to the crisis) for the broad sectors as listed in Table 1.3.1. For the 

analysis we further aggregated them up to seven broad sectoral aggregates (A, B+DE, C, 

F, G+I+HJ, K+LMN, OPQ+R-U). In the synthetic and country fiches, more detailed infor-

mation on broad sectoral developments is provided for eight sectors (A, C, F, G, HJ, I, K, 

LMN). In Section 3 the focus is on the twelve selected sectors as indicated in Table 1.3.3, 

again with detailed information provided in the sector fiches. While Sections 3.2 (Identifica-

tion of long-term trends) and 3.4 (Sensitivity of sectors to economic downturns) cover the 

long-term developments, Section 3.3 (on the composition of employment in the twelve sec-

tors) covers the period since 1995. Section 3.5 has a specific focus on the crisis period. 

Section 4 is looking at sectoral interdependencies of the twelve selected sectors (Ta-

ble 1.3.3) for time period since 1995. Finally, Section 5 provides more detailed policy 

measures, with a focus on the twelve selected sectors and on the recent crisis. 

 

Table 1.3.4 – Overview of sector classifications used in study  

Sections Sectors Time period 

Section 2 7 broad sectoral aggregates 1975-2007 

 (A, B+DE, C, F, G+I+HJ, K+LMN, OPQ+R-U)  

Section 3 Twelve selected sectors (see Table 1.3.3)  

   Subection 3.2 Twelve selected sectors (see Table 1.3.3) 1975-2007 

   Subsection 3.3 Twelve selected sectors (see Table 1.3.3) 1995-2010 

   Subsection 3.4 Twelve selected sectors (see Table 1.3.3) 1975-2007 

   Subsection 3.5 Twelve selected sectors (see Table 1.3.3) 2007-2010 

Section 4 Twelve selected sectors (see Table 1.3.3) 1995-2005 

Section 5 Twelve selected sectors (see Table 1.3.3) 2007-2010 

Synthetic fiches 8 broad sectors (A, C, F, G, HJ, I, K, LMN) 1975-2007 

Sector fiches Twelve selected sectors (see Table 1.3.3) 1995-2007 

Country fiches  8 broad sectors (A, C, F, G, HJ, I, K, LMN) 1975-2007 
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2 Long-term trends in the sectoral structure of employment 

2.1 Introduction 

In this section we provide an overview of long-term trends in employment and employment 

patterns by broad industries as well as the changes over time. We will do this, first, for sev-

en broad sectors which will be defined in more detail below and for four country groups: the 

EU-15, the US, Japan and – though only for a shorter time period – the EU-12. For this we 

mostly rely on the EU KLEMS database (release November 2009) which provides the in-

formation for drawing an overall picture and also allows for relating the trends to important 

determinants with respect to employment growth. The time span covered is from 1975 to 

2007 (though depending on data availability), i.e. the year before the ‘Great Recession’ set 

in, though with some variation concerning coverage by country. The variables that we will 

look at first are employment, value-added, hours worked and, derived from these, the 

number of average hours worked (per employed person) and labour productivity.7 

 

Specifically, the chapter provides: 

 an overview over long-term trends (1975-2007) by broad country groups and broad 

sectors concerning growth in employment, value-added, hours worked, and labour 

productivity; 

 the respective changes in the above-mentioned variables for a shorter time period 

(1995-2007), allowing for an inclusion of the EU-12 countries in the phase of the Euro-

pean integration process; 

 a discussion of the determinants of changes in employment at the sectoral level, to be 

analysed in more detail in Section 3. 

 Accompanying this study is a set of synthetic fiches covering eight of the broad sectors 

as indicated in Table 1.3.1 and developments in the EU-15 and EU-108, the US and Ja-

pan. Country-level details on sectoral developments are provided in the country fiches 

which are also accompanying this study.  

 

 

2.2 Long-term growth trends 

Table 2.2.1 shows the long-term growth rates for the EU-15, Japan and the USA for which 

longer time series are available.  

 

                                                           
7
  Detailed country and sector comparisons are provided in a set of synthetic fiches, sector fiches and country fiches in 

the appendix to this report. 

8
  The EU-10 refers to the new Member States not including Bulgaria and Romania. 
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Starting with value-added growth (which is in constant prices 1995) there is a difference of 

about half a percentage point between the EU-15 and the US and Japan, which reached 

an almost 3% growth rate in the long run. In terms of employment growth, one can see that 

this was relatively low in the EU-15 and Japan with 0.65% and 0.48% respectively, but 

relatively strong with 1.55% in the US. Looking at the actual growth of hours worked, the 

difference becomes even stronger, with the EU-15 growing only marginally (by 0.19%) and 

Japan even showing a slight long-run decline (by 0.08%). In the US growth of hours 

worked was much stronger, at 1.44%. As hours worked growth was in all cases lower than 

growth of employment, the average number of hours worked per employed person de-

creased in all three countries, however, at different rates; in the EU-15 and Japan by 

0.46% and 0.55% respectively and in the US by 0.11%. That decline in average hours 

worked is caused by various reasons such as sectoral shifts (lower shares of agriculture, 

changes in regulations with respect to working time, rising share of part-time workers). As 

a result labour productivity – measured as value-added at constant prices 1995 divided by 

the number of hours worked – increased more strongly in Japan (3.11%) and the EU-15 

(2.27%) as compared to the US (1.45%). 

 

Table 2.2.1 

Average annual growth rates (1975-2007), in % 

 Value-added Employment 

Hours  

worked 

Average hours  

worked 

Labour  

productivity 

EU-15 2.46 0.65 0.19 -0.46 2.27 

Japan 2.98 0.48 -0.08 -0.55 3.11 

US 2.91 1.55 1.44 -0.11 1.45 

Source: EU KLEMS (release November 2009), own calculations. 
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However, these long-term trends conceal some variation of developments when consider-

ing different sectors of the economies under consideration. As presented in Table 2.2.2, 

which shows the same variables as Table 2.2.1 above for the total economy, all economies 

have been characterized by uneven sectoral developments in most of the variables con-

sidered so far. For a better comparison of the sectoral patterns across countries we pre-

sent these growth rates in terms of deviations from the overall growth rates in percentage 

points in Figure 2.2.1. 

 

Table 2.2.2 

Average annual growth rates by sector (1975-2007), in % 

  Value-added Employment 

Hours  

worked 

Average hours  

worked 

Labour  

productivity 

                     EU-15 

Agriculture 1.36 -2.88 -3.10 -0.22 4.24 

Mining and utilities 1.93 -1.94 -2.37 -0.43 3.87 

Manufacturing 1.89 -1.03 -1.40 -0.38 2.92 

Construction 0.85 0.16 -0.09 -0.26 0.69 

Other market services 2.90 1.07 0.62 -0.45 1.83 

Business services 3.66 3.47 3.11 -0.35 0.19 

Public services 2.20 1.94 1.55 -0.38 0.26 

Total 2.46 0.65 0.19 -0.46 1.81 

                     Japan 

Agriculture -0.78 -3.24 -3.58 -0.34 2.46 

Mining and utilities 3.59 -1.72 -2.04 -0.33 5.31 

Manufacturing 3.80 -0.62 -0.97 -0.36 4.42 

Construction 0.09 0.67 0.22 -0.44 -0.58 

Other market services 2.82 0.89 0.05 -0.83 1.93 

Business services 4.07 3.47 2.95 -0.50 0.60 

Public services 2.68 1.93 1.30 -0.62 0.75 

Total 2.98 0.48 -0.08 -0.55 2.50 

                     US 

Agriculture 4.23 -0.64 0.14 0.83 4.87 

Mining and utilities 1.50 -0.55 -0.40 0.14 2.05 

Manufacturing 2.66 -0.92 -0.84 0.08 3.59 

Construction 0.50 2.13 2.28 0.14 -1.63 

Other market services 3.85 1.54 1.27 -0.27 2.31 

Business services 3.99 3.66 3.55 -0.10 0.33 

Public services 1.82 1.91 1.88 -0.03 -0.09 

Total 2.91 1.55 1.44 -0.11 1.36 

Source: EU KLEMS (release November 2009), own calculations 
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Figure 2.2.1 

Deviations from annual average growth rates – in percentage points 

EU-15 

 
Japan 

 
USA 

 
Source: EU KLEMS (release November 2009), own calculations. 
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Starting with employment trends, one can see that growth rates in agriculture, mining and 

utilities, and manufacturing have been negative in all three economies over the long-run 

period. Employment growth (and similarly growth in hours worked) was however strongly 

positive in services and particularly so in business services. Whereas trends in employ-

ment have been negative for these sectors, value-added was nonetheless growing at posi-

tive rates (with the exception of agriculture in Japan), but in most cases at growth rates 

below the overall trend in value-added as seen in Figure 2.2.1. There are some exceptions 

to this rule: for example, manufacturing in Japan and agriculture in the US were growing 

relatively faster. 

 

Growth rates of average hours worked (i.e. hours worked divided by the number of em-

ployed persons) are however quite similar across these broad sectors and therefore hardly 

any differences to the overall trend are visible in Figure 2.2.2. Table 2.2.3 below reports the 

levels of average hours worked as well as the changes over time in per cent. The differ-

ence between growth rates of value-added and hours worked is reflected in labour produc-

tivity growth. Therefore, labour productivity growth was above the overall growth particular-

ly in the agricultural sector and manufacturing whereas it was below the overall trend in the 

services sectors, with some exceptions such as other market services (including distribu-

tion) in the US. 

 
Figure 2.2.2 

Sectoral shares in hours worked, in %  

 

Source: EU KLEMS (release November 2009), own calculations. 

 

These trends further determine the evolution of the shares of each of these sectors as illus-

trated in Figure 2.2.2. The shares in hours worked have been decreasing quite strongly in 

agriculture and manufacturing and rising in business and public services. Hardly any 
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changes in shares are observed for construction and mining and utilities, for which the 

share is anyway quite small. There is no clear pattern of these trends in market services, 

for which shares have been rising in the EU-15 and slightly falling in the US. 
 

Table 2.2.3 

Average hours worked by sector 

        Average annual growth rates in % 

  1977 1985 1995 2006 1977-1985 1985-1995 1995-2006 

 EU-15 

Agriculture 2159 2084 2047 1986 -3.5 -1.8 -3.0 

Mining and utilities 1819 1707 1698 1629 -6.2 -0.5 -4.1 

Manufacturing 1822 1734 1709 1645 -4.8 -1.4 -3.7 

Construction 1918 1807 1814 1818 -5.8 0.4 0.2 

Other market services 1911 1846 1769 1682 -3.4 -4.2 -4.9 

Business services 1779 1735 1664 1620 -2.5 -4.1 -2.6 

Public services 1607 1533 1489 1444 -4.6 -2.9 -3.0 

Total 1833 1742 1679 1614 -5.0 -3.6 -3.9 

 Japan 

Agriculture 1942 1799 1720 1710 -7.4 -4.4 -0.6 

Mining and utilities 2097 2094 1964 1961 -0.1 -6.2 -0.2 

Manufacturing 2116 2131 1962 1973 0.7 -7.9 0.6 

Construction 2250 2227 2068 2046 -1.0 -7.1 -1.1 

Other market services 2273 2191 1960 1759 -3.6 -10.5 -10.3 

Business services 2030 2024 1843 1762 -0.3 -8.9 -4.4 

Public services 2057 2045 1837 1745 -0.6 -10.2 -5.0 

Total 2134 2097 1918 1817 -1.7 -8.5 -5.3 

 USA 

Agriculture 1716 1899 1801 2164 10.7 -5.2 20.2 

Mining and utilities 2201 2222 2302 2269 1.0 3.6 -1.4 

Manufacturing 2090 2118 2143 2128 1.3 1.2 -0.7 

Construction 1953 1989 2023 2036 1.8 1.7 0.6 

Other market services 1807 1734 1693 1666 -4.0 -2.4 -1.6 

Business services 1919 1877 1827 1844 -2.2 -2.7 0.9 

Public services 1733 1723 1730 1719 -0.6 0.4 -0.6 

Total 1865 1842 1816 1799 -1.2 -1.4 -0.9 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

2.3 Overall economic and employment patterns and changes up to 2007 

So far we have only described the developments in the long run, i.e. starting in the 1970s 

up to the mid-2000s. However, for a better understanding of the more recent patterns and 

trends in Europe as compared to the US and Japan, it is necessary to consider a shorter 

period. The situation in Europe has changed quite dramatically with the breakdown of the 

Iron Curtain in 1989 and the transition of the former communist countries to market econ-

omies which resulted in an enlargement of the European Union in 2004 and 2007 to 

27 countries. That event on top of the anyway ongoing trends has led to a strong integra-
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tion process of European countries amongst themselves but at the same time also in a 

more global sense due to increased internationalization worldwide. Therefore, in this sec-

tion we consider this more recent period for a set of four countries/country groups: EU-15, 

EU-10, Japan and the US, also providing information on internationalization tendencies, 

changes in export and import markets for these economies and the international competi-

tiveness along with an overview of important changes in regulatory frameworks in this peri-

od.  

 

In our analysis we start from the year 1995, on the one hand for practical purposes be-

cause since then consistent and comparable data are available for all countries under con-

sideration with respect to the most important variables examined in this study, on the other 

hand because 1995 marks a year when the EU was enlarged to 15 countries and most of 

the transition countries started to grow again after the transformational recession that had 

hit them at the beginning of the 1990s. The last year considered is 2007, with an analysis 

of the crisis period 2008-2010 left for a more detailed discussion in the next section.  

 

Table 2.3.1 

Average annual growth rates 1995-2007, in % 

 Value-added Employment 

Hours  

worked 

Average  

hours worked 

Labour  

productivity 

EU-10 3.46 0.06 -0.13 -0.20 3.61 

EU-15 2.38 1.20 0.86 -0.33 1.50 

Japan 1.37 -0.30 -0.76 -0.47 2.15 

USA 3.01 1.25 1.16 -0.08 1.83 

Source: EU KLEMS (release November 2009), own calculations. 

 

As shown in Table 2.3.1, value-added growth was strongest in the EU-10 countries with 

almost 3.5% over the period 1995-2007, whereas employment growth in these countries 

was almost negligible with only 0.06%, i.e. these countries have undergone a period of 

jobless growth. When looking at hours worked, these were even decreasing by -0.13% on 

average. These developments in value-added and employment are reflected (by definition) 

in a relatively high growth rate of productivity with 3.6%. The EU-15 countries have been 

growing at 2.4% and showed an employment growth of 1.2% in this period. Labour produc-

tivity growth was less than half as that in the EU-10 countries, at 1.5%. The growth rate in 

Japan was only at 1.4%, which was not high enough to keep employment at least con-

stant; the latter declined by -0.3% when measured in persons employed and by -0.8% 

when measured in hours worked. Finally, value-added in the US has grown by 3% with 

productivity increasing by 1.8%, making room for employment growth of 1.25% in terms of 

employed persons and 1.16% in terms of hours worked. 
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Table 2.3.2 

Average annual growth rates by broad sectors (1995-2007), in% 

 Value-added Employment 

Hours  

worked 

Average hours  

worked 

Labour  

productivity 

                    EU-10 

Agriculture 1.71 -1.31 -1.46 -0.15 3.27 

Mining and utilities -0.37 -3.79 -3.85 -0.06 3.70 

Manufacturing 6.67 -0.98 -1.06 -0.08 7.80 

Construction 2.44 0.13 0.02 -0.11 2.43 

Other market services 4.39 0.78 0.36 -0.42 4.03 

Business services 3.64 3.93 3.61 -0.32 0.07 

Public services 2.44 0.33 0.29 -0.04 2.16 

Total 3.46 0.06 -0.13 -0.20 3.61 

                    EU-15 

Agriculture 0.69 -1.97 -2.20 -0.23 2.97 

Mining and utilities 1.12 -1.83 -2.10 -0.28 3.32 

Manufacturing 1.90 -0.65 -0.92 -0.28 2.85 

Construction 1.40 1.50 1.51 0.02 -0.11 

Other market services 3.24 1.34 0.89 -0.44 2.33 

Business services 3.35 3.56 3.32 -0.24 0.04 

Public services 1.53 1.55 1.28 -0.27 0.26 

Total 2.38 1.20 0.86 -0.33 1.50 

                    Japan 

Agriculture -1.04 -3.29 -3.45 -0.15 2.54 

Mining and utilities 2.70 -2.81 -2.76 0.06 5.72 

Manufacturing 2.10 -2.08 -2.02 0.05 4.20 

Construction -2.33 -1.75 -1.83 -0.08 -0.48 

Other market services 0.87 -0.28 -1.21 -0.94 2.11 

Business services 2.26 2.19 1.85 -0.34 0.43 

Public services 1.72 1.46 1.01 -0.45 0.73 

Total 1.37 -0.30 -0.76 -0.47 2.15 

                    US 

Agriculture 3.30 -1.38 0.11 1.50 3.37 

Mining and utilities 0.74 -0.52 -0.52 -0.01 1.41 

Manufacturing 2.57 -1.67 -1.75 -0.08 4.40 

Construction -0.39 2.64 2.69 0.04 -2.99 

Other market services 4.03 1.15 0.98 -0.17 3.02 

Business services 4.33 2.55 2.68 0.13 1.64 

Public services 1.77 1.68 1.63 -0.05 0.14 

Total 3.01 1.25 1.16 -0.08 1.83 

Source: EU KLEMS (release November 2009), own calculations. 

 

Considering developments in broad sectors (see Table 2.3.2) growth in value-added has 

been positive in almost all cases with a few exceptions such as mining and utilities in the 

EU-10, agriculture and construction in Japan and construction in the US. This is however 

not the case for employment, for which growth rates are negative in agriculture, mining and 

utilities and manufacturing in all country groups over this period though to a varying extent. 

In Japan employment growth is also negative in construction and other market services. 

These patterns also holds when considering hours worked instead of the number of per-
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sons employed. Furthermore, in all country groups employment growth was mainly con-

centrated in business services, which have been growing at a rate of 3.9% in the EU-10, 

3.6% in the EU-15, 2.2% in Japan and 2.5% in the US. In the latter country, construction 

showed an even higher growth rate of 2.6%. Growth rates in public services have also 

been above average in the EU-15 (+1.55%), Japan (+1.46%) and the US (+1.68%). Aver-

age hours worked declined in almost all sectors of the countries considered or remained at 

least roughly constant. The only exception might be the US where average hours worked 

growth was at 1.5% in agriculture. The difference between value-added growth and hours 

worked growth is labour productivity growth, which was positive throughout the countries 

with a few exceptions (notably construction in the US). 

 

The sectoral deviations from the overall growth rates are shown in Figure 2.3.1, underpin-

ning the importance of business services in employment creation throughout the countries 

considered here as well as the strong declines relative to overall employment for agricul-

ture, manufacturing and mining and utilities. 

 

Figure 2.3.1 

Deviations in annual average growth rates of hours worked from overall employment growth, 

1995-2007 

 

Source: EU KLEMS (release November 2009), own calculations. 

 

Finally, in Figure 2.3.2 we show the overall employment shares with respect to hours 

worked in the four countries or country groups considered. This figure illustrates the clear 

dominance of other market services and public services. In the US these two sectors 

reached more than 25% and 30% respectively in 2006; in Japan, other market services 

also show employment shares of more than 30%, but pubic services have lower shares 

(22%). In the EU-15 the shares of these two sectors are about 26-27% whereas in the 

EU-10 the share of other market services is at 25% but the share of public services is low-

er, at 20%. There is a more heterogeneous pattern when considering manufacturing, 
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which accounted for about 22% in the EU-10 in 2006, for 16% in the EU-15, for about 19% 

in Japan and 12% in the US. In all countries employment shares in manufacturing were 

declined over the period considered.  

 

Figure 2.3.2 

Sectoral shares in hours worked (in %) 

 

Source: EU KLEMS (release November 2009), own calculations. 

 

Similarly, the shares of hours worked in agriculture range from 13% in the EU-10 and 

slightly less than 5% in the EU-15 and Japan to about 2% in the US. In all countries the 

shares of business services have increased most, from 6% to 10% in the EU-10, from 12% 

to 16% in the EU-15, from 11% to 15% in Japan and from 16% to nearly 20% in the US. 

Hours worked in the construction sector accounted for about 7% in the EU-10, EU-15 and 

the US and for about 10% in Japan.  

 

 

2.4 Drivers of changes in value-added and employment structures 

Having described these patterns, one has to think about the drivers of such changes that 

seem to have a rather common pattern across country groups. Indeed, when looking at 

individual countries, one would also find similar developments though these might be shift-

ed in time and occur more or less rapidly. There are several factors that may explain these 

broad shifts in the structure of output and employment which we focus on. In simple terms, 

employment in a particular sector is determined by the level of output (or value-added) and 
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labour productivity. In terms of growth rates this simply implies that employment growth 

depends on labour productivity growth and value-added growth. Thus, one has to think 

about these two components first individually but also in which way these might be interre-

lated. This latter aspect makes it much more complex to analyse employment changes 

over time: for example, while labour productivity growth implies lower demand for labour 

(for a given level of output), higher labour productivity growth may also imply higher growth 

rates of the sectoral outputs (due to price effects or international specialization effects) and 

thus generate employment.  

 

In a recent study (European Commission, 2009b) a detailed assessment of various per-

formance indicators (growth of value-added, employment, and productivity, profitability and 

international trade) and the underlying sectoral growth drivers are discussed in detail. 

Among these growth drivers the study included macroeconomic conditions, demand-side 

factors, inputs for production processes, innovation indicators, market structure and open-

ness indicators. Basically, the study supports the expectations, e.g. that higher long-term 

interest rates, high exchange rates and implied tax rates and large government deficits are 

significant barriers to growth also at the sectoral levels (when compared across countries). 

Further, relative price levels and changes (themselves driven by productivity changes and 

costs of production along with product market conditions) affect sectoral output patterns, 

i.e. in sectors facing faster price increases, growth rates tend to be lower. There is further 

evidence that innovation performance and accumulation of resources (ICT capital and ed-

ucated labour in particular) is conducive to growth. Competition measures (such as high 

turnover rates, higher degrees of openness in international trade and lower firm concentra-

tion) also show a positive relation to growth. Evidence for individual sectors however re-

veals that the impact of such drivers tends to be quite differentiated and thus requires a 

detailed industry-level assessment. Finally, the study also highlights a great deal of differ-

ences across countries and country groups (either in comparison of the EU-15 to the 

EU-12 or to the US). Particularly, for some less developed countries one would expect a 

sector-specific catching-up process depending on the initial productivity gap but also on 

country- and sector-specific conditions such as the availability of resources (e.g. skilled 

labour) and effects of foreign technology spillovers (driven by foreign direct investments for 

example). This can particularly be seen for the EU-12 countries, which have been charac-

terized by large initial productivity gaps along with a relatively highly qualified workforce 

that enabled them (or at least some countries) to specialize in high-tech manufacturing 

industries and attract foreign direct investment inflows in these industries, contributing fur-

ther to productivity growth. 

 

As argued above, employment changes are somewhat more complex: on the one hand, 

productivity changes have a positive effect on sectoral performance in terms of value-

added growth and thus on employment, but on the other hand this also implies a negative 

effect due to the factor-saving nature of technical change. At the broad sectoral level ana-
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lysed above, the shift in employment shares towards manufacturing seems, first, to be 

driven by a combination of lower growth in value-added combined with strong differences 

in productivity growth rates. Both agriculture and manufacturing sectors show below total 

economy value-added growth rates, which might be explained by a relative decline in de-

mand (e.g. higher income implies that a larger proportion of it is spent on services) and a 

shift of the production structure towards more service inputs (together with a trend towards 

outsourcing of service activities). Furthermore, these sectors are characterized by above-

average productivity growth rates due to technical innovations and scale effects. Services 

industries in general and business services in particular are characterized by below-

average productivity growth rates but above-average value-added growth rates, which 

broadly explains the shift in employment patterns towards these sectors. On top of that, a 

country’s place in the international division of labour and the changes therein certainly play 

an important role that has to be studied at a more detailed country level.  

 

Furthermore, in the process of reallocation of workers across sectors, worker mobility is an 

important aspect, particularly in the case of rapid changes or economic crises. Such transi-

tions (including job-to-job flows, unemployment-to-job flows, and out of labour force-to-job 

flows) which themselves are affecting overall and sectoral productivity might be affected by 

overall employment regulations. These transitions and flows were studied in detail, for ex-

ample, in European Commission (2009a) and OECD (2010). Both studies find that more 

stringent employment protection legislations has a negative impact on worker reallocation 

though also pointing towards negative welfare aspects of fluctuations. These results are 

broadly in line with other studies (often at the country level). Finally, the effect of product 

market regulations has been studied in less detail though there is evidence that product 

market deregulations tend to raise labour reallocations in the industries concerned (see 

OECD, 2010). 

 

 

2.5 Summary 

This section provided an overview of sectoral developments with a focus on employment 

and hours worked. As developments in employment levels and industrial structures are 

determined by sectoral developments with respect to output and value-added growth, 

technological change and labour productivity, these indicators have been considered as 

well. The predominant pattern is that in all cases employment declined in agricultural, min-

ing and manufacturing sectors whereas positive employment growth is only observed in 

services sectors, and mainly so in business services. This pattern is in line with the broad 

trend towards tertiarization of the advanced economies. With respect to overall employ-

ment patterns, the largest shares are in manufacturing, other market services and public 

services, ranging between 15% and 30% though with differentiation across countries. The 

fastest growing sector in this categorization is business services, which accounts for 

15-25% of employment in the country groups considered. Based on this broad picture both 
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in empirical terms and the discussion of underlying factors and their complex interaction, 

the next chapters focus on developments in the twelve detailed sectors selected (see Ta-

ble 1.3.3) providing a more detailed picture of historical developments, driving factors and 

sensitivity to economic cycles as well as the effects of the recent crisis on employment 

levels and patterns. 
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3 Quantitative sectoral analyses 

3.1 Introduction 

Having discussed longer-term trends at a broad sectoral level and in large countries, we 

now focus on the twelve selected sectors from various points of view. This focus on a lim-

ited number of sectors allows for considering patterns and changes in employment over 

time in more detail, covering the long-term trends and sectoral sensitivity to economic 

downturns on the one hand and a detailed account of employment characteristics on the 

other hand. Further, the respective changes over the crisis that started in 2008 are dis-

cussed. This section is accompanied by a set of 12 sector fiches providing more infor-

mation on the respective patterns and characteristics across countries.  

 

Particularly, this chapter therefore goes as follows: 

 First, in Section 3.2, we present the most important trends for the twelve selected sec-

tors (see Table 1.3.3) regarding employment, value-added, productivity and hours 

worked. A much more detailed comparison across countries for each of these sectors is 

provided in the accompanying sector fiches. 

 In this section we then proceed to identify long-term trends in the sectoral division of 

labour, starting with a quantitative analysis of the main factors explaining these trends 

and the return to trend level in case of economic fluctuations applying error-correction 

modelling. 

 Second, in Section 3.3, we give a detailed overview of the changes in the composition 

of employment in the twelve selected sectors, drawing on detailed data from the EU La-

bour Force Survey (EU LFS) over the period 1995-2009 (and from 1997 or 1998 for 

most of the EU-12 countries).  

 In Section 3.4 we analyse the sensitivity of the different sectors in previous economic 

downturns comparing business cycles in the 1970s, 1980s and 1990s for EU countries, 

the US and Japan in a comparative manner.  

 Section 3.5 provides an analysis of developments during the recent crisis, with a focus 

on employment.  

 

 

3.2 Identification of long-term trends 

3.2.1 Trends and patterns in selected sectors 

Before discussing the econometric results we provide a brief overview of the trends and 

patterns of these selected sectors with a focus on employment similar to the analysis pro-

vided in Section 2 on the broad sectors. For a more detailed assessment over the longer 

run and a comparison across countries, the set of sector fiches can be consulted. Ta-
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ble 3.2.1 shows the average growth rates for employment, value-added (in real terms), 

hours worked and labour productivity for these selected sectors. Results are presented for 

the EU-15, Japan and the US. Regarding employment, one can see that the growth rates 

are negative for the manufacturing sectors, particularly so for textiles (CB), while they are 

positive for the services sectors. This is in line with the findings in Section 2. In all cases it 

was employment growth in real estate and business activities (LMN) that was particularly 

high, with more than 4% in all cases. Generally, in the US growth rates of employment in 

the services sectors tend to be higher as compared to the EU-15 and Japan. These find-

ings are also confirmed when considering hours worked. Employment shifts were mostly 

driven by differences in growth rates of labour productivity which tend to be higher in 

manufacturing sectors as compared to services sectors. Especially Japan and the US ex-

perienced quite high growth rates of labour productivity in the electronics sector (CI+CJ). 

Wholesale trade (G) and real estate and business activities (LMN) show the highest growth 

rates of labour productivity within the services sectors considered.  

 

Table 3.2.2 provides the same evidence for the shorter time period from 1995 which allows 

for including the EU-12 countries as well. In this case somewhat distinct patterns are found 

when comparing the country groups. As before, growth rates in textiles (CB) are again 

quite negative in all countries. Further, some other manufacturing industries show more 

pronounced employment losses in the US and Japan. For example, employment growth 

rates tend to be more negative in most industries – particularly so in chemicals and elec-

tronics – in Japan but also in the US. For the average EU-15 countries this pattern is differ-

ent as these small positive growth rates. EU-12 countries are also showing strong negative 

growth rates in chemicals (CE) and machinery and equipment (CK28). Employment growth 

is however again strongly positive in the services sectors in almost all cases with the ex-

ception of Japan (apart from business activities). Again, similar patterns are found when 

looking at hours worked instead of employment. It seems however that over this shorter 

period the relative importance of labour productivity growth and value-added growth is less 

clear when looking across countries and sectors. This might be driven by various potential 

drivers of employment growth as discussed above, notably changing trade patterns in 

manufacturing but also in services with the integration of EU-12 countries and emerging 

countries like China and India as well as the diffusion of ICT technologies which also in-

creased productivity in service sectors.  

 

These differences in employment growth rates also imply changes in the sectoral structure 

of employment. In Table 3.2.3 we therefore show these shares for some years. In size 

terms the most important sectors are wholesale and retail trade (G) with around 15% in all 

countries considered, real estate and business activities (LMN) which amounts to more 

than 10% and up to 14% in 2005 in EU-15, Japan and the US. The share of the latter is 

however much lower in the EU-12 with about 8%. Particularly the share of real estate and 

business activities was increasing quite strongly with wholesale and retail trade showing a 
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more stagnant share. Another important sector in terms of employment is construction (F) 

which amounts to about 7% in the US and EU-12 and up to almost 10% in Japan in 2005. 

The other sectors selected here are rather smaller with accommodation and food service 

activities (I) and financial and insurance activities (K) showing shares of about 5% (and 2-

3% in EU-12) and the manufacturing industries of around 2% or even less. 

 

Table 3.2.1 

Average annual growth rates (in %), 1975-2007 

   Employment 

Value  

added 

Hours  

worked 

Labour  

productivity 

EU-15 CB Textiles, apparel, footwear, etc. -3.62 -0.39 -3.69 3.30 

 CE Chemicals -0.49 4.25 -0.77 5.01 

 CG Rubber and plastics, etc. -0.21 2.99 -0.43 3.42 

 CH Basic metals and fabricated metal products -0.41 2.64 -0.53 3.17 

 CI+CJ Electronic, electrical and optical products -0.20 5.49 -0.37 5.87 

 CK28 Machinery and equipment, n.e.c. -0.23 2.77 -0.42 3.19 

 CL29 Motor vehicles -0.52 2.76 -0.69 3.45 

 F Construction 0.83 1.83 0.69 1.14 

 G Wholesale and retail trade 1.20 3.20 0.73 2.48 

 I Accommodation and food service activities 1.98 2.20 1.44 0.76 

 K Financial and insurance activities 2.11 4.65 1.74 2.91 

 LMN Real estate and business activities 4.22 4.20 3.94 0.26 

Japan CB Textiles, apparel, footwear, etc. -3.43 -1.99 -3.92 2.27 

 CE Chemicals -0.87 5.19 -1.14 6.36 

 CG Rubber and plastics, etc. -0.34 1.38 -0.75 2.51 

 CH Basic metals and fabricated metal products -0.87 0.99 -1.23 2.31 

 CI+CJ Electronic, electrical and optical products -0.06 10.59 -0.34 10.99 

 CK28 Machinery and equipment, n.e.c. -0.26 5.99 -0.61 6.71 

 CL29 Motor vehicles 0.69 5.60 0.40 5.38 

 F Construction 0.63 -0.01 0.18 0.22 

 G Wholesale and retail trade 0.61 3.57 -0.39 4.13 

 I Accommodation and food service activities 2.02 0.39 0.99 -0.39 

 K Financial and insurance activities 0.84 4.53 0.57 4.07 

 LMN Real estate and business activities 4.52 3.81 3.87 0.16 

USA CB Textiles, apparel, footwear, etc. -4.51 -0.85 -4.38 3.53 

 CE Chemicals -0.92 2.14 -0.94 3.07 

 CG Rubber and plastics, etc. -0.07 2.25 -0.07 2.32 

 CH Basic metals and fabricated metal products -1.20 0.71 -1.13 1.84 

 CI+CJ Electronic, electrical and optical products -0.80 11.28 -0.58 11.86 

 CK28 Machinery and equipment, n.e.c. -1.09 0.33 -0.99 1.33 

 CL29 Motor vehicles -0.65 1.47 -0.63 2.10 

 F Construction 2.03 0.32 2.17 -1.85 

 G Wholesale and retail trade 1.32 3.99 1.08 2.91 

 I Accommodation and food service activities 2.57 2.58 2.23 0.35 

 K Financial and insurance activities 1.89 3.68 1.96 1.72 

 LMN Real estate and business activities 4.25 3.97 4.08 -0.11 

Note: Growth rates for EU-15 are averages over countries. 

Source: EU KLEMS, own calculations. 
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Table 3.2.2 

Average annual growth rates (in %), 1995-2007 

   Employment 

Value  

added 

Hours  

worked 

Labour  

productivity 

EU-12 CB Textiles, apparel, footwear, etc. -5.77 -2.09 -5.77 3.66 

 CE Chemicals -2.37 4.45 -2.29 6.77 

 CG Rubber and plastics, etc. 0.89 8.95 0.86 8.14 

 CH Basic metals and fabricated metal products 0.69 7.30 0.71 6.62 

 CI+CJ Electronic, electrical and optical products 1.15 9.27 1.19 8.15 

 CK28 Machinery and equipment, n.e.c. -2.32 6.42 -2.22 8.66 

 CL29 Motor vehicles -0.95 7.94 -0.86 8.77 

 F Construction 2.24 4.31 2.14 2.24 

 G Wholesale and retail trade 1.95 5.71 1.92 3.87 

 I Accommodation and food service activities 2.24 1.22 1.98 -0.69 

 K Financial and insurance activities 1.58 4.69 1.67 3.06 

 LMN Real estate and business activities 4.91 4.86 4.52 0.39 

EU-15 CB Textiles, apparel, footwear, etc. -4.49 -1.92 -4.32 2.40 

 CE Chemicals -0.50 3.18 -0.79 3.97 

 CG Rubber and plastics, etc. 0.32 2.83 0.13 2.70 

 CH Basic metals and fabricated metal products 0.62 3.22 0.61 2.61 

 CI+CJ Electronic, electrical and optical products 0.04 7.02 -0.09 7.12 

 CK28 Machinery and equipment, n.e.c. 0.48 3.71 0.40 3.31 

 CL29 Motor vehicles 0.39 4.42 0.42 4.00 

 F Construction 2.57 2.79 2.58 0.20 

 G Wholesale and retail trade 1.57 3.64 1.23 2.41 

 I Accommodation and food service activities 2.46 2.28 2.01 0.27 

 K Financial and insurance activities 1.18 4.87 0.98 3.88 

 LMN Real estate and business activities 4.73 3.76 4.63 -0.87 

Japan CB Textiles, apparel, footwear, etc. -7.53 -7.57 -8.04 0.47 

 CE Chemicals -1.61 1.17 -1.69 2.86 

 CG Rubber and plastics, etc. -2.00 0.38 -2.25 2.63 

 CH Basic metals and fabricated metal products -1.94 0.14 -1.66 1.80 

 CI+CJ Electronic, electrical and optical products -2.51 8.57 -2.40 10.97 

 CK28 Machinery and equipment, n.e.c. -0.93 4.45 -0.60 5.05 

 CL29 Motor vehicles 0.37 4.18 0.99 3.19 

 F Construction -1.78 -2.39 -1.86 -0.53 

 G Wholesale and retail trade -0.60 0.69 -1.74 2.43 

 I Accommodation and food service activities 0.40 -0.20 -0.80 0.60 

 K Financial and insurance activities -1.47 1.22 -1.39 2.61 

 LMN Real estate and business activities 2.56 2.76 -0.20 0.93 

USA CB Textiles, apparel, footwear, etc. -7.56 -4.01 -7.40 3.39 

 CE Chemicals -1.93 1.91 -2.17 4.08 

 CG Rubber and plastics, etc. -1.00 0.82 -1.09 1.91 

 CH Basic metals and fabricated metal products -0.76 0.55 -0.83 1.38 

 CI+CJ Electronic, electrical and optical products -2.08 13.06 -2.34 15.41 

 CK28 Machinery and equipment, n.e.c. -1.42 1.55 -1.56 3.11 

 CL29 Motor vehicles -1.17 2.54 -1.41 3.95 

 F Construction 2.58 -0.47 2.62 -3.09 

 G Wholesale and retail trade 0.81 4.19 0.67 3.52 

 I Accommodation and food service activities 2.05 2.71 2.01 0.70 

 K Financial and insurance activities 1.14 4.25 1.28 2.97 

 LMN Real estate and business activities 2.91 4.21 3.05 1.15 
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Note: Growth rates for EU-15 are averages over countries. 

Source: EU KLEMS, own calculations. 

Table 3.2.3 

Employment shares (in %) 

   1975 1985 1995 2005 

EU-12 CB Textiles, apparel, footwear, etc.   4.1 2.4 

 CE Chemicals   1.1 0.8 

 CG Rubber and plastics, etc.   2.0 2.2 

 CH Basic metals and fabricated metal products   2.9 2.9 

 CI+CJ Electronic, electrical and optical products   1.9 2.4 

 CK28 Machinery and equipment, n.e.c.   2.5 1.8 

 CL29 Motor vehicles   1.4 1.5 

 F Construction   7.2 6.9 

 G Wholesale and retail trade   14.7 16.0 

 I Accommodation and food service activities   2.3 2.7 

 K Financial and insurance activities   1.7 2.0 

 LMN Real estate and business activities   4.9 7.6 

EU-15 CB Textiles, apparel, footwear, etc. 4.1 3.1 2.2 1.3 

 CE Chemicals 1.5 1.3 1.1 0.9 

 CG Rubber and plastics, etc. 2.2 1.9 1.8 1.5 

 CH Basic metals and fabricated metal products 3.9 3.2 2.7 2.5 

 CI+CJ Electronic, electrical and optical products 2.7 2.5 2.1 1.7 

 CK28 Machinery and equipment, n.e.c. 2.8 2.5 2.0 1.8 

 CL29 Motor vehicles 2.3 2.0 1.6 1.4 

 F Construction 9.1 7.6 7.9 8.2 

 G Wholesale and retail trade 14.2 15.4 15.7 15.4 

 I Accommodation and food service activities 3.3 3.9 4.6 5.2 

 K Financial and insurance activities 2.3 2.9 3.1 2.9 

 LMN Real estate and business activities 4.4 6.2 9.4 13.1 

JPN CB Textiles, apparel, footwear, etc. 3.5 3.0 2.2 1.1 

 CE Chemicals 0.9 0.7 0.7 0.6 

 CG Rubber and plastics, etc. 2.3 2.3 2.1 1.8 

 CH Basic metals and fabricated metal products 3.4 3.1 2.8 2.5 

 CI+CJ Electronic, electrical and optical products 2.8 4.0 3.5 2.9 

 CK28 Machinery and equipment, n.e.c. 2.5 2.4 2.2 2.1 

 CL29 Motor vehicles 1.9 2.0 1.8 2.1 

 F Construction 10.0 9.5 11.2 9.9 

 G Wholesale and retail trade 19.0 18.8 18.0 16.2 

 I Accommodation and food service activities 5.5 6.4 7.0 7.1 

 K Financial and insurance activities 2.4 2.9 3.0 2.6 

 LMN Real estate and business activities 3.7 6.1 8.3 11.5 

USA CB Textiles, apparel, footwear, etc.  1.8 1.3 0.5 

 CE Chemicals  1.2 1.0 0.7 

 CG Rubber and plastics, etc.  1.4 1.3 1.0 

 CH Basic metals and fabricated metal products  2.5 2.1 1.6 

 CI+CJ Electronic, electrical and optical products  3.1 2.3 1.5 

 CK28 Machinery and equipment, n.e.c.  1.7 1.4 1.0 

 CL29 Motor vehicles  2.3 1.9 1.4 

 F Construction  6.1 5.9 7.1 

 G Wholesale and retail trade  17.1 16.5 15.6 

 I Accommodation and food service activities  5.0 5.2 5.7 

 K Financial and insurance activities  4.4 4.4 4.5 

 LMN Real estate and business activities  9.6 12.1 14.6 
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Source: EU KLEMS, own calculations. 

3.2.2 Theoretical background, data and econometric strategy 

In the following we aim to identify underlying long-term trends and underlying determinants 

in the sectoral division of employment up to the onset of the recession and carry out a 

quantitative analysis of the main factors underlying these in order to assess their relative 

importance and gain an understanding of the processes at work. In the previous section 

we already presented a broad overview of the relevant variables which has to be consid-

ered and the more complex relationships when focusing on employment rather than 

growth of value-added (see Section 2.4). Furthermore we apply a framework not only 

providing evidence for long-term relationships of determinants on labour demand but also 

to assess the role of fluctuations around the long-run trend. The analysis here focuses on 

the twelve selected detailed sectors (see Table 1.3.3).9 

 

The concern in this section will be to identify trends and determinants in employment and 

related aspects over the longer period. In particular, it will focus on labour and therefore 

examine developments in working time, labour productivity and average labour costs and 

wages as well as the number employed at sector level over this period in the twelve sec-

tors selected for detailed study. The analyses undertaken will be based on the same da-

taset as above (see Section 1.3). As dictated by the availability of data, in particular infor-

mation on capital in the EU KLEMS database, the analysis has to be restricted to seven-

teen countries including twelve old EU Member States (Austria, Belgium, Germany, Den-

mark, Spain, Finland, France, Ireland, Italy, Netherlands, Sweden, and UK) together with 

US and Japan for which longer time series are available and three new Member States 

(Czech Republic, Hungary and Slovenia) for which however only shorter time series are 

available. Results are therefore less reliable for these countries. 

 

These changes will be related to the growth of employment including the extent to which 

fluctuations in value-added are accompanied by counterpart fluctuations in labour produc-

tivity, and the implications for employment over both the long-term and during the econom-

ic cycle. For this also productivity changes and wage changes (and therefore implicitly tak-

ing unit labour costs into account) as well as changes in average hours worked will be ex-

amined in order to identify any long-term trends and the extent to which employment varies 

in line with fluctuations in output as well as the way that it is affected by changes in other 

determinants mentioned above. In addition, an attempt will be made to assess the effect 

on employment of structural labour market reforms and institutional changes in general, 

which would be expected to operate through productivity and labour costs and through 

these on the growth of value-added and the demand for labour. The difficulty here is both 

in identifying the changes in question and the time which they took effect and in quantifying 

them in terms of their relative importance, as well as their differential impact, if any, across 
                                                           
9
  The sector fiches in the appendix provide a detailed descriptive overview of patterns and trends of the relevant 

variables in these sectors. 
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sectors. Institutional variables will also be included in the analysis to try to pick up the effect 

of labour market reform, though this is not straight-forward given their nature. Particularly 

we use OECD indicators of Employment Protection Legislation (EPL) and their inclusion as 

explanatory variables will be explored along with other possible measures which might be 

constructed from the information available on the reform process in different countries (see 

OECD, 2004, and Boeri and Garibaldi, 2010, for a discussion on recent developments). 

 

Given the complex relationship between these variables and their interrelated nature and 

the various determinants of labour demand, and of changes in the number employed once 

account is taken of changes in average hours worked, can be analysed in more detail us-

ing regression methods. In more detail the aim is to estimate labour demand equations 

where labour demand, in terms of both levels and growth over time, depends on output, 

import penetration, ICT and non-ICT investment capturing embodied technical change and 

labour costs, as well as changes in these in the case of the growth of labour demand over 

time. In addition we include measures of the EPL indicators and various dummies covering 

country and sector specific effects (like technical change and country specific characteris-

tics). The variables included will be lagged appropriately; to capture adjustment costs we 

will also include a lagged dependent variable. Further, the specifications will be tested at 

the level of industries as defined above which provides industry specific effects across 

countries. 

 

The data in principle provide a panel with dimensions of country, sector and years and so 

allow advanced econometric methods to be used. When estimations are performed in lev-

els this requires to take into account the lagged dependent variable which requires using 

dynamic panel methods procedures to avoid biased and inconsistent estimates. After a 

first screening of data and some econometric test it was decided that there is a great deal 

of heterogeneity across countries and sectors – in line with the study on sectoral growth 

drivers (see European Commission, 2009b) - which renders is doubtful whether pooling 

across countries or sectors is a useful econometric strategy. Furthermore, the identification 

of long-term trends should be combined with an assessment to which extent sectors return 

back to these trends in the course of fluctuations and cycles at the sectoral level which is 

the focus of this study. For these reasons we finally decided to estimate a so-called error 

correction model (ECM) for each country and sector pair individually which first takes ac-

count of the heterogeneity and further allows to assess the speed at which sectors return 

to ‘normal’, i.e. long-term trend after a shock. 

 

To examine these issues we present below estimates of labour demand equations for up 

to 17 countries and 12 industries for which data allow us to do so. The approach adopted 

follows the approach outlined by Pierluigi and Roma (2008), which involves the estimation 

of fairly standard labour demand functions (see for example Morgan, 2001; Mourre, 2006). 

As opposed to much of this literature, however, Pierluigi and Roma look to exploit the time 
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series variation in the data through the use of cointegration techniques along with an error 

correction model to model the short-run dynamics of labour demand. Of particular interest 

for this project are the results from the short-run error-correction model and in particular the 

results on the speed of adjustment to shocks. 

 

Pierluigi and Roma (2008) note that labour demand equations are widely studied in empiri-

cal economics, with the long-run specification for labour demand being obtained from the 

first-order conditions for a profit-maximizing firm. These first-order conditions lead to a long-

run labour demand specification in which employment depends upon a constant, upon 

output and real wages, and upon trend technological progress. Following the terminology 

of Pierluigi and Roma (2008) this can be shown by assuming a CES specification for the 

production function, two factors of production and constant returns to scale with labour 

augmenting technological progress. The production function can thus be written as: 

 (1) 

where  is output,  is labour,  is capital,  is an index of the level of technology,  

is the labour intensity of production and  is the elasticity of substitution between efficien-

cy units of labour  and capital.  

The first-order condition from the firm’s profit maximization problem under the assumption 

of perfect competition can be written as: 

  (2) 

which equates real compensation per employee to the marginal productivity of labour. 

From this equation one can obtain an expression for labour demand as: 

  (3) 

This relates labour demand to real wages, output and labour augmenting technical pro-

gress. An important point to note from this equation is the coefficient of unity on log output. 

We do not impose this in our analysis below.  

 

Given this result the starting point for our analysis is a long-run labour demand equation of 

the form: 

 (4) 

where  refers to the level of employment,  is value-added,  is real wages, 

 is the capital-output ratio,  is the share of ICT capital in the total capital stock, 

 is the log of average hours worked and  is a time trend. Relating this specifica-
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tion to equation (3) VA is our measure of output10, while ICT is included to measure labour-

augmenting technical as is the time trend (following Pierluigi and Roma, 2008). In addition 

to these variables and the real wage we also include a measure of the capital-output ratio 

and a measure of hours worked to control for differences in the ‘utilization’ of labour across 

time11, which could arise due to institutional changes in working hours as well as labour 

market reforms that increase the flexibility of temporary and part-time jobs. 
 

In addition to this specification we also estimate additional specifications that include a 

measure of net trade ( ) and an index of employment 

protection (EPL) taken from OECD to consider the effects of trade and labour market insti-

tutions on labour demand respectively. The measure of net trade is included to capture 

possible effects of globalization, which may work via a competitiveness effect.12 Labour 

market variables are further considered since one would expect that policy measures that 

affect the (relative) cost of labour would have an impact upon labour demand. 

 

Equation (4) is estimated for each country and sector separately. Consistent with most 

studies considering such aggregate time series we observe that our dependent and ex-

planatory variables are non-stationary. The non-stationarity of our variables leads to the 

possibility that any regression results we obtain may be spurious (Granger and Newbold, 

1974). It is common in the literature to assume the existence of a long-run cointegrating 

relationship however. We test whether the results we obtain are spurious or if we have a 

cointegrating relationship, by testing whether the residuals from estimating equation (4) are 

stationary (Engle and Granger, 1987). In the case of finding a cointegrating relationship 

between labour demand and our explanatory variables we can interpret the results we ob-

tain as a long-run (equilibrium) relationship between variables. Moreover, in this case we 

can proceed to model the short-run dynamics of labour demand using an error-correction 

model. This short-run error-correction model is justified in this setting due to the existence 

of adjustment costs, which results in a slow response of employment to shocks (Nickell, 

1986; Hammermesh and Pfann, 1996).13 An expression for the short-run ECM representa-

tion of labour demand is given by including the lagged residuals of equation (4) in a differ-

enced specification of equation (4): 

                                                           
10

  In their analysis Pierluigi and Roma (2008) include a measure of trend output in their model, since this equation is 

meant to capture the long-run. 

11
  Alternatively, we could use data on the number of persons employed and the average hours worked to obtain a 

measure of employment in terms of hours worked, which could then be used as our dependent variable. 

12
  In future work we may consider expanding this by considering more direct measures of offshoring for example, which 

have been shown to impact upon labour demand (see OECD, 2007; Hijzen and Swaim, 2007). 

13
  These results are not yet reported in the interim report.  
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 (5) 

Of particular interest in this regression is the estimate of , which gives an estimate of the 

speed of adjustment to shocks, i.e. how quickly employment returns to trend after a shock, 

which will be discussed below in more detail.  

 

3.2.3 Results from the econometric analysis 

The two regression equations are estimated for each country and industry using the two-

step procedure of Engle and Granger (1987). With seven manufacturing and five service 

industries and up to 17 countries there are a large number of coefficients to present. The 

results of the regressions both for the long-run and short-run for each sector and country 

are presented in the appendix. Here we begin discussing results from the long-run specifi-

cation given by equation (4) before considering the results from the short-run error-

correction model given by equation (5).  

 

Long-Run Results 

As already mentioned above the coefficients tend to be quite heterogeneous across coun-

tries which renders it difficult to draw any firm general conclusions from this. For the same 

reason it is not justified to estimate the relationships in a panel set-up which would force 

the coefficients to be the same across countries (by sector). Tables A3.1A-A3.1L report the 

long-run results for each of the twelve sectors, with each table reporting results for each of 

the seventeen countries separately. Given the large number of coefficients estimated in 

these tables it is difficult to draw any general conclusions from the results, especially since 

there is a great deal of heterogeneity in the results across both sectors and countries. This 

large degree of heterogeneity indicates that the use of panel data methods, which would 

provide a single parameter estimate for each variable for all countries and sectors, is in 

appropriate. Despite this we will identify some trends in the coefficients in these tables. In 

some cases this heterogeneity is driven by the fact that for some countries (particularly 

including the Eastern European countries) time series are rather short which together the 

particularity of the time period considered. 

 

Considering initially the coefficient on the log of value-added (our measure of output) we 

observe across the tables that the coefficients tend to differ significantly from the restriction 

in equation (3) of a unitary elasticity between output and employment. While the coeffi-

cients tend to be positive as expected they also tend to be less than one, though there are 

notable exceptions where the coefficient is greater than one. The coefficients tend to be 

smaller when considering Textiles, Apparel, Footwear, etc (NACE CB (13-15)) and the 

service sectors (sectors F through LMN), as well as in countries such as Japan and the 

Czech Republic. Coefficients tend to be larger for some of the smaller European econo-
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mies such as Belgium, Ireland, Finland and Spain, though again there are significant dif-

ferences across industries. Considering some of the larger economies in the sample we 

tend to observe that the coefficients on output tend to be relatively small for Japan and 

larger (but below one) for some of the larger European countries such as Germany and the 

UK, as well as the USA. 

 

Turning to the long-run relationship between employment and real wages we observe a 

distinct difference in results for manufacturing versus service sectors. In the case of manu-

facturing we tend to observe negative coefficients on the real wage variable that tend to be 

significant, while for services the coefficients are more mixed and are usually insignificant. 

In terms of the manufacturing industries the coefficients tend to lie between -0.5 and -1.0, 

though there are a considerable number of exceptions where the coefficient is less an 0.5 

in absolute value and a smaller number of cases where the coefficient exceeds 1.0 in ab-

solute value. Once again, the coefficients are often relatively large (in absolute value) for 

some of the smaller European countries such as Belgium, Denmark and Finland. In terms 

of the larger countries in our sample the coefficients tend to be small for Japan and rela-

tively large for the UK and the USA, with the coefficients for Germany and France often 

found to be between these two extreme cases. 

 

The coefficients on the capital-output ratio are particularly difficult to summarize. While 

often being significant the coefficients are found to take on both positive and negative val-

ues, both across sectors for the same country or across countries for the same sector. This 

is true for the larger countries in our sample as well as the smaller ones. This pattern also 

emerges in both manufacturing and service industries, though there are relatively few sig-

nificant coefficients for the machinery and equipment sector. This result is might reflect that 

an increase in capital per output on the one hand has labour-saving effect in that it in-

creases productivity and thus tends to have a negative effect on employment whereas on 

the other hand it also means an expansion of capacities. The results on the ICT share are 

also difficult to summarize, though a few interesting patterns emerge. We tend to find 

across sectors (again with some notable exceptions) negative and significant coefficients 

for large European countries such as Germany and France (as well as other smaller na-

tions). This is also the case for the UK and the USA (again with exceptions), but for Japan 

a different pattern emerges. In particular, the coefficients tend to be positive and significant 

when considering manufacturing sectors, but turn negative and significant when consider-

ing service industries. 

 

Finally, the coefficients on hours worked tend to be negative as one would expect, indicat-

ing that the more hours people work on average the lower the number of people employed. 

The coefficients are however often insignificant, though when they are significant the coef-

ficients tend to be large (greater than one) in absolute value. 
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Short-Run Results 

In tables A3.2A-A3.2L we report the corresponding results from estimating the short-run 

error-correction model. Each table reports the results from estimating the model on a par-

ticular sector for each country separately. The results are again not straightforward to 

summarize so we attempt to identify some general trends, concentrating in particular on 

the error-correction (i.e. speed of adjustment) coefficient. 

Beginning with the change in value-added we observe that the results are quite similar to 

those reported for the long-run, with positive (and significant) coefficients generally found 

across countries and sectors, indicating that employment follows a pro-cyclical pattern. The 

coefficients are often found to be relatively large for some of the smaller European coun-

tries, such as Ireland, Finland, Hungary and Spain. Coefficients also tend to be relatively 

large for larger European countries (i.e. France and Germany) and even more so for the 

UK and the USA. Coefficients tend to be smaller for Japan, indicating that the adjustment 

of employment to changes in output is generally smaller in Japan than in Europe and the 

USA. Coefficients are also found to differ across sectors being relatively small in chemi-

cals, financial and insurance activities and motor vehicles, and relatively large in textiles, 

apparel and footwear, construction, accommodation and food service activities and real 

estate and business activities. 

 

Turning to the coefficients on the change in real wages we generally obtain negative coef-

ficients that are often significant. In terms of the relative size of the coefficients across 

countries and sectors we tend to find a similar pattern to that for the change in value-

added. In particular, we tend to observe that the coefficients are relatively large in Europe-

an economies and the USA when compared with Japan. This is true for many of the small-

er European countries such as Belgium, Finland and Ireland, while for others (e.g. Austria, 

Czech Republic, and Slovenia) the coefficients tend to be more variable with negative, 

positive and insignificant effects found. The coefficients for the USA and UK are often 

found to be larger in absolute value than those for Germany and France. The results sug-

gest therefore that the USA and UK have a higher degree of labour market flexibility 

measured by the reaction of labour demand to changes in real labour costs, followed by 

European economies, with Japan having a relatively low degree of labour market flexibility. 

 

The coefficients on the capital-labour ratio are highly variable across countries and sectors 

with positive and negative coefficients found, often being insignificant. It is difficult therefore 

to draw any inference from the coefficients on this variable therefore. This is also true for 

the ICT share, where positive and negative coefficients are again found. In this case how-

ever, we tend to find more positive and significant effects when considering the manufac-

turing sector than significant negative effects. This indicates that changes in ICT use show 

a tendency in many manufacturing sectors and countries to increase the level of employ-

ment, possibly as a result of productivity improvements following the increased use of ICT. 

The results for the service sectors are somewhat different with negative coefficients tend-
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ing to be found when significant, suggesting that the increasing use of ICT in service sec-

tors has had a negative ‘technology’ effect on employment in services. The coefficients on 

hours worked tend to be negative, significant and relatively large in size. This indicates the 

importance of adjustments in hours worked to changes in the level of employment across 

countries and sectors. 

 

Table 3.2.4 

Convergence coefficients from regression analysis 

 CB CE CG CH CICJ CK28 CL29 F G K LMN Median 

AT -0.47 -1.02 -0.75 -0.45 -0.50 -0.34 -0.60 -0.79 -0.49 -0.37 -0.42 -0.49 

BE -0.54 -0.34 -0.33 -0.20 -0.76 -0.22 -0.35 -0.46 -0.48 -0.38 -0.16 -0.35 

DE -0.49 -0.20 -0.52 -0.49 -0.69 -0.52 -0.48 -0.24 -0.39 -0.42 -0.53 -0.49 

DK -0.57 -0.96 -0.48 -0.50 -0.87 -0.70 -0.68 -0.54 -0.48 -0.38 -0.32 -0.54 

ES -0.34 -0.20 -0.03 -0.11 -0.48 -0.31 -0.19 -0.80 -0.60 -0.46 -0.23 -0.31 

FI -0.37 -0.58 -0.56 -0.16 -0.59 -0.45 -0.33 -0.70 -0.80 -0.18 -0.59 -0.56 

FR -0.34 -0.20 -0.41 -0.60 -0.72 -0.41 -0.02 -0.27 -0.20 -0.18 -0.57 -0.34 

IT -0.39 -0.20 -0.58 -0.37 -0.45 -0.48 -0.40 -0.51 -0.24 -0.17 -0.46 -0.40 

JP -0.68 -0.66 -0.90 -0.25 -0.52 -0.51 -0.52 -0.30 -0.34 -0.23 -0.74 -0.52 

NL -0.31 -0.53 -0.29 -0.24 -0.69 -0.31 -0.81 -0.53 0.00 -0.21 -0.51 -0.31 

UK -0.49 -0.68 -0.55 -0.20 -0.31 -0.51 -0.06 -0.51 -0.92 -0.11 -0.47 -0.49 

US -0.83 -0.29 -0.76 -0.69 -0.25 -0.61 -0.89 -0.69 -0.54 -0.27 -0.24 -0.61 

 -0.48 -0.43 -0.54 -0.31 -0.55 -0.47 -0.44 -0.52 -0.48 -0.25 -0.46  

 

 

Finally, we turn to the coefficients on the error-correction term which give an estimate of 

the speed of adjustment to shocks. The coefficients on the error-correction terms tend to 

be negative and significant across countries and sectors as expected, indicating the im-

portance of out of equilibrium dynamics in labour demand equations. The coefficients are 

often found to be largest in smaller European countries such as Slovenia, Sweden, Hunga-

ry and the Czech Republic with values being larger than one in absolute terms. For some 

of these countries only a small number of observations are available in the time series, 

however, and thus these findings are not reliable. Table 3.2.4 presents the numbers for the 

convergence coefficients with the medians across countries and industries. These coeffi-

cients tend to be lowest for France, Spain, Belgium and Netherlands with median values of 

0.3 and 0.35 in absolute terms. Thus in these countries it takes longer for employment to 

return to the trend level if employment is driven away from this. The other countries tend to 

have larger values around -0.5 and even -0.6 as in the case of US. Thus, in broad terms, 

whereas in the latter group of countries it takes about 1.5 to 2 years to return to trend it 

takes up to 3 years in the former group of countries. This might be related to overall labour 

market institutions, adjustment in hours worked, etc. over the time period considered. But 

one can also see a somewhat distinct pattern across the twelve industries considered 

here. The coefficients tend to relative low (in absolute terms) in basic metals and fabricated 

metal products (CH) and financial and insurance activities (K) in which it therefore tends to 
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return to trend level takes longer. In the other sectors the return to trend is somewhat faster 

with coefficients of around -0.5 and thus about 2 years. Again there are strong differences 

across countries. A more detailed analysis and explanation of these results would require 

investigating the country and sector specific factors, as well as the nature of the shocks 

(e.g. technology, trade, etc.), especially as we look at a rather short time span here, and a 

potential asymmetry of these (e.g. shocks which push labour above trend might have dif-

ferent implications as those which push labour below trend). Another important point in this 

respective analysis is to investigate whether sectors on a declining trend behave differently 

as compared to sectors on a rising employment trend.  

 

Other variables  

As argued above a number of other variables capturing the countries’ or sector’s position in 

the international environment and employment specific regulations might be important in 

determining the demand for labour. Including these variables on trade and employment 

protection legislation (EPL) as mentioned above did not change these results a lot. Fur-

thermore, the inclusion of these trade and labour market measures results in a relatively 

large reduction in the number of observations (with only between 16 and 20 observations 

being available as the EPL index is starting only later) making inference less reliable. Fur-

thermore the sample of countries is restricted to eleven EU countries and Japan for which 

the EPL indicator is available in a longer time-series and we only consider the seven 

manufacturing sectors for which trade plays an important role. Moreover, the lack of varia-

tion in the employment protection index EPL index results in few significant effects of la-

bour market institutions on labour demand. 

 

We report results of this exercise in Appendix Tables A.3.2.3A-A.3.2.3G for the long-term 

and A.3.2.4A-A.3.2.5G for the short term results. In general, the results from these addi-

tional models result in insignificant coefficients on the trade and labour market variables, 

though in the small number of cases where the coefficients are significant they tend to be 

negative in the case of trade and positive in the case of the employment protection index. 

Significant results are often found for larger countries like Germany, France and Japan. 

The negative effect of trade might point towards a competitiveness effect for these coun-

tries – either in terms of productivity or within-sectoral specialization - as larger net exports 

are negatively related to labour demand. For smaller countries which tended to be more 

open this plays a less important role. With respect to the employment protection legislation 

the positive coefficient points towards less flexibility in the labour market (having a positive 

employment effect but might have negative overall productivity effects). This variable is 

again mostly significant for larger countries having experienced some labour market re-

forms (e.g. German and Japan) or higher levels of employment protections like France.  
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3.3 Changes in the composition of employment in the twelve sectors selected, 

1995-2010 

3.3.1 Overall sectoral developments 

The focus here is on the way that the work force employed in the sectors selected for study 

has tended to change over recent years in terms of:  

 the gender composition 

 the division between different broad age groups  

 the general skill levels, as indicated by educational attainment 

 the broad occupational breakdown 

 the relative importance of self-employment 

 the extent of fixed-term contracts of employment and of part-time working 

 the degree to which it is made up of migrants.  

 

The concern is both to examine the apparent trends up to the onset of the recession in 

2008 and the changes which have occurred since then, to see which groups of workers 

were most affected by the downturn in economic activity and how far they are being fa-

voured as the recovery takes place. 

 

The twelve sectors have different characteristics in terms of the activities they involve, the 

skills they require and the extent and nature of competition they face in global markets. 

These all have implications for the work force they employ and the changes which have 

occurred in the pattern of employment over recent years. 

 

Textiles, clothing and footwear (NACE CB, termed Textiles in the rest of this section) is a 

declining industry in the EU in terms of both value-added and employment, reflecting the 

labour-intensive and relatively low-skilled nature of many of the activities involved in the 

manufacturing process. The decline, however, is not universal across Member States. In a 

few of the EU-12 countries which have entered the EU since 2004, the industry has ex-

panded over recent years precisely because of its labour-intensive nature and the compar-

ative advantage which low wages give to the countries concerned.  

 

The Basic metals and fabricated metal products industry (NACE CH – termed Basic met-

als) is also a declining industry in the EU, at least in terms of employment, though again 

not in a number of the EU-12 countries. Much the same applies to Machinery and equip-

ment (NACE CK28 – termed Machinery) and Electronic, electrical and optical products 

(NACE CI+CJ – termed Electronics). Both involve a wide range of products (in the case of 

Electronics, for example, extending from Transformers to electric lighting, mobile phones 

and precision instruments), which lend themselves to varying degrees to automation. La-

bour-intensive parts of the production process, particularly those involving assembly lines 
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in the Electronics industry, have increasingly been located in low wage economies, with a 

significant part of production in the EU shifting from EU-15 countries to the EU-12.  

 

Both Chemicals (NACE CE) and Rubber, plastics and other non-metallic mineral products 

(NACE CG – termed Rubber and plastics) have tended to experience more stable employ-

ment developments, with their share of overall employment falling only slowly, while the 

Motor vehicles industry (NACE CL29) is very much divided into mass-produced volume 

cars, for which labour costs are a major factor in competiveness, and high-end specialist 

vehicles, for which engineering sophistication and expertise is of key importance, as well as 

the manufacture of components, where increasingly computerization is becoming important.  

 

Construction (NACE F) is also a labour-intensive sector where many activities involve rela-

tively low skill levels, at least in terms of education requirements, but one which has tended 

to be a source of net job creation in many countries, in the more advanced economies as 

well as the less developed ones, since it is an activity which needs to be performed at the 

location concerned, at least up to a point.  

 

Much the same applies to the Wholesale and retail trade (NACE G - Distribution) and Ac-

commodation and food services (NACE I - HORECA), which have equally tended to be sec-

tors of employment growth across the EU, though less so in recent years in the case of the 

former in more developed economies, in particular, with the growth of supermarkets.  

 

Financial and insurance (NACE K – Financial services) also tends to be a source of net job 

creation in the less developed economies but not in the more developed ones, with the 

spread of computerization and the relocation of labour-intensive back office activities to low 

wage cost countries. Real estate and business activities (NACE LMN – Business services), 

which also involve a great many different kinds of activity (ranging from professional ser-

vices and consultancy to cleaning), requiring a range of education and skills levels, have 

been a major source of employment growth right across the EU for many years . 

 

It should be noted that the analysis in this section is based entirely on the European La-

bour Force Survey maintained by Eurostat and relates to the 12 sectors defined on a 

NACE rev. 2 basis. This has involved the adjustment of data for the years before 2008 

when the change in classification was made from NACE rev. 1 basis to NACE rev. 2 one in 

order to make the series consistent over the period being examined, which is predominant-

ly 2000 to 2010. The figures for employment in the 12 sectors, and the characteristics of 

employment examined, therefore, might differ from those published by Eurostat which are 

based on the NACE rev. 1 sectoral classification (see Box 3.3.1 for a brief description of 

the adjustment method used). 

 

Box 3.3.1 – Adjusting the data from a NACE rev. 1 to a NACE rev. 2 basis 
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The data for the years before 2008, when the LFS data for all countries have been published on a 

NACE rev. 2 basis, are adjusted to the latter primarily by using the data for 2008 which Eurostat has 

also made available on a NACE rev. 1 basis. The detailed figures for the characteristics of employ-

ment examined here – gender, age, educational level, occupation and so on of those employed – 

have therefore been provided by Eurostat on both bases so that a link can be made between the 

two and an adjustment correspondingly made to the data for earlier years to convert them to a 

NACE rev. 2 basis on the implicit assumption that the correspondence between the two classifica-

tion systems remains constant. This effectively means that the proportion of employment in particu-

lar NACE rev. 1 sectors which are included as part of a NACE rev. 2 sector remains unchanged over 

the period being examined – i.e. between 2000 and 2008. While this is an heroic assumption, in 

practice, the degree of error which is likely to result from it for most sectors is very small, simply be-

cause there is a relatively close correspondence in practice between the two systems, in the sense 

that over 95% of those employed in a particular NACE rev. 2 sector are classified to one NACE 

rev. 1 sectors and in most cases the other 5% or so are classified predominantly to another single 

sector. The main problem sectors are is Business services, which as defined under NACE rev. 2 

encompasses a few NACE rev. 1 sectors, though mostly one sector at the 1-digit level, and Chemi-

cals, which is more narrowly defined under NACE rev. 2 than NACE rev. 1, the sectors concerned 

being difficult to distinguish in the former system at the level at which data are available. 

The further problem is that for a few countries, 5 in all – Ireland, Sweden, Bulgaria, Poland and Slo-

venia – data are not available for 2008 on the two classification bases. For these countries, there-

fore, the average correspondence between the two systems has been used for adjustment purpos-

es, the average for the EU-15 countries being used for the Ireland and Sweden and the EU-12 aver-

age for the other three countries. For these countries, therefore, the adjustment is more problematic 

and more liable to error than for the others. Nevertheless, for the country aggregates which are the 

focus here, this is likely to have at most a minor effect on the results. 

 

3.3.2 Division of employment between men and women 

Figure 3.3.1 provides the shares of jobs filled by women for years 2000, 2007, 2009 and 

2010 with the detailed figures shown in Table 3.3.1. Men predominate in the work force in 

most of the manufacturing sectors covered. In Basic metals and Machinery, they account 

for over 80% of the total employed in the EU and in Motor vehicles, for close to 80%, while 

in Rubber and plastics, they make up 75% of employment, in Chemicals, 70% and in Elec-

tronics, 67%. Only in Textiles do women make up a majority of the work force, accounting 

for just over two-thirds of the total in employment (Table 3.3.1).  
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Figure 3.3.1 

Share of jobs filled by women in selected sectors in the EU, 2000-2010 

 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

Table 3.3.1 

Share of jobs filled by women in selected sectors in the EU, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-27             % Total employed     Percentage point change 

Total 43.2 44.5 45.3 45.4 1.4 0.9 

Textiles, clothing 67.2 68.4 69.4 67.4 1.2 -1.0 

Chemicals 27.4 29.7 30.2 29.9 2.3 0.3 

Rubber, plastics 26.4 25.2 24.6 24.6 -1.2 -0.6 

Basic metals 17.1 16.1 16.5 15.9 -1.0 -0.2 

Electronics, etc. 33.7 33.8 32.0 32.6 0.1 -1.2 

Machinery 18.2 18.0 18.0 17.4 -0.2 -0.7 

Motor vehicles 19.1 21.2 19.9 22.1 2.1 0.9 

Construction 9.5 9.0 8.9 9.0 -0.6 0.0 

Distribution 48.1 48.7 48.8 48.7 0.6 0.0 

HORECA 53.8 55.5 55.3 54.5 1.7 -1.0 

Financial services 49.7 51.3 51.4 49.8 1.7 -1.5 

Business services 46.7 48.1 48.1 47.9 1.4 -0.2 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

In Construction, men have an even larger share of jobs than in manufacturing, accounting 

for over 90% of the work force. The four service sectors covered employ a more even 

number of men and women, with women making up just under half of the work force in 

Distribution – though much more than half in the retailing part of this – and Business ser-

vices (with again very different proportions in different sub-sections of the sector), while in 

Hotel and restaurants (HORECA), they account for just over half and in Financial services 

for more or less precisely half. 
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These proportions vary in some degree across the EU, especially in some industries be-

tween the EU-15 and EU-12 countries, partly reflecting the nature of jobs performed. In 

particular, in Electronics, where many of the jobs in the EU-12 are on assembly lines, 

women account for almost half of employment (as against only just under 30% in the EU-

15), while in Motor vehicles, where the same applies, they make up nearly 40% of those 

employed (as compared with just under 20% in the EU-15) (Table 3.3.2 – it should be not-

ed that in this table as elsewhere in this section, the figures for EU-12 exclude Poland, the 

largest country, which tends to dominate the totals for employment in the EU-12; this is 

because no data by detailed sector are available for Poland before 2004 and it is, there-

fore, excluded from the aggregate to ensure the totals are consistent over time and shown 

separately instead). By contrast, in Textiles, women make up over 80% of total employ-

ment in the EU-12, as against just over 60% in the EU-15 where more of the production 

involves higher tech products. (In Portugal, where there is also a concentration on basic 

products, women make up well over 70% of the work force.) 

 

In the four service sectors, there is also some difference in the share of employment ac-

counted for by women between the EU-15 and EU-12 countries, with women filling more of 

the jobs in the latter in Distribution (around 56% as against 48% in the EU-15), HORECA 

(59% as against 54%) and, most especially, in Financial services (65% as against 48%), 

where in the EU-15, routine jobs comprise a smaller proportion of the total.  

 

There has been only a limited tendency for the share of women to increase in the industrial 

sectors across the EU-27. Only in Chemicals, Motor vehicles and, to a lesser extent, in 

Textiles, did the share of women increase significantly over the period 2000-2007 before 

the onset of the recession. In three of the manufacturing industries (Rubber and plastics, 

Basic metals and Machinery) as well as in Construction, the share of women was tending 

to decline before the onset of recession, i.e. over the period 2000-2007. This was true in 

both the EU-15 and EU-12, while in the EU-15, the share of women in Textiles also de-

clined over the period 2000-2007.  

 

Indeed, in marked contrast to the trend in the EU-15, the overall share of women in total 

employment in the EU-12 has fallen since 2000 and this is a true of Poland as of the other 

countries. This, in some degree, reflects the adjustment to the situation before the transi-

tion when in the former Communist regime, everyone, women as well as men, were ex-

pected to be in paid employment except for the period following child-birth.  

 

In Electronics, however, there was also an increase in the share of jobs filled by women in 

the EU-12 before the recession, which was especially the case in Poland (from 2004 on at 

least). This contrasts with the reduction which occurred in the EU-15, which might reflect 

the changing nature of activities in the two groups of countries, as indicated by the occupa-

tional structure of employment noted below. 
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In contrast to industry, there has been a clear tendency for the share of women to increase 

in services, at least in the EU-15 countries. This is less clear in the EU-12, where in the 

countries excluding Poland, the share of jobs filled by women declined slightly over the 

period 2000-2007 in Distribution, while in Poland, the share of women declined in Financial 

services.  

 

Over the recession period from 2007 to 2010, the share of jobs filled by women continued 

to increase across the EU as a whole (by 1 percentage point), though again this was pre-

dominantly in the EU-15 and to a large extent reflects the shift in the structure of employ-

ment over the period and, in particular, the large job losses in industry coupled with a much 

smaller decline in jobs in services, if any decline at all. In the EU-15, therefore, the share of 

women increased in only two sectors, Chemicals and Motor vehicles. The impression 

gained, therefore, of jobs for men being lost and jobs for women being preserved seems to 

be entirely a consequence of the sector incidence of the recession. Within individual sec-

tors, women seem to have been affected more than men. 

 

Table 3.3.2 

Share of jobs filled by women in selected sectors in the EU-15 and EU-12, 2000-10 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15             % Total employed Percentage point change 

Total 42.6 44.4 45.3 45.4 1.8 1.0 

Textiles, clothing 61.4 59.7 61.3 59.2 -1.6 -0.5 

Chemicals 26.2 28.8 29.2 29.1 2.6 0.3 

Rubber, plastics 24.3 23.6 23.0 23.0 -0.8 -0.5 

Basic metals 15.9 15.5 15.8 15.3 -0.4 -0.2 

Electronics, etc. 31.6 30.4 28.5 29.1 -1.2 -1.3 

Machinery 17.3 17.4 17.6 17.0 0.1 -0.4 

Motor vehicles 17.3 17.8 16.4 19.0 0.5 1.2 

Construction 9.5 9.1 9.0 9.1 -0.4 0.0 

Distribution 47.2 47.8 47.9 47.6 0.6 -0.1 

HORECA 53.1 54.7 54.6 53.9 1.5 -0.7 

Financial services 48.4 50.0 50.0 48.3 1.6 -1.7 

Business services 46.7 48.1 48.2 47.9 1.4 -0.3 

EU-12 excl. PL      

Total 46.4 45.3 45.5 45.6 -1.0 0.3 

Textiles, clothing 80.3 82.6 82.7 81.4 2.3 -1.2 

Chemicals 35.7 35.8 37.2 36.6 0.1 0.8 

Rubber, plastics 37.7 33.0 31.5 31.9 -4.7 -1.2 

Basic metals 22.8 19.1 19.9 19.0 -3.7 -0.1 

Electronics, etc. 45.8 47.6 46.2 46.9 1.8 -0.7 

Machinery 24.3 22.3 21.1 20.1 -2.1 -2.2 

Motor vehicles 33.5 39.6 38.1 37.6 6.1 -2.0 

Construction 9.8 8.3 8.6 8.3 -1.5 -0.1 

Distribution 54.9 54.6 54.3 55.5 -0.3 0.9 

HORECA 59.2 62.6 61.1 59.4 3.5 -3.2 

Financial services 65.5 66.7 65.7 65.0 1.2 -1.7 
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Business services 46.7 47.5 47.8 48.0 0.8 0.5 

Poland*      

Total 45.3 44.9 45.0 45.2 -0.4 0.3 

Textiles, clothing 78.3 75.6 77.2 77.3 -1.1 0.1 

Chemicals 42.2 35.4 35.7 35.6 -6.7 0.2 

Rubber, plastics 23.7 26.0 24.9 25.2 2.2 -0.8 

Basic metals 14.6 13.6 13.5 14.4 -0.9 0.7 

Electronics, etc. 40.7 45.4 42.8 44.9 4.7 -0.5 

Machinery 17.6 16.5 18.0 16.1 -1.1 -0.4 

Motor vehicles 29.4 30.3 30.5 30.3 0.9 0.0 

Construction 6.8 5.9 5.8 6.2 -0.9 0.4 

Distribution 53.1 54.6 54.2 54.7 1.5 0.1 

HORECA 66.5 69.4 68.1 68.3 2.9 -1.1 

Financial services 69.3 68.8 64.7 65.5 -0.5 -3.3 

Business services 43.0 47.1 50.7 47.3 4.1 0.2 

* Figures for Poland for 2000 relate to 2004.  

Source: European Labour Force Survey 

In the EU-12 countries excluding Poland, the overall share of women increased only mar-

ginally over this period and as in the EU-12, declined in most of the sectors covered here. 

The share increased in only three of the 12 sectors, in Chemicals, Distribution and Busi-

ness services. In the other 10 sectors, the share of women declined, only marginally in 

Metals and Construction but markedly in Machinery, Motor Vehicles (by around 2 percent-

age points in both) and, most especially, HORECA (by over 3 percentage points). The 

share also declined in Electronics, where the share of women had increased markedly 

before the recession. 

 

In Poland, where the share of women also increased slightly over the period, the reduction 

in their share in the 12 sectors covered was less widespread. The share increased in three 

of the 7 manufacturing industries as well as in Construction and in Distribution and Busi-

ness services, as in the rest of the EU-12. In HORECA and Financial services, however, 

again as in the rest of the EU-12, it declined significantly.  

 

The gender composition of jobs, therefore, has shown very different tendencies across 

both countries and sectors. This mixed picture, however, seems less true of the recession 

period, where there has been a widespread tendency for the share of jobs taken by wom-

en in individual sectors to diminish rather than increase as was the case in the service sec-

tors at least before the recession, if less so in the EU-12 countries. The increase in the 

share of total jobs taken by women since 2007, therefore, is predominantly a consequence 

of the differential effect of the recession on jobs in manufacturing and construction which 

were mainly filled by men. 

 

3.3.3 The age composition of employment 

The average division of employment between age groups does not vary markedly across 

the industrial sectors in the EU-27 as a whole nor between the EU-12 and EU-15, though 
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there is some tendency for older workers aged 55 and over, who are the focus here, to 

account for a larger share of the work force in Chemicals and Machinery and a smaller 

share in Motor vehicles (Table 3.3.3). The latter is particularly the case in the EU-12, 

where, on average, those aged 55 and over made up only around 7% of the work force in 

the industry (11% in the EU-15), which perhaps reflects the relatively recent development 

of the latter in these countries which has come largely from the direct investment of com-

panies based in the EU-15 (Table 3.3.4).  

 

Across the EU as a whole, the share of jobs filled by older workers aged 55 and over has 

shown a trend increase (see Figure 3.3.2), amounting to just over 2 percentage points over 

the 7 years 2000-2007 reflecting in part demographic trends but also a tendency for older 

people to remain longer in work, reversing the trend of earlier years. The tendency, howev-

er, has been more pronounced in industry than in the service sectors. The share of older 

workers increased by 2-3 percentage points on average between 2000 and 2007 in all the 

manufacturing sectors covered here, with the exception of Motor vehicles (where the rise 

was only about 1 percentage point). The increase was particularly pronounced in the 

EU-12, where, in the countries excluding Poland, it averaged 4-5 percentage points in Tex-

tiles, Chemicals and Rubber and Plastics and 6-7 percentage points in Basic metals and 

Machinery. The increase was smaller in Motor vehicles and Electronics – the ‘newer’ indus-

tries – but was still 2-3 percentage points. There was also a significant increase, if over a 

shorter period of time (2004-2007) in Poland, except in Motor vehicles, where the share of 

older workers declined. 

 

Figure 3.3.2 

Share of jobs filled by older workers aged 55 and over, 2000-2010 

 
Note: EU-27 excludes Poland 

Source: European Labour Force Survey 
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Table 3.3.3 

Share of jobs filled by older workers aged 55 and over, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-27         % Total employed   Percentage point change 

Total 11.5 13.8 14.7 15.1 2.2 1.3 

Textiles, clothing 7.6 10.5 12.2 12.9 2.9 2.5 

Chemicals 10.0 12.4 12.8 15.0 2.4 2.6 

Rubber, plastics 8.7 11.5 12.7 13.0 2.9 1.4 

Basic metals 9.7 12.3 13.6 14.6 2.5 2.3 

Electronics, etc. 7.9 10.8 11.5 11.3 2.9 0.5 

Machinery 10.1 12.8 13.9 14.9 2.8 2.1 

Motor vehicles 8.6 9.9 10.1 10.3 1.2 0.4 

Construction 10.2 11.5 12.6 13.0 1.2 1.6 

Distribution 10.0 11.6 12.2 12.4 1.7 0.8 

HORECA 8.5 9.9 10.4 10.6 1.4 0.7 

Financial services 7.2 10.4 11.4 11.7 3.2 1.4 

Business services 11.9 14.2 14.9 15.2 2.3 1.1 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

Table 3.3.4 

Share of jobs filled by workers aged 55 and over in the EU-15 and EU-12, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15          % Total employed   Percentage point change 

Total 11.1 13.7 14.7 15.1 2.6 1.4 

Textiles, clothing 9.7 12.7 14.2 14.8 3.0 2.1 

Chemicals 10.5 12.6 12.6 15.1 2.1 2.5 

Rubber, plastics 9.3 12.0 13.1 13.3 2.7 1.3 

Basic metals 10.6 12.3 13.6 14.6 1.8 2.3 

Electronics, etc. 8.5 11.5 12.0 11.7 3.0 0.2 

Machinery 10.5 12.6 13.7 14.9 2.2 2.3 

Motor vehicles 9.1 10.4 10.9 10.9 1.3 0.5 

Construction 10.6 11.6 12.8 13.3 1.0 1.7 

Distribution 10.7 12.3 12.8 13.0 1.6 0.7 

HORECA 9.0 10.1 10.5 10.7 1.1 0.6 

Financial services 7.4 10.6 11.8 12.1 3.2 1.5 

Business services 11.8 14.1 14.8 15.2 2.3 1.1 

EU-12        

Total 13.7 14.0 14.8 14.9 0.3 0.9 

Textiles, clothing 3.0 6.7 8.8 9.8 3.8 3.1 

Chemicals 6.2 10.9 14.9 14.5 4.7 3.7 

Rubber, plastics 5.6 9.5 11.2 11.6 4.0 2.1 

Basic metals 5.8 11.8 13.2 14.1 6.0 2.3 

Electronics, etc. 4.6 7.9 9.8 9.6 3.2 1.7 

Machinery 7.2 14.0 15.4 14.4 6.8 0.5 

Motor vehicles 4.9 6.9 6.4 7.1 2.0 0.2 

Construction 7.5 10.4 11.2 11.6 3.0 1.2 

Distribution 4.5 7.6 8.3 8.6 3.0 1.0 

HORECA 4.4 7.9 9.0 9.1 3.5 1.2 

Financial services 4.8 8.0 7.2 7.8 3.2 -0.2 

Business services 12.4 15.3 16.1 15.7 2.9 0.4 

Poland*        
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Total 8.9 9.9 11.2 12.2 1.0 2.3 

Textiles, clothing 3.0 5.0 8.3 8.7 2.0 3.6 

Chemicals 4.2 6.1 10.8 8.1 2.0 2.0 

Rubber, plastics 4.0 5.6 7.5 9.3 1.6 3.7 

Basic metals 6.5 9.4 10.4 13.3 2.9 3.9 

Electronics, etc. 5.9 6.4 7.6 7.6 0.5 1.1 

Machinery 6.2 10.6 13.2 15.7 4.3 5.1 

Motor vehicles 6.3 4.9 4.5 6.2 -1.4 1.3 

Construction 5.9 9.1 10.4 10.8 3.2 1.8 

Distribution 5.4 5.5 7.1 8.6 0.0 3.1 

HORECA 3.6 4.9 7.7 8.1 1.3 3.2 

Financial services 3.6 7.2 5.7 6.7 3.6 -0.5 

Business services 12.2 12.4 17.6 19.4 0.2 7.0 

Note: Figures for Poland for 2000 relate to 2004 

Source: European Labour Force Survey 

 

In the EU-15, the increase averaged 2-3 percentage points in all the manufacturing indus-

tries, except Motor vehicles, where it was around 1 percentage point. There was also a 

larger increase in the share of older workers In the EU-12 in Construction, where it aver-

aged 3 percentage points over the period as against 1 percentage point in the EU-15.  

In services, the difference between EU-12 and EU-15 concerning the increase in the share 

of older workers is less marked, except in HORECA, though it is still the case that in three 

of the four sectors, the increase was larger in the EU-12, the exception being Financial 

services, where it was the same. 

 

The generally larger increase in the share of older workers in the EU-12 countries may 

reflect not only demographic trends but also perhaps the increase in the effective retire-

ment age of workers, which was relatively young in many countries in the former Com-

munist period. It might equally reflect the outward migration of many young people to take 

up work in the EU-15 over this period. 

 

The share of older workers aged 55 and over continued to increase over the recession 

period, 2007-20010, in both the EU-15 and EU-12 and in most sectors. The only exception 

is the Financial services sector in both Poland and the rest of the EU-12 This contrasts 

markedly with earlier periods of economic downturn where job cuts tended to be concen-

trated on older workers. 

 

The counterpart of the growth in the share of jobs filled by older workers is a decline in 

those filled by young people under the age of 25, especially during the recession period but 

also before as a consequence of a reduction in their share of working-age population and 

an increased tendency for them to remain longer in education and initial vocational training. 

This is common across the Union in both the EU-15 and EU-12. Over the EU as a whole, 

therefore, the share of young people in this age group decline by 1 percentage point be-

tween 2000 and 2007, to just over 10% of the total in employment. In the Three years 

2007-2010, it declined by a further 1 percentage point (an effective reduction of 10% in the 
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share) to just over 9%. In most of the industrial sectors covered here – all except Chemi-

cals (where it fell by just under 1 percentage point) and Electronics (where it fell by 1.5 

percentage points) – along with Construction, it declined over these three years by over 2 

percentage points. 

 

3.3.4 The education composition of employment 

Figure 3.3.3 shows the division of employment by educational level in the EU for 2000, 

2007 and 2010.  

 

The division of those employed in the different sectors by educational attainment level var-

ies, as would be expected, with the level of sophistication of the goods or services pro-

duced. The proportion of those with tertiary educational qualifications employed in Textiles 

is relatively small, a little larger in Hotels and restaurants, Construction, Basic metals and 

Rubber and plastics and Distribution, larger still in Motor vehicles and Machinery, followed 

by Chemicals and Electronics, and largest of all in Business and Financial services (Table 

3.3.5, where ‘Medium’ refers to those with upper secondary education and ‘High’, those 

with tertiary education).  

 
Figure 3.3.3 

Division of employment by education level in the EU-27, 2000-2010  

(% total employed in each sector) 

Medium educated 

 

High educated 
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Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

The relative number of those with higher education levels employed in the different sectors, 

however, varies across countries, since it is almost inevitably affected by the proportion of 

working-age population – i.e. the potential work force – with such qualifications. The share 

of those employed with tertiary education, therefore, tends to be smaller in the EU-12 

countries than in the EU-15, on average, as does the share of those with only basic school-

ing, reflecting the fact that the large majority of people have upper secondary qualifications, 

mostly of a vocational kind. Equally, the growing proportion of people with tertiary educa-

tion across the EU coupled with a declining proportion with only basic schooling is reflected 

in a corresponding shift in the educational composition of employment across the economy 

(Table 3.3.5). 

 

Table 3.3.5 

Division of employment by education level in the EU-27, 2000-2010  

(% total employed in each sector) 

       2000      2007      2010      2000-07      2007-2010 

  Medium High  Medium High  Medium High  Medium High  Medium High  

EU-27          Percentage point change 

Total 45.8 24.5 47.5 28.3 47.2 30.7 1.7 3.8 -0.4 2.4 

Textiles, clothing 43.9 7.1 51.2 8.9 53.1 9.4 7.3 1.8 1.9 0.5 

Chemicals 49.9 25.2 50.3 30.3 50.8 31.3 0.5 5.1 0.5 1.0 

Rubber, plastics 48.4 12.4 52.6 15.0 55.0 15.7 4.3 2.5 2.4 0.8 

Basic metals 53.9 12.5 56.6 14.2 57.9 14.7 2.7 1.7 1.3 0.6 

Electronics, etc. 48.6 26.9 50.7 30.6 50.7 32.8 2.2 3.7 0.0 2.2 

Machinery 55.7 22.4 57.4 24.5 56.3 27.8 1.7 2.1 -1.1 3.3 

Motor vehicles 51.9 18.4 55.4 22.6 56.2 23.3 3.5 4.1 0.8 0.8 

Construction 48.4 12.7 50.3 13.9 53.3 14.5 1.9 1.2 3.0 0.6 

Distribution 52.8 14.3 55.8 16.9 55.8 18.5 3.0 2.6 0.0 1.5 

HORECA 45.1 8.8 48.8 12.3 50.5 12.7 3.7 3.4 1.6 0.4 
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Financial services 55.7 32.0 50.6 41.4 46.3 46.5 -5.1 9.4 -4.2 5.1 

Business services 38.9 37.6 40.7 40.4 39.3 43.2 1.8 2.9 -1.4 2.8 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

In all 12 sectors covered here, therefore, the proportion employed with tertiary education 

increased over the period 2000-2007 (going back further than this is complicated by the 

lack of consistent data) and the proportion with only basic schooling fell. Both tendencies 

are common to both the EU-15 and EU-12 countries, if Poland is excluded. The two re-

gions, however, differ slightly as regards the change in the share of employment account-

ed for by those with upper secondary education. While this share increased on average in 

the EU-15 in all the sectors – even the basic manufacturing ones – with the sole exception 

of Financial services, reflecting the large growth in those with tertiary education, in the EU-

12, excluding Poland, it declined in Machinery and Business services and remained much 

the same in Chemicals. In Poland, over the shorter period 2004-2007, it declined in these 

sectors but also in Electronics, Motor vehicles and Distribution, as well as overall.  

 

Moreover, unlike in the rest of the EU-12, the share of those in employment with tertiary 

education in Poland declined in Rubber and plastics, Basic metals, Construction and 

HORECA. In the rest of the EU-12 as well as in the EU-15, the share of those employed 

with tertiary qualifications increased in all sectors and in most of them significantly. The big 

increase in the EU-12, including in Poland, occurred in both Financial and Business ser-

vices, reflecting perhaps the professionalization of these sectors and the shift to higher 

level activities.  

 

The share of the work force with tertiary qualifications also increased in the EU-15 in these 

two sectors, though to a smaller extent. The increase in share was equally marked, how-

ever, in Electronics and Motor vehicles, as well as in Chemicals, whereas the former two 

sectors showed below average increases in the share in the EU-12. As indicated below, 

this reflects a shift in the activities performed in both of these sectors. 

 

Over the recession period 2007-2010, the share of those with tertiary education increased 

across the EU as a whole in all the sectors covered without exception. The share of those 

with upper secondary education also increased in 9 of the 12 sectors all except Machinery, 

Financial services and Business services, in all of which there was a significant increase in 

the share of the work force with tertiary education. This widespread increase across sec-

tors, however, was accompanied by a reduction in the overall share of those with upper 

secondary education in the total employment, which as in the case of women noted above 

is a consequence of the large-scale job losses in manufacturing and construction in which 

many of those with this level of qualification are employed. What is true, however, is that 

both across the economy as a whole and in all the sectors covered here, the share of jobs 
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filled by workers with only basic education levels has declined markedly over the reces-

sion, intensifying the long-term downward trend evident before the recession.  

 

At the same time, there was some difference in the pattern of change in the EU-15 and 

EU-12. Whereas there was a virtually common increase in the share of jobs filled by those 

with tertiary education over the period 2007-2010 in all sectors – the only exception being 

in Machinery in the EU-12, excluding Poland – the change in the share of those filled by 

workers with upper secondary qualifications was more mixed. In the EU-15, the share de-

clined only in Machinery and Business and Financial services, remaining broadly un-

changed in Electronics. In Poland, on the other hand, it declined in all the sectors apart 

from Rubber and plastics, Motor vehicles and Construction, and in the rest of the EU-12, it 

declined in 8 of the 12 sectors, increasing only in Machinery and remaining unchanged, or 

virtually so, in Textiles, Rubber and plastics and HORECA.  

 

The implication is that whereas in the EU-15, there was a general and significant decline in 

the share of jobs filled by those with only basic schooling over the three years 2007-2010, 

who were accordingly among the main victims of the crisis, in the EU-12, this is less the 

case in the sense that although their fell in most of the sectors covered, the extent of the 

fall was small in a number. 

 

Table 3.3.6 

Division of employed by education level in the EU-15 and EU-12, 2000-2010  

(% of total in each sector) 

  2000 2007 2010 2000-07 2007-2010 

  Medium High  Medium High  Medium High  Medium High  Medium High  

EU-15    Percentage point change 

Total 42.6 25.8 44.4 29.6 44.3 31.9 1.8 3.8 0.0 2.3 

Textiles, clothing 29.8 7.5 33.9 10.5 37.1 10.9 4.1 2.9 3.2 0.4 

Chemicals 46.1 27.1 46.8 32.2 48.0 32.6 0.7 5.1 1.3 0.4 

Rubber ,plastics 43.2 13.4 47.5 16.1 50.0 16.8 4.3 2.7 2.5 0.7 

Basic metals 47.9 13.4 51.6 15.0 53.1 15.4 3.6 1.6 1.5 0.5 

Electronics, etc. 44.7 29.4 45.6 34.3 45.5 36.7 0.9 5.0 -0.1 2.3 

Machinery 51.6 24.0 54.1 25.8 53.2 29.5 2.5 1.8 -0.9 3.7 

Motor vehicles 48.4 19.7 50.7 25.0 51.5 25.8 2.2 5.4 0.9 0.8 

Construction 44.7 13.0 45.9 14.4 49.4 14.7 1.3 1.4 3.5 0.4 

Distribution 49.5 14.1 52.4 17.1 52.4 18.5 2.9 3.0 0.0 1.5 

HORECA 40.9 9.1 45.1 12.7 46.8 13.1 4.3 3.6 1.7 0.4 

Financial services 55.1 31.7 50.7 40.7 46.8 45.5 -4.4 9.0 -3.9 4.8 

Business services 37.4 37.9 39.7 40.5 38.4 43.2 2.2 2.6 -1.3 2.8 

EU-12 excl. PL      

Total 63.4 17.2 66.5 20.4 64.3 23.1 3.1 3.2 -2.2 2.8 

Textiles, clothing 76.1 6.0 79.9 6.3 79.9 6.9 3.8 0.2 0.1 0.7 

Chemicals 75.8 11.9 75.7 17.1 72.8 21.1 -0.1 5.2 -2.8 4.0 

Rubber ,plastics 74.8 7.6 77.4 9.6 77.3 11.0 2.6 2.1 0.0 1.3 

Basic metals 80.6 8.5 81.5 10.4 81.0 11.6 0.9 1.9 -0.5 1.2 

Electronics, etc. 71.0 12.5 72.6 14.7 72.4 16.6 1.6 2.2 -0.2 1.9 

Machinery 80.2 13.0 79.1 15.9 80.0 15.3 -1.1 2.9 0.9 -0.6 
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Motor vehicles 79.6 8.7 81.8 8.9 79.3 11.2 2.3 0.3 -2.5 2.3 

Construction 74.0 10.8 74.7 11.2 74.2 12.9 0.7 0.4 -0.5 1.7 

Distribution 75.3 15.8 76.3 16.2 75.6 17.9 1.0 0.4 -0.8 1.7 

HORECA 79.0 6.8 79.9 9.1 79.9 10.0 0.9 2.3 0.0 0.9 

Financial services 63.2 35.0 49.3 49.6 41.8 57.1 -13.9 14.6 -7.5 7.5 

Business services 54.8 33.9 52.7 40.0 49.8 43.4 -2.2 6.2 -2.9 3.3 

Poland*      

Total 69.0 20.9 67.3 24.1 64.4 28.9 -1.7 3.2 -3.0 4.8 

Textiles, clothing 84.5 5.4 86.4 6.0 84.7 7.9 1.9 0.6 -1.7 1.9 

Chemicals 73.1 22.0 72.9 22.4 69.0 24.3 -0.2 0.4 -3.9 1.9 

Rubber, plastics 73.5 14.5 75.2 14.3 75.7 16.9 1.6 -0.2 0.5 2.6 

Basic metals 82.9 12.1 83.5 10.9 79.5 15.5 0.6 -1.2 -4.0 4.6 

Electronics, etc. 75.8 17.8 74.8 20.3 70.7 23.0 -1.0 2.6 -4.1 2.7 

Machinery 77.0 20.2 75.0 21.2 71.3 24.6 -2.1 1.1 -3.6 3.4 

Motor vehicles 79.2 15.2 78.9 16.5 80.3 16.7 -0.2 1.3 1.4 0.3 

Construction 77.1 11.4 77.8 10.8 77.8 12.0 0.7 -0.6 0.0 1.2 

Distribution 81.1 14.6 79.5 17.3 74.3 22.6 -1.6 2.7 -5.2 5.3 

HORECA 78.9 12.9 81.3 10.2 80.5 14.8 2.4 -2.7 -0.9 4.6 

Financial services 50.8 48.9 40.9 58.8 32.1 67.7 -10.0 9.9 -8.8 8.9 

Business services 61.8 30.4 58.2 36.0 50.4 44.1 -3.6 5.7 -7.8 8.0 

Note: Figures for Poland for 2000 relate to 2004 

Source: European Labour Force Survey 

3.3.5 The division of employment between broad occupations 

The occupational composition of the work force varies in a similar way between sectors to 

the variation in educational attainment levels. The share of employment accounted for by 

managers, professionals and technicians (the higher level jobs) amounted, on average in 

the EU-27, to well over 60% % in 2010 in Financial services, around 55% in Business ser-

vices and around 43-44% in Electronics and Chemicals as opposed to under 25% in Basic 

metals and Rubber and Plastics and HORECA and under 20% in Construction and Tex-

tiles. Conversely, the proportion of skilled and semi-skilled manual workers is relatively 

large in the basic manufacturing industries and Construction (well over 60% in 2010), while 

the share of sales and service workers (ISCO 5) is relatively large in HORECA (just under 

60%) (Table 3.3.7).  

 

Table 3.3.7 

Division of employment by broad occupation in selected sectors in the EU-27 in 2010 

  
Managers,  

professionals 

Clerks,  

office 

Sales+ 

 service 

Skilled  

man 

Semi-skilled 

man 

Elementary 

workers 

EU-27                  % Total employed 

Total 39.7 10.9 14.3 12.8 8.0 14.2 

Textiles, clothing 16.4 6.9 1.7 39.3 29.2 6.5 

Chemicals 43.1 9.5 2.1 8.6 28.8 7.9 

Rubber, plastics 23.8 8.7 0.7 22.0 36.2 8.7 

Basic metals 22.0 7.8 0.5 43.5 20.7 5.6 

Electronics, etc. 43.7 10.0 0.8 18.4 22.2 4.8 

Machinery 37.9 9.4 0.7 34.1 14.0 3.9 

Motor vehicles 30.5 7.5 0.6 27.7 28.1 5.6 

Construction 18.5 5.1 0.4 61.1 6.6 8.2 
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Distribution 34.6 13.1 30.9 9.7 3.9 7.8 

HORECA 21.2 4.8 58.4 1.7 1.4 12.5 

Financial services 61.4 35.5 0.8 0.3 0.3 1.7 

Business services 54.7 14.9 4.6 4.3 2.3 19.2 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

The share of managers, professionals, technicians in the manufacturing industries is much 

bigger in the EU-15 countries than in the EU-12, reflecting differences in the activities per-

formed. The difference is particularly marked in Electronics, where the share of managers, 

etc. in the EU-15 was almost twice that in the EU-12, but it is also significant in Chemicals, 

Machinery and Motor vehicles (around 10 percentage points in each case) (Table 3.3.8). 

 

The difference also extends to the composition of manual workers, especially in Electronics 

and Motor vehicles, with skilled workers comprising the majority of manual workers in the 

EU-15 in both industries and semi-skilled, assembly-type workers, comprising a large ma-

jority in the EU-12. In Financial services, the opposite is the case, managers, etc. account-

ing for over 75% of those employed in the EU-12, and over 80% in Poland, as against un-

der 60% in the EU-15.  

 

Table 3.3.8 

Division of employment by broad occupation in the EU-15 and EU-12 in 2010 

  
Managers, 

professionals 

Clerks,  

office 

Sales+  

service 

Skilled  

man 

Semi-skilled 

man 

Elementary 

workers 

EU-15                 % Total employed 

Total 40.9 11.6 14.5 12.4 7.4 13.3 

Textiles, clothing 19.8 9.1 2.2 36.8 25.3 6.8 

Chemicals 44.1 9.8 2.2 7.8 28.0 8.0 

Rubber, plastics 24.1 9.2 0.6 21.5 35.9 8.7 

Basic metals 22.0 8.5 0.4 42.7 20.6 5.8 

Electronics, etc. 48.0 11.0 0.8 18.3 17.2 4.8 

Machinery 39.0 9.9 0.7 33.0 13.2 4.1 

Motor vehicles 32.1 8.1 0.7 28.5 24.5 6.1 

Construction 18.2 5.6 0.4 62.2 6.3 7.3 

Distribution 35.6 13.6 29.1 9.9 3.8 8.0 

HORECA 22.1 4.7 57.4 1.7 1.3 12.8 

Financial services 60.0 36.9 0.7 0.4 0.3 1.7 

Business services 54.5 15.4 3.8 4.4 2.3 19.7 

EU-12 excl. PL        

Total 32.2 6.7 13.3 15.3 12.2 20.4 

Textiles, clothing 10.8 3.2 0.7 43.6 35.8 5.9 

Chemicals 34.8 6.3 1.5 15.4 35.1 6.8 

Rubber, plastics 22.3 6.1 0.9 24.1 37.6 9.0 

Basic metals 21.5 4.6 0.8 47.3 21.0 4.8 

Electronics, etc. 26.5 6.3 0.8 19.0 42.7 4.8 

Machinery 28.6 4.9 0.7 42.7 20.5 2.5 

Motor vehicles 22.8 4.6 0.3 23.9 45.4 3.2 

Construction 20.6 2.6 0.7 54.9 8.2 13.1 
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Distribution 28.1 9.7 42.6 8.5 4.4 6.7 

HORECA 13.2 5.8 67.1 1.8 1.5 10.6 

Financial services 76.5 20.1 1.4 0.2 0.4 1.5 

Business services 57.1 9.4 14.2 2.7 2.5 14.2 

Poland  

Total 35.0 7.4 12.2 15.7 9.9 19.8 

Textiles, clothing 14.5 3.3 0.4 64.7 8.7 8.4 

Chemicals 36.8 10.1 1.3 5.5 34.4 11.9 

Rubber, plastics 22.9 6.5 0.8 20.3 39.2 10.3 

Basic metals 21.2 5.2 0.3 47.5 21.2 4.6 

Electronics, etc. 27.9 6.1 0.4 19.9 39.2 6.6 

Machinery 33.2 6.0 0.5 43.5 14.5 2.3 

Motor vehicles 20.4 6.1 0.1 26.8 40.8 5.8 

Construction 18.4 2.2 0.1 61.1 8.1 10.1 

Distribution 27.0 9.4 48.6 7.5 4.1 3.4 

HORECA 19.0 6.0 59.3 0.9 1.2 13.8 

Financial services 81.3 16.4 0.6 0.2 0.4 1.3 

Business services 55.4 8.4 15.3 3.5 2.3 15.1 

Source: European Labour Force Survey 

 

The differences in the share of managers, etc. in the manufacturing industries between the 

EU-15 and EU-12 countries are in large measure a consequence of the shifts in the occu-

pational composition of employment which have occurred over the past decade or so. In 

the EU as a whole, the share of managers, professionals and technicians increased in all 

sectors between 2000 and 2007, but most especially in Financial services and Motor vehi-

cles and to a slightly lesser extent in Electronics, Chemicals and Rubber and plastics as 

well as Distribution (Table 3.3.9). At the same time, the share of skilled manual workers 

declined in virtually all sectors, as did the share of Clerks and office workers, while the 

share of elementary workers also fell in most sectors. Conversely, the share of semi-skilled 

manual workers (those employed on assembly lines) remained unchanged or increased in 

most sectors.  

 

Table 3.3.9 

Changes in the share of occupational groups in employment in EU-27, 2000-2007 

  
Managers,  

professionals 

Clerks,  

office 

Sales+  

service 

Skilled  

man 

Semi-skilled 

man 

Elementary 

workers 

EU-27                    Percentage point change 

Total 3.7 -1.2 0.5 -1.6 -0.4 -1.0 

Textiles, clothing 2.6 -0.6 0.1 -5.8 2.0 1.7 

Chemicals 4.1 -2.6 0.5 -2.3 0.4 -0.1 

Rubber, plastics 4.0 -1.2 -0.4 -1.0 0.0 -1.5 

Basic metals 2.5 -0.5 0.0 -0.7 -1.1 -0.2 

Electronics, etc. 4.3 -0.6 -0.4 -2.8 0.4 -0.9 

Machinery 3.3 -0.5 0.1 -3.1 0.5 -0.2 

Motor vehicles 5.7 -1.0 -0.3 -5.7 2.6 -1.4 

Construction 1.0 -0.8 0.0 -0.9 -0.3 0.9 

Distribution 4.3 -1.1 -3.0 -1.6 0.1 1.3 

HORECA 1.2 0.3 -2.5 0.0 0.1 0.9 

Financial services 7.8 -7.4 -0.1 -0.1 -0.2 0.0 
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Business services 2.7 -2.5 0.5 0.2 0.0 -0.9 

Note: EU-27 excludes Poland 

Note: Figures for Poland relate to the change between 2004 and 2007 

Source: European Labour Force Survey 

 

There was, however, a marked difference in experience between the EU-15 and EU-12 

(Table 3.3.10). Unlike in the EU-15, the increase in the share of managers, etc. over the 

period 2000-2007 was not universal across sectors in the EU-12, and most especially in 

Poland. Similarly, while the share of semi-skilled manual workers, along with that of manu-

al workers, declined or remained unchanged in all of the industrial sectors in the EU-15, in 

the EU-12, including in Poland, the share increased in all of the sectors. This reflects a shift 

in the nature of the jobs performed in the two regions in opposing directions, which further 

reflects a relocation of activities between the two.  

 

Table 3.3.10 

Changes in the share of occupational groups in the EU-15 and EU-12, 2000-2007 

  
Managers,  

professionals 

Clerks,  

office 

Sales+  

service 

Skilled  

man 

Semi-skilled 

man 

Elementary 

workers 

EU-15                 Percentage point change 

Total 3.5 -1.5 0.2 -1.7 -0.7 0.2 

Textiles, clothing 4.5 -0.2 0.2 -3.5 -2.7 1.7 

Chemicals 4.1 -2.8 0.5 -1.7 0.0 0.0 

Rubber, plastics 4.3 -1.3 -0.3 0.1 -1.6 -1.1 

Basic metals 2.6 -0.5 0.1 -0.5 -1.6 -0.1 

Electronics, etc. 6.1 -0.3 -0.4 -1.8 -2.8 -0.8 

Machinery 3.6 -0.6 0.1 -2.8 -0.4 0.0 

Motor vehicles 7.0 -1.0 -0.3 -4.5 -0.1 -1.1 

Construction 1.3 -0.7 0.0 -0.9 -0.2 0.5 

Distribution 4.7 -1.2 -3.1 -1.8 0.2 1.1 

HORECA 1.3 0.2 -2.6 0.1 0.1 0.9 

Financial services 7.6 -7.4 -0.1 -0.1 -0.2 0.1 

Business services 2.8 -2.5 0.2 0.3 0.1 -1.0 

EU-12 excl. PL        

Total 4.1 0.2 2.0 -0.4 1.4 -7.3 

Textiles, clothing -0.1 -0.2 0.0 -12.2 10.7 1.7 

Chemicals 4.5 -0.9 0.9 -6.4 3.3 -1.4 

Rubber, plastics 3.2 -0.4 -0.5 -6.8 8.0 -3.4 

Basic metals 1.8 -0.8 -0.3 -1.3 1.7 -1.0 

Electronics, etc. 1.2 -0.8 0.0 -9.8 11.4 -2.0 

Machinery 0.7 -0.6 -0.1 -4.3 5.9 -1.6 

Motor vehicles -0.1 0.3 -0.2 -15.1 17.5 -2.4 

Construction -0.9 -0.8 0.0 -0.3 -1.0 3.0 

Distribution 1.4 0.7 -3.6 -0.7 -0.3 2.5 

HORECA 0.6 1.1 -1.5 -0.6 -0.1 0.5 

Financial services 8.8 -6.2 -0.3 0.0 -0.7 -1.6 

Business services 1.1 -1.8 3.7 -2.0 -1.6 0.5 

Poland  

Total 1.0 0.4 0.1 0.4 0.8 -2.8 

Textiles, clothing 1.6 -0.3 0.7 -3.8 1.1 0.7 
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Chemicals -5.6 1.2 -0.6 3.2 1.4 0.3 

Rubber, plastics -3.8 -0.9 -0.1 2.9 2.6 -0.8 

Basic metals -3.5 1.1 0.3 -0.2 1.4 1.0 

Electronics, etc. 1.5 -0.1 0.4 -7.3 5.4 0.1 

Machinery -2.3 -0.3 0.0 -4.0 6.3 0.3 

Motor vehicles -2.5 0.1 0.0 -6.4 7.4 1.4 

Construction -2.3 -0.5 0.1 2.2 0.9 -0.3 

Distribution -1.2 0.3 -0.6 0.3 0.3 0.9 

HORECA -7.0 2.3 2.5 0.9 0.5 0.9 

Financial services 2.2 -0.8 -0.7 0.0 -0.4 -0.3 

Business services 6.7 -0.1 -4.9 -1.5 -0.3 0.2 

Note: Figures for Poland relate to the change between 2004 and 2007. 

Source: European Labour Force Survey. 

 

The shift is most evident in the Electronics and Motor vehicles industries, where in the 

EU-15, the share of managers, professionals, etc. (who comprise, to a large extent, engi-

neers in these two industries) increased markedly between 2000 and 2007 in the EU-15, 

while in the EU-12, including in Poland, the increase was modest in Electronics, and in 

Motor vehicles, there was a decline. The increase in the share of the high level occupa-

tions was accompanied by a reduction in the share of both skilled and semi-skilled manual 

workers in the EU-15, while in the EU-12, there was a pronounced shift between the two, 

the share of skilled manual workers declining substantially and that of semi-skilled manual 

workers increasing equally substantially. 

 

The same phenomenon is evident in the other manufacturing sectors, though less so in 

Poland than in the other EU-12 countries. It implies that while there has been a concentra-

tion on the higher level jobs in the EU-15, in the EU-12, there has been a shift towards 

more routine, labour-intensive parts of the production process. 

 

In the service sectors covered, the most prominent change was the marked increase in the 

share of managers, etc. in Financial services in both the EU-15 and the EU-12 and in Po-

land, in Business services, in both cases, implying a shift in the composition of activities 

within the sector towards more advanced ones. In Poland too, unlike in the rest of the EU, 

the share of managers, etc. in HORECA declined markedly, reflecting perhaps an increase 

in the importance of large hotel and restaurant chains. 

 

Over the recession years, 2007-2010, the share of managers, professionals and techni-

cians continued to increase both overall and in nearly all the sectors covered, the only ex-

ception being HORECA (Table 3.3.11). This was accompanied by a widespread reduction 

in the share of semi-skilled as well as skilled manual workers together with an equally 

widespread reduction in the share of elementary workers. 
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Table 3.3.11 

Changes in the share of occupational groups in employment in EU-27, 2007-2009 

  
Managers, 

 professionals 

Clerks,  

office 

Sales+  

service 

Skilled  

man 

Semi-skilled 

man 

Elementary 

workers 

EU-27                Percentage point change 

Total 1.1 -0.1 0.7 -1.1 -0.6 0.0 

Textiles, clothing 0.9 0.3 0.2 -0.6 0.0 -0.8 

Chemicals 1.7 -0.4 0.4 0.3 -1.2 -0.7 

Rubber, plastics 0.0 0.5 -0.2 -1.2 1.1 -0.2 

Basic metals 0.2 0.1 -0.1 2.1 -2.4 0.1 

Electronics, etc. 2.5 0.9 -1.2 -2.2 -0.2 0.2 

Machinery 2.7 -0.2 0.0 0.6 -2.5 -0.6 

Motor vehicles 0.3 0.4 0.2 -0.9 0.0 -0.1 

Construction 0.9 0.2 -0.1 0.4 0.2 -1.6 

Distribution 0.4 0.0 0.3 -0.3 -0.2 -0.2 

HORECA -1.0 0.3 0.9 -0.1 0.3 -0.4 

Financial services 1.9 -2.0 0.1 0.1 0.2 -0.3 

Business services 0.7 -0.9 -0.1 -0.1 -0.1 0.5 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

Over this period, the experience in the EU-15 and EU-12 was similar, though there were 

differences between Poland and the rest of the EU-12 (Table 3.3.12).  

 

Table 3.3.12 

Changes in the share of occupational groups in the EU-15 and EU-12, 2007-2010 

  
Managers,  

professionals 

Clerks,  

office 

Sales+  

service 
Skilled man 

Semi-skilled 

man 

Elementary 

workers 

EU-15                 Percentage point change 

Total 1.0 -0.2 0.7 -1.0 -0.6 0.1 

Textiles, clothing 1.4 0.3 0.3 -0.7 -0.5 -0.8 

Chemicals 1.6 -0.6 0.5 0.3 -1.2 -0.6 

Rubber ,plastics -0.4 0.5 -0.2 -1.4 1.7 -0.2 

Basic metals 0.3 0.0 -0.2 2.3 -2.5 0.1 

Electronics, etc. 2.9 0.8 -1.5 -1.8 -0.7 0.3 

Machinery 2.9 -0.3 0.0 1.0 -3.0 -0.5 

Motor vehicles 0.2 0.7 0.3 -0.2 -0.9 0.0 

Construction 0.7 0.1 -0.1 0.9 0.2 -1.8 

Distribution 0.5 -0.1 0.3 -0.4 -0.3 0.0 

HORECA -0.9 0.3 0.6 0.0 0.3 -0.3 

Financial services 1.7 -1.8 0.1 0.1 0.2 -0.2 

Business services 0.8 -0.9 -0.1 0.0 -0.1 0.4 

EU-12 excl. PL        

Total 1.4 0.3 0.8 -1.7 -0.6 -0.2 

Textiles, clothing 0.0 0.2 0.0 -0.3 0.9 -0.7 

Chemicals 1.3 0.6 -0.5 1.0 -0.6 -1.9 

Rubber, plastics 2.0 0.9 0.1 -0.5 -2.1 -0.4 

Basic metals 0.1 1.0 0.1 0.7 -1.9 0.0 

Electronics, etc. 1.0 1.4 0.1 -3.7 1.6 -0.4 

Machinery 0.4 -0.3 0.1 -0.8 1.7 -1.1 

Motor vehicles 2.2 -0.7 0.0 -4.0 3.0 -0.5 

Construction 2.0 0.4 0.1 -2.4 0.5 -0.6 

Distribution 0.0 0.5 0.5 0.2 -0.1 -1.3 
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HORECA -1.2 0.2 2.8 -0.7 0.4 -1.6 

Financial services 2.1 -1.5 -0.1 0.2 -0.1 -0.6 

Business services -0.7 0.0 0.1 -0.4 -0.2 1.2 

Poland  

Total 2.4 -0.1 0.3 -0.7 -0.3 -1.7 

Textiles, clothing -0.6 0.5 -0.5 -0.4 0.4 0.7 

Chemicals 3.7 2.6 0.6 -5.5 -1.6 0.3 

Rubber ,plastics 6.4 2.0 0.2 -5.9 -0.3 -2.4 

Basic metals 2.8 0.3 0.0 -0.5 -2.5 -0.1 

Electronics, etc. -1.9 -0.6 -0.1 -5.2 6.9 0.9 

Machinery 2.5 0.7 0.3 1.6 -3.0 -2.1 

Motor vehicles -1.5 0.4 0.1 -2.7 3.5 0.1 

Construction -1.3 0.4 -0.1 -0.7 1.1 0.6 

Distribution 1.7 -0.9 -1.1 0.8 -0.3 -0.1 

HORECA 5.2 -1.0 0.3 -0.7 -0.5 -3.3 

Financial services 6.0 -6.6 -0.3 0.2 0.3 0.4 

Business services -0.8 0.6 -0.1 0.5 0.1 -0.4 

Source: European Labour Force Survey 

 

In both the EU-15 and EU-12, excluding Poland, the share of managers, etc. increased 

over these three years in nearly all the sectors, the only exceptions being HORECA in both 

and Rubber and plastics and in the EU-15 and Business services in the EU-12. In Poland, 

the increase was much less widespread, the share falling in 5 of the 12 sectors, including 

in Business services as in the rest of the EU-12. On the other hand, the share increased 

markedly in HORECA unlike in the other EU-12 countries or the EU-15. 

 

The share of skilled manual workers declined in four of the 8 industrial sectors (including 

Construction) in the EU-15 though in 7 of the 8 in Poland and 6 of the 8 in the rest of the 

EU-12. In the EU-15, this decline was accompanied by a reduction in the share of semi-

skilled manual workers (which occurred in 6 of the 8 industrial sectors), but this was less 

the case in the EU-12 (4 of the 8 in Poland, 3 of the 8 in the other countries). 

 

The share of elementary workers was reduced in 7 of the 12 sectors in the EU-15, even 

though there was a slight increase in the economy as a whole, while in the EU-12, apart 

from Poland, it declined in 10 of the 12 sectors. 

 

3.3.6 The relative importance of self-employment 

The self-employed persons account for a relatively small proportion of the work force in all 

12 sectors across most of the EU (see Figure 3.3.4).  
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Figure 3.3.4 

Self-employed as share of total employed in selected sectors in the EU-27, 2000-2010 

 
Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

This is especially the case for the manufacturing industries, in which the self-employed in 

the EU-27 averaged less than 10% of the total employed in all 7 industries in 2010 except 

for Textiles (11%), and less than 5% in four of them. Their average share was also small in 

Financial services (8%), but 17-18% in Distribution and HORECA, 24% in Business ser-

vices and 27% in Construction (Table 3.3.13).  

Table 3.3.13 

Self-employed as share of total employed in selected sectors in the EU-27, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-27      Percentage point change 

Total 14.8 14.8 14.7 14.9 -0.1 0.1 

Textiles, clothing 9.8 9.7 9.8 10.9 -0.1 1.2 

Chemicals 3.0 2.2 2.3 2.5 -0.8 0.2 

Rubber, plastics 5.9 5.9 5.6 5.9 0.0 0.0 

Basic metals 6.8 8.2 7.9 8.1 1.4 -0.1 

Electronics, etc. 3.4 3.1 3.1 3.3 -0.3 0.2 

Machinery 3.9 4.1 3.9 4.1 0.2 0.0 

Motor vehicles 1.1 1.2 0.9 1.1 0.2 -0.1 

Construction 21.3 24.5 25.9 26.8 3.2 2.3 

Distribution 20.2 18.5 17.9 17.8 -1.8 -0.7 

HORECA 20.6 18.7 17.5 18.0 -1.9 -0.7 

Financial services 6.9 8.2 8.4 8.4 1.3 0.2 

Business services 23.7 23.2 22.9 23.5 -0.5 0.2 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

This share also varies across countries in the sectors covered. It tends to be larger in the 

EU-15 than in the EU-12 (where many of the self-employed work in agriculture) and within 

the EU-15, in the Southern Member States than in the other countries (Table 3.3.14).  
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It is particularly large in Greece, amounting to over 30% of total employment, where it is 

accompanied by a relatively large number of unpaid family workers (just under 6% of the 

total employed). In 2010, the self-employed in Greece accounted for almost 30% of the 

total employed in Textiles and over 25% in Basic metals. In Construction and HORECA, 

the self-employed made up 31-32% of the work force and in the latter, family workers, an-

other 11%., while in Distribution, they accounted for 36% of employment, with family work-

ers making up 8%, and in Business services, for as much as 48%, and family workers for a 

further 3%. In the latter sector, therefore, paid employees made up less than half of the 

work force. Moreover, most of the self-employed work independently hand have no em-

ployees – 75% of them in Business services and almost 70% in Distribution, which em-

phasizes the small-scale nature of businesses in the Greek economy. 

 

There has been little tendency for the overall share of the self-employed in total employ-

ment to change much over recent years across the EU as a whole. This is equally true of 

the manufacturing sectors covered. In all the sectors apart from Basic metals, where there 

was an increase, the share either declined slightly over the period 2000-2007 or remained 

unchanged. By contrast, in Construction, the share increased by over 3 percentage points. 

Much of this rise occurred among the self-employed without employees, which might re-

flect a n expansion of workers contracting themselves out to building companies and 

which, accordingly, might be motivated more in order to reduce taxes and social contribu-

tions than for genuine commercial reasons.  

 

Table 3.3.14 

Self-employed as a share of total employed in EU-15 and EU-12, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15     Percentage point change 

Total 14.2 14.6 14.6 14.7 0.4 0.0 

Textiles, clothing 12.1 13.5 13.7 14.6 1.4 1.2 

Chemicals 3.3 2.3 2.4 2.5 -0.9 0.2 

Rubber, plastics 6.2 6.1 5.8 5.9 -0.1 -0.2 

Basic metals 7.3 8.7 8.3 8.4 1.4 -0.3 

Electronics, etc. 3.6 3.5 3.4 3.7 -0.1 0.3 

Machinery 4.1 4.2 4.0 4.2 0.1 -0.1 

Motor vehicles 1.1 1.3 0.9 1.2 0.2 -0.1 

Construction 21.6 24.8 26.0 26.7 3.2 2.0 

Distribution 20.3 18.7 18.3 18.1 -1.6 -0.6 

HORECA 21.4 19.6 18.1 18.7 -1.8 -0.8 

Financial services 7.0 7.9 8.2 8.2 1.0 0.2 

Business services 23.7 23.4 23.1 23.6 -0.3 0.2 

EU-12 excl. PL    

Total 18.0 15.5 15.7 16.3 -2.5 0.8 

Textiles, clothing 4.6 3.3 3.5 4.6 -1.3 1.3 

Chemicals 1.1 1.6 1.8 1.9 0.4 0.4 

Rubber, plastics 4.5 4.9 5.0 5.7 0.3 0.8 

Basic metals 4.4 5.6 6.1 6.6 1.2 1.0 
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Electronics, etc. 2.0 1.4 1.8 1.5 -0.6 0.1 

Machinery 2.4 3.0 3.2 3.7 0.6 0.7 

Motor vehicles 0.8 0.7 0.5 0.5 -0.1 -0.2 

Construction 19.0 22.7 24.9 27.0 3.7 4.3 

Distribution 20.1 17.1 15.7 15.5 -3.0 -1.6 

HORECA 13.5 11.0 11.6 11.7 -2.5 0.7 

Financial services 6.2 11.0 10.2 11.0 4.8 0.0 

Business services 23.3 20.8 21.1 21.9 -2.5 1.1 

Poland    

Total 21.2 19.2 18.8 18.9 -1.9 -0.3 

Textiles, clothing 9.6 7.4 7.2 8.1 -2.2 0.8 

Chemicals 0.7 1.3 3.8 2.7 0.6 1.5 

Rubber, plastics 6.4 4.7 3.3 5.2 -1.7 0.5 

Basic metals 6.7 1.9 6.0 7.4 -4.9 5.5 

Electronics, etc. 3.1 2.1 1.7 1.3 -1.0 -0.8 

Machinery 3.6 6.6 1.8 2.0 3.0 -4.5 

Motor vehicles 0.9 0.9 0.3 0.5 -0.1 -0.4 

Construction 18.7 20.2 21.0 22.4 1.5 2.2 

Distribution 24.8 18.6 20.8 21.0 -6.2 2.5 

HORECA 17.7 11.7 13.7 15.0 -6.0 3.3 

Financial services 12.5 9.4 14.1 13.6 -3.1 4.2 

Business services 28.9 20.4 20.3 20.7 -8.5 0.3 

Note: Figures for Poland for 2000 relate to 2004 

Source: European Labour Force Survey 

 

In the service sectors, the share of the self-employed declined over the period in both Dis-

tribution and HORECA, reflecting the changing structure of the sectors and the growing 

importance of large companies. It also declined in Business services, though to a lesser 

extent for similar reasons. The share of the self-employed n Financial services, however, 

increased despite the rising importance of large banks, which might be a result of a grow-

ing number of financial professionals in the insurance sector especially.  

 

Trends in the EU-15 and EU-12 countries were similar, though the decline in self-

employment in the service sectors was much larger in the EU-12, reflecting the more sub-

stantial changes in the structure of the sectors over the period and in Business services, a 

change in the relative importance of the different activities covered. In Textiles, the share of 

the self-employed declined in the EU-12 whereas it increased in the EU-15, again reflect-

ing differing structural tendencies, while in the other manufacturing industries, the changes 

were for the most part much the same, as they were in Construction, where self-

employment increased in both regions. 

 

In Poland, the changes over the shorter period were broadly similar to those in the rest of 

the EU-12, the main exception being Financial services, where the share of the self-

employed declined instead of increasing. 

 

Over the recession period, 2007-2010, there was little change in the share of self-

employment except in the EU-12, excluding Poland, where it increased by just under 1 
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percentage point. And where there was an increase in 9 of the 12 sectors covered, the 

exceptions being Motor vehicles, Distribution and Financial services, in the last of which it 

remained unchanged. There was also a widespread increase in the share in Poland, even 

though the total share declined slightly. In only three of the sectors – all in manufacturing – 

did the share fall over these three years. The increase was particularly large in the service 

sectors apart from Business services. 

 

3.3.7 Temporary workers 

Those employed on fixed-term contracts account in most countries across the EU for a 

relatively small proportion of the total in work – some 13% of employees on average in 

2010 (Figure 3.3.5). Among younger workers, however, such contracts are much more 

important, the number of employees aged under 25 in jobs with fixed-term contracts 

amounting to 40% of all employees in this age group (Table 3.3.16).  

 

The proportion of employees with fixed-term contracts varies markedly between sectors 

(Table 3.315), being much more important in Construction and HORECA than the other 

sectors covered and much less important in the manufacturing sectors as well as in Finan-

cial services. This is not the case, however, for those under 25, the proportion with such 

contracts in Construction and HORECA being slightly below average. Moreover, for this 

age group, unlike for employees in general, fixed-term contracts tend to be more important 

in manufacturing than in services, Textiles being the main exception, reflecting the larger 

number of young people in manufacturing with apprenticeships, or traineeships more gen-

erally. 

 
Figure 3.3.5 

Share of employees with fixed-term contracts in the EU-27, 2000-2010 

 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 
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Table 3.3.15 

Share of employees with fixed-term contracts in the EU-27, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-27     Percentage point change 

Total 12.5 13.5 12.4 12.7 1.0 -0.7 

Textiles, clothing 8.3 7.6 5.8 7.7 -0.7 0.1 

Chemicals 7.8 8.3 7.5 8.6 0.5 0.2 

Rubber, plastics 9.5 10.2 7.0 8.3 0.6 -1.9 

Basic metals 9.6 10.7 8.2 9.0 1.1 -1.7 

Electronics, etc. 9.4 9.5 7.6 8.6 0.1 -0.9 

Machinery 7.3 8.3 7.3 7.3 1.0 -1.0 

Motor vehicles 10.3 10.4 7.3 8.9 0.1 -1.5 

Construction 18.4 18.4 15.2 15.5 0.0 -2.9 

Distribution 11.4 12.0 11.0 11.4 0.6 -0.5 

HORECA 20.8 22.0 21.3 20.7 1.2 -1.3 

Financial services 6.4 6.2 5.6 5.9 -0.3 -0.3 

Business services 13.5 14.4 13.7 14.1 0.9 -0.3 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

Table 3.3.16 

Share of employees aged 15-24 with fixed-term contracts in the EU-27, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-27     Percentage point change 

Total 36.1 39.7 38.5 40.1 3.6 0.4 

Textiles, clothing 20.3 26.3 25.0 24.5 6.0 -1.8 

Chemicals 41.5 53.3 47.8 41.0 11.8 -12.3 

Rubber, plastics 30.3 36.4 36.4 37.3 6.2 0.9 

Basic metals 34.5 41.1 41.1 43.0 6.6 1.9 

Electronics, etc. 34.1 40.2 40.2 42.1 6.0 1.9 

Machinery 36.3 41.3 43.2 44.3 5.0 3.0 

Motor vehicles 43.4 43.4 38.3 45.6 0.0 2.2 

Construction 42.3 38.5 36.4 42.1 -3.8 3.6 

Distribution 30.3 33.5 33.0 34.1 3.2 0.6 

HORECA 34.5 38.1 35.7 35.8 3.6 -2.3 

Financial services 29.3 33.0 29.8 36.9 3.6 4.0 

Business services 33.1 38.6 38.2 40.1 5.5 1.5 

Source: European Labour Force Survey 

 

The importance of fixed-term contracts also varies markedly between countries, account-

ing for 27% of all employees, on average, in Poland and 25% in Spain (though in the latter 

the figure has fallen greatly over the recent past as the Government has made a major 

effort to reduce the use of such contracts) and 23% in Portugal, but for under 5% in many 

of the EU-12 countries (the three Baltic States, Bulgaria, Romania and Slovakia (Table 

3.3.17).  

 

The proportion of employees with fixed-term contracts tended to increase over the ten 

years or so leading up to the recession in the EU as a whole, though this tends to disguise 
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disparate tendencies in different countries and between those aged under 25 and those 

older. Across the EU-27, the share of employees in fixed-term jobs increased by 1 per-

centage point on average between 2000 and 2007, with relatively little variation between 

sectors, apart from Textiles and . Financial services, where the share fell over this period. 

 

Among employees aged under 25, however, the increase in share was much larger, averag-

ing almost 4 percentage points across the EU as a whole and over 3 percentage points in 

the EU-15, with only Construction among the sectors covered recording a fall (Table 3.3.18). 

 

The increase was less widespread in the EU-12, if Poland is left to one side, than in the 

EU-15, at least for total employees. In the EU-12 excluding Poland, therefore, there was a 

reduction in the share of employees with fixed-term contracts, if relatively small, in Rubber 

and plastics, HORECA and Business services, and most especially in Textiles, Construc-

tion and Distribution. In Poland, by contrast, there were significant increases in all sectors, 

most especially in Electronics and Motor vehicles. In the EU-15, it should be noted that the 

increase recorded was larger than the average over this period in most countries because 

of the significant reduction in the share in Spain, as policy action was taken to curb the use 

of temporary contracts across the economy. 

 

Table 3.3.17 

Share of employees with fixed-terms contracts in the EU-15 and EU-12, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15     Percentage point change 

Total 13.6 14.7 13.5 13.8 1.1 -0.9 

Textiles, clothing 10.6 11.3 8.6 11.4 0.7 0.1 

Chemicals 8.5 9.0 8.1 9.1 0.4 0.2 

Rubber, plastics 10.3 11.2 7.7 9.1 0.9 -2.2 

Basic metals 10.8 11.9 9.3 10.0 1.2 -1.9 

Electronics, etc. 9.6 10.0 8.4 8.9 0.3 -1.1 

Machinery 8.3 9.1 7.9 7.8 0.7 -1.2 

Motor vehicles 10.9 11.1 7.8 9.2 0.1 -1.8 

Construction 19.8 20.5 16.8 17.0 0.7 -3.5 

Distribution 12.1 13.2 12.3 12.7 1.1 -0.5 

HORECA 22.1 23.5 22.6 22.0 1.4 -1.4 

Financial services 6.7 6.4 5.8 6.2 -0.3 -0.2 

Business services 14.2 15.2 14.3 14.7 1.0 -0.5 

EU-12 excl. PL    

Total 5.5 5.3 5.0 5.6 -0.2 0.3 

Textiles, clothing 3.7 2.2 1.8 2.1 -1.6 0.0 

Chemicals 2.1 3.8 3.3 3.9 1.7 0.1 

Rubber, plastics 5.5 5.2 4.2 4.9 -0.3 -0.3 

Basic metals 2.8 4.1 2.9 3.8 1.3 -0.3 

Electronics, etc. 6.7 7.0 4.4 7.7 0.3 0.7 

Machinery 2.7 4.1 2.3 3.3 1.5 -0.8 

Motor vehicles 4.6 6.7 4.9 7.1 2.1 0.4 

Construction 8.3 6.5 6.4 6.8 -1.8 0.3 

Distribution 6.5 4.2 3.7 4.0 -2.3 -0.2 
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HORECA 10.9 10.7 10.5 10.6 -0.1 -0.1 

Financial services 2.6 3.3 2.9 2.7 0.7 -0.6 

Business services 7.2 6.9 6.5 7.8 -0.2 0.9 

Poland    

Total 22.5 28.2 26.4 27.2 5.7 -1.0 

Textiles, clothing 30.3 34.0 32.2 37.7 3.7 3.8 

Chemicals 18.2 25.6 23.7 23.8 7.5 -1.9 

Rubber ,plastics 27.9 31.5 29.7 32.1 3.5 0.6 

Basic metals 22.0 28.1 22.9 24.6 6.1 -3.5 

Electronics, etc. 25.5 41.3 34.5 37.1 15.8 -4.2 

Machinery 17.4 27.1 19.5 21.6 9.7 -5.5 

Motor vehicles 28.0 40.0 33.3 36.3 12.0 -3.7 

Construction 34.7 43.5 38.7 39.4 8.8 -4.1 

Distribution 31.2 36.6 34.0 35.1 5.4 -1.4 

HORECA 39.6 45.9 41.2 43.4 6.3 -2.5 

Financial services 14.8 17.4 18.1 17.0 2.6 -0.3 

Business services 28.8 38.2 33.2 33.1 9.3 -5.1 

Note: Figures for Poland for 2000 relate to 2004 

Source: European Labour Force Survey 

Table 3.3.18 

Share of employees, 15-24, with fixed-term contracts in EU-15 and EU-12, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15     Percentage point change 

Total 39.3 42.6 41.1 42.5 3.2 -0.1 

Textiles, clothing 29.9 40.4 36.4 38.0 10.4 -2.4 

Chemicals 46.6 58.5 53.6 43.6 11.8 -14.9 

Rubber, plastics 38.3 41.2 42.9 43.7 2.9 2.5 

Basic metals 40.1 45.6 45.2 46.3 5.5 0.7 

Electronics, etc. 40.1 49.1 49.2 48.0 9.1 -1.2 

Machinery 38.5 43.8 46.0 46.9 5.3 3.1 

Motor vehicles 47.7 49.6 46.0 51.5 1.9 1.9 

Construction 45.4 41.6 39.0 44.8 -3.8 3.2 

Distribution 32.5 35.9 35.3 36.2 3.3 0.3 

HORECA 36.4 39.9 37.4 37.3 3.5 -2.5 

Financial services 31.0 34.3 31.8 39.5 3.3 5.2 

Business services 34.9 40.4 39.9 41.6 5.5 1.3 

EU-12 excl. PL    

Total 12.6 14.1 13.8 16.3 1.5 2.2 

Textiles, clothing 5.2 3.8 6.1 2.6 -1.4 -1.2 

Chemicals 3.5 9.4 9.6 14.3 6.0 4.8 

Rubber, plastics 12.9 12.9 9.6 10.3 0.0 -2.6 

Basic metals 11.2 13.8 8.7 13.4 2.6 -0.3 

Electronics, etc. 17.3 16.9 8.7 21.3 -0.5 4.4 

Machinery 10.3 17.6 10.7 13.6 7.3 -4.0 

Motor vehicles 14.4 17.1 13.8 19.8 2.7 2.6 

Construction 13.5 13.3 13.8 17.1 -0.2 3.8 

Distribution 12.2 10.3 10.1 11.1 -1.9 0.8 

HORECA 16.7 20.1 19.3 20.5 3.4 0.4 

Financial services 7.3 14.7 12.2 9.0 7.5 -5.8 

Business services 11.8 15.9 15.8 18.5 4.2 2.5 

Poland    

Total 60.6 65.7 62.0 64.6 5.1 -1.1 
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Textiles, clothing 54.5 65.1 55.3 58.2 10.6 -6.9 

Chemicals 77.0 48.1 67.7 51.0 -28.9 3.0 

Rubber, plastics 57.9 68.2 59.7 66.3 10.3 -1.9 

Basic metals 56.5 65.7 46.9 53.7 9.3 -12.1 

Electronics, etc. 55.3 75.3 75.4 76.8 20.0 1.5 

Machinery 67.0 67.7 61.9 70.6 0.7 2.9 

Motor vehicles 60.3 69.6 67.4 62.6 9.4 -7.0 

Construction 71.1 65.3 66.5 62.7 -5.7 -2.6 

Distribution 58.1 64.4 58.2 63.9 6.3 -0.5 

HORECA 61.6 67.8 65.6 69.4 6.2 1.6 

Financial services 57.5 59.0 65.7 61.5 1.5 2.5 

Business services 53.4 67.8 69.1 64.9 14.4 -2.9 

Note: Figures for Poland for 2000 relate to 2004 

Source: European Labour Force Survey 

 

For those aged under 25, the share of employees with fixed-term contracts in the EU-15 

increased in all the sectors covered. In the EU-12, excluding Poland, although there was 

an overall reduction in the share with such contracts, in all the sectors covered apart from 

Construction and Motor vehicles, the share increased between 2000 and 2007. In Poland, 

there was an increase in all sectors, in most cases, relatively large, except in Construction 

and Chemicals. 

 

Over the recession years, 2007 to 2010, the share of employees with fixed-term contracts 

declined in all the sectors covered apart from Textiles and Chemicals across the EU as a 

whole. This was equally true for the EU-15, while in Poland, there was a decline in all the 

sectors except for Textiles and Rubber and plastics. In the other EU-12 countries taken 

together, however, the proportion of employees on fixed-term contracts increased overall, 

of only slightly, and in half of the sectors.  

 

The picture is different for those aged under 25. Among these, the proportion in fixed-term 

jobs overall was much the same in the EU-15 in 2010 as in 2007 before the onset of the 

recession. Nevertheless, the proportion increased in most of the sectors (8 of the 12), with 

a particularly increase in Financial services, though, on the other hand, the proportion in 

Chemicals declined markedly. There was also an increase in the majority of the sectors in 

the EU-12 excluding Poland, where the overall proportion of young employees in jobs with 

fixed contracts went up by over 2 percentage points over the three years, though this was 

coupled with significant reductions in both Machinery and Financial services. In Poland, the 

proportion declined both overall (by around 1 percentage point). 

 

The reduction in the share of employees with temporary contracts of employment reflects 

the net outcome of two opposing forces. First, temporary employees tend to be the ones 

who lose their jobs first as recession hits, insofar as employers find it easier and less costly 

not to renew fixed-term contracts than to make employees with permanent contracts re-

dundant. This has the effect of reducing the share of workers with fixed-term contracts. 
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Secondly, employers tend to take on employees on temporary contracts in the event of 

needing to expand their work force when future prospects are uncertain, as they typically 

are during a recession or in the initial stages of recovery. This has the effect of increasing 

the share of employees with fixed-term contracts. Over the period up to 2010, the first of 

these forces seems to have predominated in overall terms, but not for those under 25, for 

whom for the most part, there seems to have been a shift from permanent to fixed-terms 

jobs, perhaps reflecting a tendency among employers to use such contracts more exten-

sively when taking on young people.  

 

It is noticeable, therefore, that in both the EU-15 and the EU-12, including in this case in 

Poland, that there was an increase in the shore of employees with fixed-term contracts 

between 2009 and 2010 as employment began to grow again. This is even more the case 

for young people under 25, which suggests that the second of the forces indicated above 

became more important as recovery got underway. 

 

3.3.8 Changes in part-time working 

The proportion of those in employment working part-time (defined here as less than 35 

hours a week) varies markedly between the sectors as well as between different parts of 

the EU. It is much larger in all the service sectors than in the industrial ones and also much 

larger in the EU-15 than in the EU-12. Moreover, there have been markedly different 

tendencies in the two regions over the past decade or so, with the share of part-time work-

ers in employment increasing in the EU-15 and tending to decline in the EU-12. 

 
Figure 3.3.5 

Share of workers employed part-time (usually working <35 hours a week) in the EU-27,  

2000-2010 

 
Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 



73 

In the EU as a whole, therefore, the proportion of workers employed part-time in 2010 var-

ied from around a third in HORECA and around a quarter or more in Distribution and Busi-

ness services to only around 6-7% in Rubber and plastics, Machinery and Motor vehicles 

(Table 3.3.19). 

 

Between 2000 and 2007, the share, however, increased in all sectors apart from Motor 

vehicles, though most markedly in the service sectors where it was already relatively large. 

The increase in the latter accompanied the rise in the share of jobs filled by women, though 

also, in Distribution, in particular, the increased flexibility of service provision. 

 

The general increase in the importance of part-time working, however, was largely con-

fined to the EU-15, where in all the sectors covered, the proportion of workers employed 

part-time increased, most especially in Distribution and HORECA (Table 3.3.20). In the 

EU-12, excluding Poland, on the other hand, the share of those employed working part-

time declined in most of the industrial sectors covered and increased only slightly in the 

service sectors. In Poland, the proportion working part-time also declined in most of the 

industrial sectors but, unlike in the other EU-12 countries taken together, it declined as well 

in all four of the service sectors.  

 

Table 3.3.19 

Share of workers employed part-time (usually working <35 hours a week) in the EU-27,  

2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-27      Percentage point change 

Total 19.8 22.0 22.9 23.3 2.2 1.3 

Textiles, clothing 9.2 9.8 10.2 10.8 0.6 1.0 

Chemicals 8.2 9.0 9.1 9.0 0.8 0.1 

Rubber, plastics 6.7 7.8 7.1 7.6 1.0 -0.2 

Basic metals 5.9 6.6 7.4 7.3 0.7 0.7 

Electronics, etc. 7.4 7.4 8.5 8.7 0.0 1.4 

Machinery 5.4 6.3 6.8 6.4 0.9 0.1 

Motor vehicles 6.8 6.8 6.0 5.4 -0.1 -1.4 

Construction 6.0 6.8 7.6 8.1 0.8 1.4 

Distribution 23.0 25.2 25.3 26.0 2.2 0.7 

HORECA 28.5 31.2 33.6 34.6 2.8 3.4 

Financial services 14.1 16.2 16.2 15.7 2.2 -0.5 

Business services 23.4 25.8 27.1 26.9 2.4 1.1 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

No tendency was evident before the recession, therefore, for the relative number of people 

employed part-time to converge in the EU-12 towards that in the EU-15. This might be 

explained at least in part by the relatively low wages in these countries making it difficult for 

people to earn sufficient income to be employed in part-time jobs. It is also the case that 
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the employment rate of women, who tend to take most part-time jobs, did not rise in the 

EU-12 in the same way as in the EU-15. 

 

Over the recession years, there has been a notable change in trends. In the EU as a 

whole, the proportion of those employed working part-time increased in most sectors be-

tween 2007 and 2010, as it did before the economic downturn, the only exceptions being 

Rubber and plastics and Motor vehicles, where the proportion is relatively small anyway, 

as well as Financial services. The increase was less widespread in the EU-15, with the 

share of the work force employed part-time declining slightly over these three years in 

Chemicals and Machinery – which are also sectors where part-time working is of minor 

importance – as well as in the other three sectors. 

 

In the EU-12, excluding Poland, on the other hand, in contrast to the tendency before the 

recession, there was an increase in part-working both overall (by around 1 percentage 

point) and in all 12 of the sectors covered, except for Financial services. This was less the 

case in Poland, where part-time working continued to decline overall as well as in 4 of the 

12 sectors, including in particular Business services. Nevertheless, in the other sector, 

apart from Distribution, the share of those in employment working part-time increased, 

even if only slightly in most cases. 

 

Table 3.3.20 

Share of workers employed part-time in the EU-15 and EU-12, 2000-2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15     Percentage point change 

Total 21.7 24.4 25.3 25.7 2.7 1.3 

Textiles, clothing 12.2 14.6 15.0 15.5 2.4 0.9 

Chemicals 9.1 10.0 10.0 9.9 0.9 -0.2 

Rubber, plastics 7.5 9.0 8.2 8.6 1.5 -0.3 

Basic metals 6.7 7.6 8.4 8.3 0.8 0.7 

Electronics, etc. 8.4 8.9 9.8 10.3 0.6 1.4 

Machinery 6.2 7.0 7.2 6.9 0.9 -0.1 

Motor vehicles 7.6 7.9 6.8 6.3 0.3 -1.6 

Construction 6.5 7.6 8.5 9.1 1.1 1.4 

Distribution 25.4 28.3 28.4 29.1 2.9 0.8 

HORECA 31.1 34.0 36.6 37.6 2.9 3.6 

Financial services 14.9 17.2 17.4 16.8 2.3 -0.4 

Business services 24.8 27.3 28.6 28.4 2.5 1.1 

EU-12 excl. PL    

Total 7.7 6.2 6.7 7.1 -1.6 0.9 

Textiles, clothing 2.1 1.6 2.2 2.6 -0.5 1.0 

Chemicals 0.8 1.2 2.6 1.9 0.3 0.7 

Rubber, plastics 2.7 1.8 2.4 2.7 -0.9 0.9 

Basic metals 1.7 1.4 2.9 2.1 -0.3 0.7 

Electronics, etc. 1.7 1.0 2.9 2.1 -0.7 1.1 

Machinery 0.6 1.1 3.8 2.2 0.5 1.1 

Motor vehicles 0.6 0.7 2.0 1.0 0.1 0.4 

Construction 2.0 1.6 2.4 2.7 -0.4 1.1 
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Distribution 4.4 4.6 4.8 5.2 0.2 0.6 

HORECA 5.0 5.8 7.2 7.4 0.8 1.6 

Financial services 3.3 4.3 3.5 4.0 0.9 -0.3 

Business services 7.6 7.9 9.1 9.5 0.3 1.6 

Poland    

Total 15.6 13.8 12.4 12.3 -1.8 -1.5 

Textiles, clothing 7.9 3.9 4.4 4.9 -3.9 1.0 

Chemicals 2.2 2.1 1.7 1.0 -0.1 -1.1 

Rubber, plastics 3.8 3.6 1.8 2.6 -0.2 -1.0 

Basic metals 1.5 2.4 1.8 3.4 0.9 1.0 

Electronics, etc. 2.9 1.9 2.6 2.3 -1.0 0.4 

Machinery 2.0 2.2 2.1 2.6 0.1 0.4 

Motor vehicles 0.7 1.3 1.6 1.5 0.6 0.2 

Construction 4.5 3.8 3.2 3.5 -0.7 -0.3 

Distribution 11.0 8.5 8.1 8.4 -2.5 0.0 

HORECA 13.3 11.5 10.9 13.2 -1.7 1.7 

Financial services 7.2 6.8 7.8 7.0 -0.4 0.2 

Business services 17.2 15.5 14.0 13.2 -1.7 -2.3 

Note: Figures for Poland for 2000 relate to 2004 

Source: European Labour Force Survey 

The evidence suggests, therefore, that there was a shift towards part-time jobs over the 

recession period, which might again reflect uncertainty among employers over future pro-

spects. This is consistent with the reduction in average hours worked which occurred over 

the recession period (see Section 3.5 of this study, though this reduction seems to have 

been reversed as recovery has begun. Given the apparent coincidence of an increase in 

average hours worked and a rise in part-time working, which in itself should tend to reduce 

the average working time of those in employment as measured, the implication is that the 

hours worked by those in full-time jobs and, possibly part-time as well, has risen as the 

economy has started to grow again.  

 

This is confirmed in some degree by the data on actual hours worked (rather than on usual 

hours which have been used here to identify part-time workers), which shows a small in-

crease for those employed full-time between the first quarter of 2010 and the first quarter of 

2011, which is slightly larger in the EU-15 than in the EU-12 and is larger in manufacturing 

than in services. Average hours actually worked by those employed full-time were there-

fore around 1% higher in the latter quarter than three years earlier in the first quarter of 

2008. 

 

3.3.9 The share of jobs taken by migrants from outside the EU 

Migrants from outside the EU – defined here as those living in the EU who were born in a 

country outside14 – make up a small but significant proportion of the work force in a number 

                                                           
14

  The definition often used to identify migrants statistically is in terms of nationality or citizenship – i.e. those who do not 

possess citizenship of an EU Member State. The problem with this definition, however, is that it leaves out of account 

those who have acquired citizenship after living in a Member State for a time. Moreover, since the regulations 

governing the acquisition of citizenship vary across countries, adopting this definition excludes a variable proportion of 

migrants in different Member States. Although the definition used here also gives rise to problems, not least that 
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of Member States (Figure 3.3.6). Moreover, the numbers have increased markedly in 

some countries over the past decade or so. This is less the case in the EU-12 countries, 

where migrants represent in most cases only a small proportion of the population of work-

ing-age and which in many cases (Poland, the Baltic States, Romania and Bulgaria, espe-

cially) have experienced significant outward migration, particularly to the EU-15 countries, 

in recent years. The analysis here, therefore, is confined to the EU-15 countries. 

 

The proportion of the work force made up of migrants from outside the EU averaged 

around 7% in the EU-15 in 2009 (Table 3.3.21), though the figure was as high as 12% in 

Spain. The proportion varies significantly between sectors, in broad terms, inversely with 

the level of technology or knowledge intensity of the sector. The proportion is, therefore, 

relatively large on average across the EU-15 in HORECA in particular (15% in 2009), but 

also in Construction and Textiles and relatively small in Electronics, Motor vehicles and 

Machinery as well as Financial services. On the other hand, contrary to this tendency, it is 

also above average in Business services. 

 
Figure 3.3.6 

Share of jobs filled by migrants from outside the EU, 2000- 2010 

 
Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

Table 3.3.21 

Share of jobs filled by migrants from outside the EU, 2000- 2010 

  2000 2007 2009 2010 2000-07 2007-10 

EU-15     Percentage point change 

Total 4.0 6.3 6.7 6.7 2.2 0.4 

Textiles, clothing 5.9 8.3 7.9 7.4 2.5 -1.0 

                                                                                                                                                                          
nationals of a country may also have been born abroad because their parents were living outside the EU at the time, 

these problems seem less serious. In addition, the present definition has the advantage of identifying significantly more 

migrants than the alternative, so increasing the sample size. A major drawback of the definition, however, is that there 

are no data for Germany on country of birth, so this has to be omitted from the analysis. 
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Chemicals 2.6 3.3 3.9 3.6 0.7 0.3 

Rubber, plastics 3.7 5.1 6.1 6.7 1.5 1.5 

Basic metals 4.0 5.5 5.6 5.9 1.5 0.4 

Electronics, etc. 3.8 4.3 3.9 4.4 0.6 0.0 

Machinery 2.7 3.7 3.6 3.5 1.1 -0.2 

Motor vehicles 3.6 3.9 3.9 3.9 0.3 0.0 

Construction 4.2 8.9 8.3 8.1 4.7 -0.8 

Distribution 3.5 5.6 6.1 6.1 2.0 0.6 

HORECA 8.3 14.4 15.3 14.6 6.1 0.2 

Financial services 3.1 4.2 4.6 4.4 1.1 0.2 

Business services 4.9 6.9 7.4 7.2 2.0 0.3 

Note: EU-27 excludes Poland 

Source: European Labour Force Survey 

 

Overall, the proportion of jobs filled by migrants from outside the EU doubled between 

1995 and 2007, most of the increase occurring in the years 2000-2007. The proportion 

expanded in all the sectors covered over this latter period (and indeed between 1995 and 

2000 as well), but most especially in HORECA and Construction. The increase in the latter 

was especially marked in Spain, where migrants made up only 3% of employment in 2000 

but around 19% in 2007, only 7 years later. In Greece, the increase in the share of em-

ployment in the sector accounted for by migrants was equally substantial, the share rising 

from 16% in 2000 (and just 6% in 1995) to around 28% by 2007.  

 

In the three years 2007-2010, however, when recession hit the EU, the proportion of jobs 

filled by migrants from outside the EU declined on average in Construction, as it did in Tex-

tiles and, marginally, in Machinery. Moreover, while the proportion of jobs filled by migrants 

in HORECA was larger in 2010 than in 2007, it was significantly lower in 2010 than in 

2009, which suggest that the recession may have had a delayed effect in reducing em-

ployment of migrants in the sector.  

 

Within the EU-15, just as the recession had a differential impact on Member States, so too 

had it affected migrants in some countries more than others. In Spain, in particular, which 

experienced a high growth of inward migration from North Africa especially in the years 

leading up to the crisis, the share of jobs filled by those born outside the EU declined signif-

icantly between 2008 and 2010, notably in the sectors in which migrant workers are most 

important. In total, therefore, the share of employment accounted for by migrants declined 

by over 1 percentage point over these two years, but in Construction, by almost 4 percent-

age points. In HORECA, the share declined by 4 percentage points in 2010 alone.  

 

In Ireland, the share of jobs in HORECA filled by migrant workers from outside the EU de-

clined from 14% to 9% over these two years, though here, the severe recession hit mi-

grants from inside the EU as well as those from outside. The share of jobs in Construction 

held by migrants from the EU-12 countries, especially from the Baltic States and Poland, 

therefore, went down by 4 percentage points between 2008 and 2010.  
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3.4 Sensitivity of sectors to economic downturns  

3.4.1 Introduction 

The purpose of this section is to assess the "real" effect of the crisis on employment per 

sector, as opposed to structural trends – globalization, de-industrialization, etc. which have 

been discussed in more detail in the previous sections – seen in selected industries. As far 

as possible we address the question whether there is evidence that restructuring has re-

cently accelerated in sectors which were in difficulties before the crisis maybe in compari-

son with evidence from previous crisis. Therefore we analyse the sensitivity of the twelve 

different sectors as selected above to economic downturns in terms of value-added and 

employment and to compare the situation in the recent economic downturn with that ob-

served in past recessions. This will rely to a large extent again on the information contained 

in the sectoral databases indicated above, which enable the differential sectoral effect of 

previous downturns to be examined, to see how not only value-added and the number 

employed were affected in the mid-1970s, the early 1980s and early 1990s but also 

productivity and hours worked and the way these differential effects varied across coun-

tries. A primary aim will be to assess the extent to which the sectoral effects were similar 

from one downturn to another, even though the underlying causes differed, as well as from 

one country to another.  

 

The analysis will cover the period since 1975 insofar as data allow for individual countries 

and country groups and will examine subsequent periods of recovery as well as develop-

ments during the downturn itself, since this might provide a guide as to how different sec-

tors might be expected to behave in terms of value-added and employment growth at the 

present time as the recovery takes place. This will be complemented by a similar analysis 

of downturns in the US and Japan on the basis of the OECD STAN database. Further-

more, in Section 3.5 we will look in detail on the recent economic crisis to be compared 

with the patterns found for the previous crisis as discussed in this section.  

 

3.4.2 Historical patterns of employment booms and slumps for EU-15, US and Japan 

The long-term trends which have been in the focus of the previous sections do hide varia-

tions of growth rates over time and the impact of previous downturns – though none of 

them has been as severe as the recent crisis – on subsequent employment growth. 

Though the cycles have been similar in general there are specific patterns for each coun-

try. We therefore start presenting the growth rates of value-added and hours worked for the 

period 1970-2007 as far as data are available for EU-15, Japan and the US in Figure 3.4.1. 

 

In the EU-15, value-added growth was relatively high in the 1970s with a short dip in 1975 

due to the oil price crisis from which it recovered quickly, though. Between 1980 and 1981, 
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value-added growth slowed down substantially but quickly picked back up again and re-

mained fairly stable until 1990. But between 1990 and 1993 valued added growth rates fell 

again and were even slightly negative in 1993. From 1994 onwards, growth picked back up 

again until 2001, when Europe started to feel the effects of the burst of the dot-com bubble 

in the US. The resulting slowdown was quickly overcome though and from 2004 onwards 

growth was again relatively high. Growth rates in hours worked more or less followed the 

path of growth rates in value-added, at a much lower level in absolute terms, though (the 

difference was picked up by labour productivity growth rates). During the crisis of the 

1970s, hours worked growth plummeted to around -2% in 1975 and hardly had a chance 

to recover before it took another nose-dive in 1981. Apparently, the crisis of the early 

1980s had a more prolonged effect on the labour market as only in 1985 hours worked 

growth rates were back on track and significantly positive again. During the crisis of the 

early 1990s, hours worked growth plunged again, hit its low in 1993 with around -2% and 

slowly recovered thereafter, reaching its pre-crisis level in 1998 only. But in the wake of the 

US dot-com crisis hours worked growth slowed down again and even turned slightly nega-

tive in 2002. And while the immediate labour-market effects of the dot-com crisis were  
Figure 3.4.1 

Growth rates of value-added and hours worked 

EU-15 

 
USA 
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Japan 

 
Source: EU KLEMS (release November 2009), own calculations 

rather small, it took another 5 years (until 2006) before hours worked growth was back on 

its pre-crisis level. Finally, employment growth closely mirrored growth in hours worked. 

However, compared to employment, hours worked displayed stronger losses during eco-

nomic downturns while employment showed stronger growth during economic booms.  

 

In the US the dynamics appear to be qualitatively different. The time series only starts at 

the end of the 1970s. At the beginning of the 1980s the US economy slipped into a reces-

sion which resulted in negative output and employment growth rates in 1980 and particu-

larly in 1982 from which it recovered quite quickly, however. From 1984 onwards, the 

growth rates of both value-added and hours worked were quite high until 1990 when value-

added growth dropped and turned slightly negative in 1991. In the same year, hours 

worked growth also dropped to less than -1%. And although value-added growth already 

picked up again in 1992 employment (measured in hours worked) followed suit in 1993 

only. The next recession was caused by the burst of the dot-com bubble which resulted in 

significantly lower (though not negative) value-added growth rates but negative growth 
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rates of hours worked for three consecutive years from 2001 to 2003. In the US growth 

rates of hours worked and employment are relatively highly correlated. 

 

Japan experienced strong value-added growth in the 1970s and 1980s, with some tempo-

rary weakening at the beginning and middle of the 1980s. However, even as value-added 

growth slowed down, it still remained relatively high at about 3%. Growth in hours worked 

was much less impressive in this period due to strong productivity increases but remained 

positive until the beginning of the 1990s (with a small negative growth rate in 1985). From 

then on the situation changed significantly as the Japanese economy slipped into a long 

recession with small or even negative value-added growth rates and negative growth rates 

of hours worked until 2002. Only in 1995 and 1996 did any promising signs of recovery 

emerge which were shattered, however. The Japanese economy recovered and started to 

grow again only between 2003 and 2007, but growth rates of hours worked remained fairly 

low. Before the economic slump of the 1990s employment growth was more or less in line 

with growth in hours worked. This, however, changed in the 1990s (or already late 1980s) 

when employment growth rates started to exceed hours worked growth rates. 

 

Against the backdrop of the above overview of trends and cyclical patterns of value-added 

and employment growth, the analysis will however focus on a sectoral analysis, taking a 

closer look at the effects of economic crises on different sectors. For that purpose, mean-

ingful definitions of both crises and recovery phases need to be specified. This will be 

however not easy to define as specific country patterns and lags of crisis effects are obvi-

ous.  

 

In that respect, Figure 3.4.2 shows the index of employment levels normalized to zero for 

each crisis period, defined as a period with a negative employment growth rate. The index 

is therefore zero in the year in which employment reaches its maximum and becomes 

negative when employment falls short of this level. During the process of recovery the in-

dex eventually becomes positive which indicates that employment has recovered and is 

even higher than before the crisis. For example, during the oil price crisis of the 1970s em-

ployment levels in the EU-15 reached a maximum in 1974 but it took another four years 

(until 1978) before the pre-crisis employment level was reached again. The negative em-

ployment effect was even stronger in the 1980s when employment in the EU-15 declined 

by more than -2% relative to the pre-crisis level. And it returned to its pre-crisis level seven 

years later only (in 1986). A similar pattern is found for the crisis at the beginning of the 

1990s, which was even stronger than the previous crises of the 1970s or the 1980s (-3%).  

 

With significantly weaker and shorter recessions, the US sticks out both in terms of magni-

tude as well as length: in both the 1980s and the 1990s, crises employment levels reverted 

after 2 to 3 years already; furthermore, losses in employment were only at around -1% at 

the most. This is also the case for the dot-com crisis which, however, lasted somewhat 
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longer (4 years) in terms of employment. In contrast, the situation of the Japanese econo-

my in the 1990s was not an economic crisis that was caused by an external shock but ra-

ther as a break in the growth model of the economy as the slump lasted much longer and 

was much more severe.  

 

Figure 3.4.2 

Return to pre-crisis levels (Index of maximum before crisis = 0) in terms of employment 

 

Source: EU KLEMS (release November 2009), own calculations 

 

Figure 3.4.3 presents a similar exercise in terms of hours worked. However, during reces-

sions, hours worked tend to follow a longer downward trend than employment. For reasons 

of comparability, the analysis therefore took the same year as the beginning of a crisis as 

identified in the analysis of employment (Figure 3.4.2) and traced the index of hours 

worked until it turned positive again. Compared to the above analysis, qualitatively similar 

patterns emerge; the magnitudes are generally larger, though, which indicates that crises 

were predominantly weathered by means of reductions in hours worked. Moreover, Figure 

3.4.3 highlights that for the EU-15, the level of hours worked in the aftermath of the 1974 oil 

price crisis stayed persistently below the 1974-level until the next economic crisis set in. 

Hence, hours worked were unable to fully recover from the crisis of the 1970s before the 

next crisis of the 1980 s hit the EU-15 with full force.  
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Figure 3.4.3 

Return to pre-crisis levels in terms of hours worked 

(Index of employment maximum before crisis = 0) 

 

Source: EU KLEMS (release November 2009), own calculations 

 

This study is however more concerned with the sectoral implications of the previous crisis 

periods to be compared at a later stage with the actual crisis (see Section 3.5). In the follow-

ing we proceed by providing a comparative in-depth sectoral analysis starting with the EU-15 

and its individual member countries which is then complemented by analyses for the US and 

Japan focusing on employment, hours worked and value-added over the crisis periods.  

 

3.4.3 The EU-15 aggregate 

Employment 

The analysis of sectoral employment growth rates during crisis periods of the EU-15 ag-

gregate reveals the following important points. 

 Sectoral employment adjustments in response to any crisis varied considerably. 

 Service sectors tend to follow different employment adjustment patterns: in the face of 

an economic crisis, the real estate and business activities sector (LMN) and the ac-

commodation and food service activities sector (I) both still continued to expand em-

ployment while all other sectors had to cut employment. 

 The machinery and equipment sector (CK28) was always among the five sectors that 

cut employment the most to weather an economic crisis.  

 Sectoral employment adjustments were crisis-specific: except for the machinery and 

equipment sector (CK28), the set of sectors that cut employment the most differed 

across crises.  

 Due to e.g. relocation of production and increased mechanization, the textiles, apparel 

and footwear sector (CB) exhibits a general downward trend, continuously cutting em-

ployment.  
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 Patterns of recovery varied across crises and sectors.  

 

Figure 3.4.4 takes a comparative approach and looks at sectoral employment growth rates 

for the EU-15 aggregate, for the three economic crises of the 1970s, the 1980s and the 

1990s separately. Generally, it shows that variations in employment growth rates were 

strongest in response to the crisis of the 1990s.  

 

Furthermore, it reveals that as a general pattern, the real estate and business activities 

sector (LMN) and the accommodation and food service activities sector (I) both did not 

experience any losses in employment in any of the crises considered. Instead, the contin-

uous expansion of employment was temporarily disrupted and slowed down which points 

at labour hoarding as a widely used practice in these sectors. In contrast, all other sectors 

partly drastically reduced employment to accommodate falling demand and order volumes. 

During the crisis of the 1970s, employment cut-backs were particularly strong in the rubber 

and plastics sector (CG), the electronics, electrical and optical products sector (CI+CJ) and 

the machinery and equipment sector (CK28) which reduced employment by between -5% 

and -3%. The textiles, apparel and footwear sector (CB) and the construction sector (F), on 

the other hand, both continued their downward trend in employment by further cutting 

down labour in the 1975-slump-year by another -4% and -3%, respectively. Moreover, the 

motor vehicles sector (CL29) recovered the fastest from the 1975 recession and already 

expanded employment in 1976. During the crisis of the 1980s, losses in employment were 

particularly strong in the textiles, apparel and footwear sector (CB), the motor vehicles sec-

tor (CL29), the basic metals and fabricated metals sector (CH) and the rubber and plastics 

sector (CG) which reduced employment by between -6% and -4% in 1981. These sectors 

all continued their downward trend in labour by further cutting down employment. In the 

light of the rather sustained economic downturn, the electronics, electrical and optical 

products sector (CI+CJ) and the machinery and equipment sector (CK28) recovered the 

fastest and started to expand employment in 1985, a year after the recession was over-

come. Finally, the electronics, electrical and optical products sector (CI+CJ), the machinery 

and equipment sector (CK28), the motor vehicles sector (CL29) and the textiles, apparel 

and footwear sector (CB) underwent the most dramatic losses in employment of around -

7% to -8% during the 1990s economic crisis. The basic metals and fabricated metals sec-

tor (CH), the rubber and plastics sector (CG), the construction sector (F) and the electron-

ics, electrical and optical products sector (CI+CJ) recovered quite rapidly from the reces-

sion and already reported increasing employment levels in 1995.  
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Figure 3.4.4 

Sectoral employment growth rates during different economic crises in the EU-15 

 

 

 

Source: EU KLEMS (release November 2009), own calculations 
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Hours worked 

Generally, the analysis of sectoral hours worked growth rates of the EU-15 aggregate re-

veals the following: 

 Adjustment patterns in hours worked growth strongly mirror those in employment;  

 Labour hoarding was a general phenomenon: economic crises were predominantly 

weathered by means of adjustments in hours worked; 

 However, the degree of labour hoarding differed across crises and sectors considered: 

labour hoarding was strongest during the crises of the 1970s, moderate during the crisis 

of the 1980s but mixed during the crises of the 1990s as some sectors (e.g. the elec-

tronics, electrical and optical products sector (CI+CJ)) mainly resorted to reductions in 

employment to overcome the crisis;  

 First signs of recovery were mainly accommodated by means of adjustments in hours 

worked, however, some sectors relied on adjustments in labour instead; 

 

Figure 3.4.5 depicts and compares sectoral responses of hours worked growth rates 

across economic crises for the EU-15 aggregate. It highlights that compared to employ-

ment growth (see Figure 3.4.4) hours worked growth was generally more volatile, reacting 

more intensely to economic crises. More specifically, hours worked adjustments were 

strongest during the crises of the 1980s and the 1990s.  

 

Generally, hours worked growth strongly mirrors the growth patterns of employment identi-

fied in Figure 3.4.4. However, the consistently stronger cuts in hours worked suggest that 

each economic crisis was predominantly accommodated by reductions in hours worked. 

This was particularly true for the crisis of the 1970s: the lion’s share of any demand short-

falls in the electronics, electrical and optical products sector (CI+CJ) and the machinery 

and equipment sector (CK28) was absorbed by adjustments in hours worked. Moreover, 

Figures 3.4.4 and 3.4.5 suggest that during the 1970s recession labour hoarding was par-

ticularly prevalent in the real estate and business activities sector (LMN) and the wholesale 

and retail trade sector (G) which both averted losses in employment by primarily cutting 

back on hours worked. This was less so during the crisis of the 1980s in which reductions 

in hours worked were only slightly higher than those in employment. Specifically, the tex-

tiles, apparel and footwear sector (CB), the motor vehicles sector (CL29), the basic metals 

and fabricated metals sector (CH) and the rubber and plastics sector (CG) which reduced 

employment by between -4% and -6% in 1981 cut back on hours worked by between -5% 

and around -7%. The picture was more diverse during the crisis of the 1990s. Particularly, 

the machinery and equipment sector (CK28) and the motor vehicles sector (CL29) also 

relied on adjustments of hours worked to deal with the recession of the 1990s: both sectors 

cut employment by around -8% while hours worked fell by -8% and almost -10%, respec-

tively. In contrast, the textiles, apparel and footwear sector (CB) and the electronics, elec-

trical and optical products sector (CI+CJ) both mainly resorted to reductions in labour to  
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Figure 3.4.5 

Sectoral hours worked growth rates during different economic crises in the EU-15 

 

 

 
Source: EU KLEMS (release November 2009), own calculations 
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weather the recession of the 1990s. Furthermore, quick recovery was also predominantly 

accomplished by increases in hours worked. Specifically, during the 1970s economic cri-

sis, the motor vehicles sector (CL29) more strongly expanded hours worked than employ-

ment once the recession was overcome in 1976. Similarly, after the crisis of the 1980s, the 

electronics, electrical and optical products sector (CI+CJ) primarily increased hours worked 

to satisfy growing demand. In contrast, the machinery and equipment sector (CK28) mainly 

adjusted employment to accommodate growing demand. Finally, after the recession of the 

1990s, both the basic metals and fabricated metals sector (CH) and the rubber and plas-

tics sector (CG) recovered quickly by predominantly expanding hours worked while the 

motor vehicles sector (CL29) and the construction sector (F) both resorted to increases in 

employment to meet growing demand and order volumes.  

 

Value-added 

The analysis of sectoral value-added growth rates of the EU-15 aggregate points at the 

following general findings: 

 Compared to employment and hours worked, value-added growth rates were generally 

more volatile and varied more strongly; 

 On average, losses in value-added were strongest during the crisis of the 1970s;  

 Sectoral value-added adjustment patterns tend to differ from adjustment patterns in 

employment or hours worked;  

 In the face of all three economic crisis analysed, only the real estate and business ac-

tivities sector (LMN) succeeded in further expanding value-added; all other sectors ex-

perienced losses in value-added in one or another crisis;  

 Irrespective of crisis considered, the machinery and equipment sector (CK28), the basic 

metals and fabricated metals sector (CH) and the construction sector (F) were always 

among the sectors that experienced the strongest losses in value-added;  

 The textiles, apparel and footwear sector (CB), which continuously shrank in terms of 

employment, was not always among the sectors with the starkest losses in value-added;  

 During the crisis of the 1980s, the electronics, electrical and optical products sector 

(CI+CJ) and the chemicals sector (CE) both also maintained rising value-added levels;  

 The motor vehicles sector (CL29) reacted most sensitively to the crisis of the 1990s: in 

the 1993 slump-year value-added plunged by -13% and a year later only, value-added 

levels soared by remarkable 9%; 

 

Annual reactions of value-added growth rates to different economic crises for the EU-15 

aggregate are depicted in Figure 3.4.6 below. It reveals that in comparison to dynamics in 

employment and hours worked growth rates (Figures 3.4.4 and 3.4.5), value-added growth 

rates were generally more volatile and varied more strongly. Generally, the variations in 

value-added growth rates were stronger than those in either employment or hours worked 

growth rates and strongest during the crisis of the 1970s and the 1990s.  
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Figure 3.4.6 shows that in compliance with dynamics observable for both employment and 

hours worked growth, only the real estate and business activities sector (LMN) succeeded 

in expanding value-added throughout all economic crises considered. Additionally, the 

financial and insurance activities sector (K) and the accommodation and food service activ-

ities sector (I) also experienced growing value-added levels during the crisis of the 1970s 

while the electronics, electrical and optical products sector (CI+CJ) underwent similar im-

provements in value-added levels during the crisis of the 1980s. Similarly, the financial and 

insurance activities sector (K) also further increased its value-added levels during the crisis 

of the 1990s. However, the majority of sectors experienced losses in value-added in con-

junction with any economic crisis. Specifically, during the 1970s crisis, value-added losses 

were highest in the basic metals and fabricated metals sector (CH) and the machinery and 

equipment sector (CK28) with -7%, followed by the rubber and plastics sector (CG) with -

6%, the chemicals sector (CE) with -5% and the electronics, electrical and optical products 

sector (CI+CJ) with -4%. In contrast, with only -0.5%, the drop in value-added was most 

moderate in the wholesale and retail trade sector (G). The construction sector (F) and the 

motor vehicles sector (CL29) both already reported losses in value-added in 1974 – the 

year prior to the slump – and faced further degrading value-added levels once the full force 

of the slump set in in 1975. During the 1980s crisis, the construction sector (F) had to face 

a slight reduction in its value-added. Moreover, the accommodation and food service activi-

ties sector (I) showed a delayed reaction to the 1980s crisis: value-added levels improved 

during the 1981 and 1982 crises years, dropped briefly in 1983 - when the crisis was al-

most overcome – and remained almost unchanged thereafter. Other sectors, on the other 

hand, continued to face dropping value-added levels: the basic metals and fabricated met-

als sector (CH), the machinery and equipment sector (CK28), the rubber and plastics sec-

tor (CG), the textiles, apparel and footwear sector (CB) and the wholesale and retail trade 

sector (G) all experienced falling value-added levels a year before the crisis set in already 

and further lost value-added during the economic downturn. In contrast, the financial and 

insurance activities sector (K) and the chemicals sector (CE) both succeeded in even ex-

panding value-added during the prolonged recession of the 1980s when all other sectors 

experienced partly significant losses in their value-added levels. Moreover, the chemicals 

sector (CE) further expanded value-added levels by almost 9% in the aftermath of the cri-

sis. During the crisis of the 1990s, the electronics, electrical and optical products sector 

(CI+CJ), the chemicals sector (CE) and the accommodation and food service activities 

sector (I) all experienced a loss in value-added levels, though to a small degree only. In 

contrast, the motor vehicles sector (CL29), the machinery and equipment sector (CK28), 

the basic metals and fabricated metals sector (CH), the textiles, apparel and footwear sec-

tor (CB) and the construction sector (F) all already reported dropping value-added levels 

before the crisis set in in 1992 and further lost value-added during the economic downturn. 

In that respect, value-added growth rates fell most dramatically in the motor vehicles sector 

(CL29) with about -12 percentage points, the construction sector (F) with -5 percentage 

points and the machinery and equipment sector (CK28) with -3 percentage points.  
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Figure 3.4.6 

Sectoral value-added growth rates during different economic crises in the EU-15 

 

 

 
Source: EU KLEMS (release November 2009), own calculations 
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Furthermore, irrespective of economic crisis considered, recovery in terms of value-added 

was swift in the machinery and equipment sector (CK28). However, in the aftermath of the 

1980s economic crisis, recovery was fastest in the chemicals sector (CE), the motor vehi-

cles sector (CL29) and the rubber and plastics sector (CG). Furthermore, the basic metals 

and fabricated metals sector (CH) and the rubber and plastics sector (CG) both recovered 

the fastest after the 1980s crisis while the motor vehicles sector (CL29) and the basic met-

als and fabricated metals sector (CH) underwent the fastest recovery once the crisis of the 

1990s was overcome. Generally, the motor vehicles sector (CL29) reacted most sensitively 

to the crisis of the 1990s and underwent the most dramatic and impressive recovery: in the 

1993 slump-year value-added plunged by 13% and a year later only, value-added levels 

already soared by remarkable 9%.  

 

Labour productivity 

The analysis of sectoral labour productivity growth rates of the EU-15 aggregate demon-

strates the following: 

 With the exception of the crisis of the 1970s, total labour productivity remained positive, 

despite any ongoing crisis;  

 Sectoral labour productivity responses were diverse and crisis specific; 

 During the crisis of the 1980s, sectors with the strongest labour productivity losses were 

concentrated in the service sector; 

 Across all three crisis considered, only the electronics, electrical and optical products 

sector (CI+CJ) was consistently among the three sectors with the strongest labour 

productivity improvements;  

 

Annual reactions of labour productivity growth rates to economic crises of the 1970s, the 

1980s and the 1990s are presented in Table 3.4.1 below for the EU-15 aggregate. It high-

lights that both overall as well as sectoral labour productivity responses to different eco-

nomic crises partly strongly depend on the exact definition of labour productivity. Specifical-

ly, expressed in terms of hours worked, total labour productivity growth remained positive 

throughout the entire crisis of the 1970s which indicates that the drop in hours worked 

growth was more pronounced than the drop in value-added growth. In contrast, expressed 

in terms of employment, labour productivity growth was slightly negative during the 1970s 

crisis which implies that the decline in hours worked growth was less pronounced than the 

decline in value-added growth. Hence, as pointed out above, labour hoarding was a com-

mon phenomenon. Moreover, labour productivity responses varied strongly across sectors. 

As such, expressed in terms of hours worked, labour productivity losses were strongest in 

the motor vehicles sector (CL29) (with -2.06%), the basic metals and fabricated metals 

sector (CH) (with -1.56%) and the machinery and equipment sector (CK28) (with -1.03%). 

In contrast, despite the economic crisis, several sectors recorded labour productivity gains: 

with 2.69%, the highest gains emerged in the electronics, electrical and optical products 

sector (CI+CJ), followed by the textiles, apparel and footwear sector (CB) with 1.31% and 
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the construction sector (F) with 0.26%. However, expressed in terms of employment, la-

bour productivity losses were strongest in the basic metals and fabricated metals sector 

(CH) with -4.64%, the machinery and equipment sector (CK28) with -4.13% and the chem-

icals sector (CE) with -3.29%.  

 

Table 3.4.1 

Strongest sectoral labour productivity reactions to the crisis of the 1970s, the 1980s  

and the 1990s: EU-15 aggregate 

  Crisis of the 1970s Crisis of the 1980s Crisis of the 1990s 

  

per hour 

worked 

per person 

employed 

per hour 

worked 

per person 

employed 

per hour 

worked 

per person 

employed 

 Total 1.41 -0.07 1.05 0.48 1.16 1.01 

CB Textiles, apparel, footwear, etc. 1.31 1.19 -0.34 0.12 -0.12 -0.27 

CE Chemicals -0.72 -3.29 2.9 2.26 1.74 2.34 

CG Rubber and plastics, etc. 0.08 -1.62 -0.69 -1.3 1.16 0.95 

CH Basic metals  -1.56 -4.64 -0.77 -1.65 -1.54 -1.23 

CI+CJ Electronic, electrical and optical products 2.69 0.28 2.25 1.56 1.43 1.61 

CK28 Machinery and equipment, n.e.c. -1.03 -4.13 -0.24 -1.65 -0.25 -2.52 

CL29 Motor vehicles -2.06 -3.21 1.6 -0.34 -4.37 -6.36 

F Construction 0.26 -1.03 -0.34 -0.52 -1.42 -1.19 

G Wholesale and retail trade -0.64 -1.07 -1.58 -1.42 0.44 0.35 

I Accommodation and food service activities -0.11 0.03 -4.25 -3.9 -1.37 -2.3 

K Financial and insurance activities -0.32 -0.79 -1.92 -2.33 -0.31 0.08 

LMN Real estate and business activities -0.7 0.55 -3.66 -2.43 -2.44 -2.88 

Source: EU KLEMS (release November 2009), own calculations 

 

During the crises of the 1980s and the 1990s, labour productivity growth remained positive 

throughout which is due to the fact that value-added growth outperformed growth in both 

hours worked and employment. Moreover, at the sectoral level, labour productivity re-

sponses were more uniform during both economic crises. In particular, irrespective of the 

exact definition, labour productivity losses were strongest in the service sector: with -4.25% 

or -3.90%, the accommodation and food service activities sector (I) experienced the 

strongest labour productivity losses, followed by the real estate and business activities sec-

tor (LMN) with -3.66% or -2.43% and the financial and insurance activities sector (K) with -

1.92% or -2.33%. In contrast, a few sectors managed to maintain positive labour produc-

tivity growth rates, despite any ongoing crises. Specifically, irrespective of exact definition, 

labour productivity gains were highest in the chemicals sector (CE) with 2.90% or 2.26% 

and the electronics, electrical and optical products sector (CI+CJ) with 2.25% or 1.56%.  

 

In contrast, during the crisis of the 1990s, labour productivity losses were less concentrated 

in the service sector. In particular, irrespective of exact definition, labour productivity losses 

were most pronounced in the in the motor vehicles sector (CL29) with -4.37% or 6.36% 

and the real estate and business activities sector (LMN) with -2.44% or -2.88%. Moreover, 

expressed in terms of hours worked, labour productivity losses were also rather strong in 

the basic metals and fabricated metals sector (CH) with -1.54% or, expressed in terms of 
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employment, in the machinery and equipment sector (CK28) with -2.52%. Furthermore, 

despite the crisis, some sectors kept positive labour productivity growth rates. Irrespective 

of exact definition, the chemicals sector (CE) with 1.74% or 2.34%, the electronics, electri-

cal and optical products sector (CI+CJ) with 1.43% or 1.61% and the rubber and plastics 

sector (CG) with 1.16% or 0.95% all reported the highest labour productivity gains.  

 

Summary 

Generally, the analysis demonstrates that sectoral employment adjustment patterns in the 

EU-15 aggregate in response to the economic crises of the 1970s, the 1980s or the 1990s 

were rather diverse. Specifically, with the exception of the textiles, apparel and footwear 

sector (CB) which continuously shrank throughout the entire observation period, only the 

machinery and equipment sector (CK28) was consistently among the 5 sectors that cut 

employment the most in response to any crisis considered. Moreover, only the accommo-

dation and food service activities sector (I) and the real estate and business activities sec-

tor (LMN) both continued to expand employment throughout all crises. In contrast, all other 

sectors responded rather individually to economic crises. This suggests that the specific 

source of economic crises played a pivotal role in shaping sectoral response patterns. In 

addition to the textiles, apparel and footwear sector (CB) and the machinery and equip-

ment sector (CK28), employment reductions were strongest in the rubber and plastics sec-

tor (CG), the electronics, electrical and optical products sector (CI+CJ) and the construc-

tion sector (F), which all reduced employment by between -5% and -3% in response to the 

economic crisis of the 1970s. During the crisis of the 1980s, cut-backs in employment were 

strongest in the motor vehicles sector (CL29), the basic metals and fabricated metals sec-

tor (CH) and the rubber and plastics sector (CG) which reduced employment by between -

6% and -4% in the 1981-slump year. Finally, the electronics, electrical and optical products 

sector (CI+CJ), the motor vehicles sector (CL29) underwent the most dramatic losses in 

employment of around -7% to -8% during the 1990s economic crisis.  

 

Moreover, adjustment patterns in hours worked growth strongly resemble adjustment pat-

terns in employment. However, the generally stronger adjustments in hours worked em-

phasises that crises were predominantly weathered by means of significant reductions in 

hours worked. This in turn suggests that labour hoarding, aimed at conserving firm-specific 

knowledge and know-how and at limiting the costs of re-employment and training, was a 

generally practiced strategy. However, the degree of labour hoarding differed across crises 

and sectors, depending on the source, strength or length of any recession considered.  

 

In contrast to employment or hours worked, value-added responded more strongly to eco-

nomic crises. Moreover, sectoral adjustment patterns in value-added tend to differ from 

adjustment patterns in either employment or hours worked. Specifically, in addition to the 

machinery and equipment sector (CK28), the basic metals and fabricated metals sector 

(CH) and the construction sector (F) were the only three sectors which consistently lost 
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value-added throughout all three crises considered. In contrast, only the real estate and 

business activities sector (LMN) succeeded in further expanding value-added despite any 

ongoing recession.  

 

Finally, light is also shed on labour productivity dynamics, either expressed in terms of 

hours worked or in terms of employment. The analysis demonstrates that sectoral labour 

productivity dynamics were crisis-specific. During the crisis of the 1980s, sectors with the 

strongest labour productivity losses were concentrated in the service sector while during 

the economic crises of the 1970s and the 1990s both the manufacturing and the service 

sector hosted sectors with non-negligible labour productivity losses. In contrast, across all 

crises considered, almost without exception, the manufacturing sector hosted all sectors 

with the highest labour productivity gains. And only the electronics, electrical and optical 

products sector (CI+CJ) was always among the three sectors that experienced the strong-

est expansion in labour productivity, irrespective of crisis considered.  

 

3.4.4 EU-15 member countries 

The analysis now proceeds by discussing sectoral responses to either economic crisis of 

EU-15 member countries. However, instead of a dynamic approach which would analyse 

the yearly responses of different variables for each year during each crises and each sec-

tor, the ensuing analysis takes a direct and focused approach and concentrates on one 

particular year only: the year with the strongest adjustments of either employment, hours 

worked or value-added in each sector per crisis. This provides a more meaningful and rep-

resentative picture of direct sectoral responses to crises which remains unblurred by any 

recovery dynamics.15  

 

Employment 

Basically, the analysis of sectoral employment growth rates of all EU-15 member countries 

finds the following: 

 Service sectors (excluding construction (F)) tend to display smaller and more uniform 

labour adjustments to economic crises;  

 Manufacturing sectors (including construction (F)) show much stronger variation in ad-

justment rates across sectors which varied the most in the textiles, apparel and footwear 

sector (CB) and the rubber and plastics sector (CG), irrespective of crisis considered;  

 During the crisis of the 1970s, employment growth rates varied the most in the machin-

ery and equipment sector (CK28), the rubber and plastics sector (CG), the electronics, 

electrical and optical products sector (CI+CJ) and the motor vehicles sector (CL29); 

                                                           
15

  A similar analysis for the EU-12 member states is not provided as these countries faced a very different development in 

the 1990s which was characterized by phase of job-less growth due to strong productivity increases. In the more recent 

years before the crisis positive employment growth could be observed however. As this section focuses on the cyclical 

sensitivity of particular sectors we could not include these countries. 
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 During the crisis of the 1980s, employment adjustment rates varied the most in the mo-

tor vehicles sector (CL29) and the construction sector (F); 

 During the crisis of the 1990s, variations in employment growth rates were strongest in 

the machinery and equipment sector (CK28), the motor vehicles sector (CL29) and the 

construction sector (F); 

 

Sectoral dynamics of employment growth rates during the crises of the 1970s, the 1980s 

and the 1990s, separately, are depicted in Panels A, B and C in Figure 3.4.7 below by 

means of box plots for all EU-15 member countries.16 It shows that despite of the source, 

depth and length of crises considered, some uniform response patterns emerge. Specifical-

ly, all service sectors (excluding the construction sector (F)) appear to have a different re-

sponse pattern than manufacturing sectors. Except for some outliers in the real estate and 

business activities sector (LMN) and the financial and insurance activities sector (K), labour 

adjustments in service sectors were generally smaller and more uniform. In contrast, manu-

facturing sectors (including the construction sector (F)) more strongly cut employment to 

accommodate falling demand during a recession: the textiles, apparel and footwear sector 

(CB) consistently experienced the starkest losses in employment in all EU-15 member 

countries. Furthermore, manufacturing sectors also show stronger variation in adjustment 

rates across sectors: adjustments in employment uniformly varied the most in the textiles, 

apparel and footwear sector (CB) and the rubber and plastics sector (CG). Apart from these 

uniform patterns, some crisis-specific response dynamics become apparent. During the 

crisis of the 1970s, the construction sector (F), the electronics, electrical and optical prod-

ucts sector (CI+CJ) and the basic metals and fabricated metals sector (CH) all experienced 

significant losses in employment throughout the EU-15. Disregarding outliers, employment 

growth rates varied the most in the machinery and equipment sector (CK28), the rubber and 

plastics sector (CG), the electronics, electrical and optical products sector (CI+CJ) and the 

motor vehicles sector (CL29). In contrast, except for two outliers, employment tended to 

expand in the real estate and business activities sector (LMN) and the financial and insur-

ance activities sector (K) in almost all EU-15 countries, to a small degree though. During the 

crises of the 1980s and the 1990s, all manufacturing sectors of the EU-15 member coun-

tries (including the construction sector (F)) experienced losses in employment. Apart from 

the textiles, apparel and footwear sector (CB), the construction sector (F) lost the most dur-

ing the crisis of the 1980s (by -7% on average) while the motor vehicles sector (CL29) lost 

the most during the crisis of the 1990s (by -10% on average). Moreover, employment ad-

justment rates varied the most in the motor vehicles sector (CL29) and the construction 

sector (F) during the crisis of the 1980s. During the crisis of the 1990s, variations were 

strongest in the machinery and equipment sector (CK28), the motor vehicles sector (CL29) 

and the construction sector (F). Furthermore, employment was cut substantially in the motor 

vehicles sector (CL29) in all EU-15 member countries: with a median of around -10%, half 

                                                           
16

  The detailed data are listed in Appendix Tables A.3.4.1A-A.3.4.3C. 
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of all EU-15 motor vehicles sectors (CL29) experienced losses of more than -10%. In con-

trast, while employment varied strongly in the construction sector (F) and the machinery and 

equipment sector (CK28), the average extent of labour reductions was rather small: the 

majority of EU-15 construction sectors (F) and machinery and equipment sectors (CK28) 

underwent employment cuts of between -1% and -4% and -2% and -6%, respectively. 

Moreover, among all service sectors considered (excluding the construction sector (F)), the 

financial and insurance activities sector (K) and the wholesale and retail trade sector (G) 

both predominantly experienced losses in employment. However, the extent of labour ad-

justments was fairly small and pretty similar across all EU-15 member countries.  

 

Figure 3.4.7 

A comparison of strongest employment responses in all EU-15 member countries 
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Source: EU KLEMS (release November 2009), own calculations
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Source: EU KLEMS (release November 2009), own calculations. 

Hours worked 
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Basically, the analysis of sectoral hours worked growth rates of all EU-15 member coun-

tries points at the following: 

 Adjustment patterns in hours worked strongly resemble adjustment patterns in employ-

ment in terms of direction, were, however, generally more diverse and varied more 

strongly;  

 Adjustment patterns in service sectors (excluding construction (F)) tend to be more uni-

form; 

 

Figure 3.4.8  

A comparison of strongest hours worked responses in all EU-15 member countries 
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EU-15 member countries

 

Source: EU KLEMS (release November 2009), own calculations. 

Panels A, B and C of Figure 3.4.8 show sectoral dynamics of hours worked growth rates 

during the crises of the 1970s, the 1980s and the 1990s, separately, for all EU-15 member 

countries together. Apparently, changes in hours worked strongly correspond to adjust-
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ments of employment in terms of direction but display stronger overall variation. During the 

crisis of the 1970s, almost all manufacturing sectors (including construction (F)) in the 

EU-15 member states cut hours worked, partly substantially, while service sectors of the 

EU-15 – particularly the real estate and business activities sector (LMN) and the financial 

and insurance activities sector (K) – managed to expand hours worked. Moreover, without 

exception, all EU-15 manufacturing sectors (including construction (F)) cut hours worked 

during both the recession of the 1980s and the 1990s. Hours worked were also consistently 

cut in the financial and insurance activities sector (K) in response to the recession of the 

1990s. The construction sector (F) was an interesting case during the economic crisis of the 

1990s: while all EU-15 member countries consistently cut employment in the construction 

sector (F), some still managed to increase hours worked. This is indicative of a substitution 

effect such that some EU-15 member countries compensated a loss in total employment 

with an increase in hours worked by shifting the additional workload to fewer employees.  

 

However, throughout the EU-15, hours worked growth rates were generally more diverse 

and varied more strongly than growth rates of employment. This is particularly true for the 

chemicals sector (CE), the rubber and plastics sector (CG), the electronics, electrical and 

optical products sector (CI+CJ), the motor vehicles sector (CL29) and the machinery and 

equipment sector (CK28) during the crisis of the 1970s. However, it was less so during the 

crises of the 1980s and the 1990s. Only the construction sector (F) shows significantly 

stronger variation in hours worked than in employment during the crisis of the 1980s while 

hours worked growth rates were more diverse in the textiles, apparel and footwear sector 

(CB), the electronics, electrical and optical products sector (CI+CJ) and the motor vehicles 

sector (CL29) during the crisis of the 1990s. 

 

Value-added 

Basically, the analysis of sectoral value-added growth rates of all EU-15 member countries 

reveals the following: 

 Variations in value-added growth rates were stronger than variations in either employ-

ment or hours worked growth rates; 

 Throughout all crises considered, value-added growth rates varied the most in the mo-

tor vehicles sector (CL29); 

 Disregarding Luxembourg, value-added responses to the crisis of the 1970s were most 

uniform in the basic metals and fabricated metals sector (CH) and most diverse in the 

chemicals sector (CE); 

 During the recession of the 1980s, among all manufacturing sectors considered (includ-

ing construction (F)), value-added varied the most in the motor vehicles sector (CL29) 

but was most uniform in the rubber and plastics sector (CG) and the construction sector 

(F). Among all service sectors considered, only the financial and insurance activities 

sector (K) displayed considerable variation in value-added while value-added responses 
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were most uniform in the wholesale and retail sector (G) and the financial and insurance 

activities sector (I); 

 Value-added responses to the recession of the 1990s were most uniform in the basic 

metals and fabricated metals sector (CH) and the chemicals sector (CE) and most diverse 

in the motor vehicles sector (CL29) and the textiles, apparel and footwear sector (CB); 

 

Figure 3.4.9 

A comparison of strongest value-added responses in all EU-15 member countries 
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Source: EU KLEMS (release November 2009), own calculations. 

 

Furthermore, Panels A, B and C of Figure 3.4.9 show sectoral dynamics of value-added 

growth rates during the crises of the 1970s, the 1980s and the 1990s, separately, for all 
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EU-15 member countries together. Generally, value-added growth rates varied more 

strongly than either employment or hours worked growth rates.  

 

Generally, disregarding any outliers, value-added growth rates varied the most in the motor 

vehicles sector (CL29) in all three crises considered. During the recession of the 1970s, 

with the exception of the real estate and business activities sector (LMN) which, on aver-

age, managed to increase value-added by 1%, all sectors predominantly experienced 

losses in value-added. On average, the most pronounced losses occurred in the chemicals 

sector (CE), the basic metals and fabricated metals sector (CH) and the textiles, apparel 

and footwear sector (CB). However, in the face of the crisis, value-added improved in 

some sectors of some EU-15 countries. Specifically, value-added increased in the chemi-

cals sector (CE), the textiles, apparel and footwear sector (CB) and the electronics, electri-

cal and optical products sector (CI+CJ) of one or more EU-15 countries. Furthermore, ex-

cept for Luxembourg as an outlier, value-added responses to the crisis of the 1970s were 

most uniform in the basic metals and fabricated metals sector (CH) and most diverse and 

heterogeneous in the motor vehicles sector (CL29) and the chemicals sector (CE). How-

ever, while value-added dropped substantially in the majority of EU-15 chemicals sectors 

(CE) by more than -8%, the majority of EU-15 motor vehicles sectors (CL29) experienced 

losses in value-added of less than -7%. During the recession of the 1980s, some EU-15 

real estate and business activities sectors (LMN) experienced improvements in value-

added. All other sectors faced losses in value-added. The most pronounced losses oc-

curred in the motor vehicles sector (CL29) by -10%, the machinery and equipment sector 

(CK28) by -7% and the construction sector (F) by -9%, on average. However, the majority 

of EU-15 machinery and equipment sectors (CK28) and construction sectors (F) under-

went substantial losses of more than 8% and 7%, respectively, while the majority of EU-15 

motor vehicles sector (CL29) lost less than 7%. Despite the crisis, one or more EU-15 

basic metals and fabricated metals sectors (CH) and electronics, electrical and optical 

products sectors (CI+CJ) still managed to improve value-added levels. Specifically, the 

Finnish basic metals and fabricated metals sector (CH) and the Austrian electronics, elec-

trical and optical products sector (CI+CJ) both experienced improving value-added levels. 

In the manufacturing sectors (including the construction sector (F)), value-added varied the 

strongest in the motor vehicles sector (CL29) and was most uniform in the rubber and plas-

tics sector (CG) and the construction sector (F). In the service sectors, only the financial 

and insurance activities sector (K) displays considerable variation in value-added. With the 

exception of Luxembourg as an outlier, value-added responses were most uniform in the 

wholesale and retail sector (G) and the financial and insurance activities sector (I). During 

the crisis of the 1990s, all manufacturing sectors uniformly and consistently experienced 

losses in value-added. However, some service sectors expanded value-added despite the 

recession. Specifically, the Irish and Austrian construction sectors (F), the Spanish whole-

sale and retail sector (G), the Greece financial and insurance activities sector (K) and the 

Dutch, the German, the Austrian, the British, the Greece, the Belgian and Portuguese real 
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estate and business activities sectors (LMN) all succeeded in raising value-added. In con-

trast, the financial and insurance activities sector (I) consistently lost value-added. General-

ly, losses in value-added were strongest, on average, in the motor vehicles sector (CL29), 

the machinery and equipment sector (CK28) and the textiles, apparel and footwear sector 

(CB) but smallest in the chemicals sector (CE). Moreover, the majority of EU-15 machinery 

and equipment sectors (CK28) and textiles, apparel and footwear sectors (CB) underwent 

losses of value-added of more than 10%. Value-added responses to the recession of the 

1990s were most uniform in the basic metals and fabricated metals sector (CH) and the 

chemicals sector (CE) and most diverse and heterogeneous in the motor vehicles sector 

(CL29) and the textiles, apparel and footwear sector (CB).  

 

Labour productivity (hours worked based) 

Basically, the analysis of sectoral labour productivity growth rates (in terms of hours 

worked) of all EU-15 member countries finds the following: 

 variations in labour productivity growth rates were stronger than variations in value-

added, employment or hours worked growth rates; 

 variations in labour productivity growth rates were strongest during the recession of the 

1970s; 

 during the crisis of the 1970s all sectors experienced, on average, losses in labour 

productivity which were, on average, strongest in the motor vehicles sector (CL29), the 

chemicals sector (CE) and the basic metals and fabricated metals sector (CH); 

 during the recession of the 1980s, labour productivity losses were, on average, most 

pronounced in the real estate and business activities sectors (LMN), the motor vehicles 

sector (CL29) and the financial and insurance activities sector (K); 

 during the recession of the 1980s, only the financial and insurance activities sector (I) 

experienced labour productivity losses in all EU-15 member countries; 

 during the crisis of the 1990s, all sectors considered experienced, on average, labour 

productivity losses which were most dramatic in the motor vehicles sector (CL29), the 

electronics, electrical and optical products sector (CI+CJ) and the machinery and 

equipment sector (CK28).  

 during the crisis of the 1990s, the basic metals and fabricated metals sector (CH), the 

machinery and equipment sector (CK28), the motor vehicles sector (CL29), the con-

struction sector (F) and the financial and insurance activities sector (I) all consistently 

and uniformly faced labour productivity losses in all EU-15 member countries. 

 

Finally, Panels A, B and C of Figure 3.4.10 show sectoral dynamics of labour productivity 

growth rates (hours worked based) during the crises of the 1970s, the 1980s and the 

1990s, separately, for all EU-15 member countries together. Generally, labour productivity 
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growth rates varied more strongly than either value-added, employment or hours worked 

growth rates.  

 

Ignoring any outliers, labour productivity growth rates varied the most in response to the 

crisis of the 1970s. Furthermore, at the sectoral level, variations in labour productivity 

growth rates were crisis specific. During the crisis of the 1970s, while, on average, all sec-

tors experienced losses in labour productivity, none of the sectors under consideration 

faced losses in labour productivity in all EU-15 countries alike. Quite the contrary, at least 

one sector in one EU-15 member country always maintained positive sectoral labour 

productivity growth rates. Generally, labour productivity losses were, on average, strongest 

in the motor vehicles sector (CL29) with -9%, the chemicals sector (CE) with -7% and the 

basic metals and fabricated metals sector (CH) with -6%. Furthermore, except for Greece, 

Luxembourg, Portugal and Sweden as outliers, labour productivity responses to the crisis 

of the 1970s were most uniform in the electronics, electrical and optical products sector 

(CI+CJ), the wholesale and retail sector (G) and the real estate and business activities 

sectors (LMN) and most heterogeneous in the chemicals sector (CE), the textiles, apparel 

and footwear sector (CB) and the motor vehicles sector (CL29). During the recession of 

the 1980s, labour productivity losses were, on average, most pronounced in the real estate 

and business activities sectors (LMN) with -9%, the motor vehicles sector (CL29) with -8% 

and the financial and insurance activities sector (K) with -7%. Furthermore, only the finan-

cial and insurance activities sector (I) underwent labour productivity losses in all EU-15 

member countries while the remaining sectors still experienced labour productivity im-

provements in one or the other EU-15 member country. In that respect, individual labour 

productivity gains were highest in the chemicals sector (CE): with around 8%, the French 

chemicals sector experienced the highest labour productivity gains, followed by the Italian 

chemicals sector with around 7% and the Belgium chemicals sector with around 6%. Dis-

regarding any outliers, labour productivity responses to the recession were most uniform in 

the rubber and plastics sector (CG), the textiles, apparel and footwear sector (CB) and the 

electronics, electrical and optical products sector (CI+CJ) and most heterogeneous in the 

motor vehicles sector (CL29), ranging between 1.7% in the British motor vehicles sector 

and -30% in the Danish motor vehicles sector. Finally, during the crisis of the 1990s, with-

out exception, all sectors considered experienced, on average, labour productivity losses. 

With on average -12%, these losses were most dramatic in the motor vehicles sector 

(CL29), followed by the electronics, electrical and optical products sector (CI+CJ) with -9% 

on average and the machinery and equipment sector (CK28) with -8% on average. Moreo-

ver, several sectors did not undergo any productivity gains at all, in none of the EU-15 

member countries: the basic metals and fabricated metals sector (CH), the machinery and 

equipment sector (CK28), the motor vehicles sector (CL29), the construction sector (F) and 

the financial and insurance activities sector (I) all consistently and uniformly faced labour 

productivity losses in the wake of the crisis. In contrast, despite the crisis, some sectors still 

managed to maintain positive labour productivity growth rates. With around 2%, labour 
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productivity gains were highest in the French rubber and plastics sector (CG) and the Aus-

trian electronics, electrical and optical products sector (CI+CJ).  

 

Labour productivity (employment based) 

Basically, the analysis of sectoral labour productivity growth rates (in terms of employment) 

of all EU-15 member countries reveals the following: 

 on average, variations in labour productivity growth rates (based on employment) were 

stronger than variations in value-added, employment or hours worked growth rates as 

well as variations in labour productivity growth rates (based on hours worked); 

 labour productivity varied the most during the recession of the 1970s and the least dur-

ing the recession of the 1990s; 

 on average, during all three crisis considered, all sectors underwent losses in labour 

productivity;  

 during the recession of the 1970s, the motor vehicles sector (CL29), the basic metals 

and fabricated metals sector (CH) and the chemicals sector (CE) underwent the most 

pronounced labour productivity losses;  

 labour productivity responses were most uniform in the construction sector (F) and the 

electronics, electrical and optical products sector (CI+CJ) and most heterogeneous in 

the chemicals sector (CE), the motor vehicles sector (CL29) and the textiles, apparel 

and footwear sector (CB); 

 on average, during the recession of the 1980s, the motor vehicles sector (CL29), the 

real estate and business activities sectors (LMN) and the financial and insurance activi-

ties sector (K) all faced the most dramatic losses in labour productivity;  

 the financial and insurance activities sector (I) and the real estate and business activi-

ties sectors (LMN) were the only two sectors which consistently and uniformly experi-

enced labour productivity losses in all EU-15 member countries;  

 during the recession of the 1980s, crisis-driven labour productivity responses were most 

uniform in the rubber and plastics sector (CG) and the electronics, electrical and optical 

products sector (CI+CJ) and most diverse in the motor vehicles sector (CL29); 

 during the recession of the 1990s, average productivity losses were strongest in the 

motor vehicles sector (CL29), the electronics, electrical and optical products sector 

(CI+CJ) and the machinery and equipment sector (CK28); 

 disregarding any outliers, labour productivity responses were most uniform in the 

wholesale and retail sector (G), the construction sector (F), the financial and insurance 

activities sector (I) and the textiles, apparel and footwear sector (CB) and most hetero-

geneous in the machinery and equipment sector (CK28). 

 

Finally, for the sake of completeness, Panels A, B and C of Figure 3.4.11 show sectoral 

responses of labour productivity growth (employment based) during the crises of the 
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1970s, the 1980s and the 1990s, separately, for all EU-15 member countries together. 

Generally, labour productivity growth rates varied more strongly than either value-added, 

employment or hours worked growth rates but less intensely than labour productivity based 

on hours worked.  

 

All in all, pretty similar patterns emerge. Again, labour productivity varied the most during 

the recession of the 1970s and the least during the recession of the 1990s. During the cri-

sis of the 1970s, all sectors underwent losses in labour productivity, on average, with the 

motor vehicles sector (CL29) with -10%, the basic metals and fabricated metals sector 

(CH) with -8% and the chemicals sector (CE) with -7% experiencing the most pronounced 

losses, on average. Disregarding any outliers (France, Greece, Luxembourg and Portugal), 

labour productivity responses were most uniform in the construction sector (F) and the 

electronics, electrical and optical products sector (CI+CJ) and most heterogeneous in the 

chemicals sector (CE), the motor vehicles sector (CL29) and the textiles, apparel and foot-

wear sector (CB). During the recession of the 1980s, with -8% each, the motor vehicles 

sector (CL29) and the real estate and business activities sectors (LMN) both faced the 

most dramatic losses in labour productivity, followed by the financial and insurance activi-

ties sector (K) with -7%. Furthermore, the financial and insurance activities sector (I) and 

the real estate and business activities sectors (LMN) were the only two sectors that con-

sistently and uniformly experienced losses in labour productivity in all EU-15 member 

countries. Disregarding any outliers, crisis-driven labour productivity responses were most 

uniform in the rubber and plastics sector (CG) and the electronics, electrical and optical 

products sector (CI+CJ) and most diverse in the motor vehicles sector (CL29), which 

ranged between -33% in the Danish case and around 1% in the Italian case. Moreover, the 

highest labour productivity gains across all sectors occurred in the French chemicals sector 

(CE) whose labour productivity growth remained as high as 9%, despite the crisis. Finally, 

during the recession of the 1990s, all sectors again underwent losses in labour productivi-

ty, on average. With -12% and -9% each, the motor vehicles sector (CL29), the electronics, 

electrical and optical products sector (CI+CJ) and the machinery and equipment sector 

(CK28), respectively, underwent the strongest losses in labour productivity, across all sec-

tors considered. Moreover, a few sectors did not experience any productivity gains at all, in 

none of the EU-15 countries: the motor vehicles sector (CL29), the construction sector (F), 

the financial and insurance activities sector (I) and the real estate and business activities 

sectors (LMN) all consistently faced labour productivity losses. However, some sectors still 

managed to maintain labour productivity gains which were most pronounced in the Austri-

an electronics, electrical and optical products sector (CI+CJ) and the Swedish wholesale 

and retail sector (G). Disregarding any outliers, labour productivity responses were most 

uniform in the wholesale and retail sector (G), the construction sector (F), the financial and 

insurance activities sector (I) and the textiles, apparel and footwear sector (CB) and most 

heterogeneous in the machinery and equipment sector (CK28), ranging between -20% in 
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the Finnish case and -0.4% in the Austrian case as well as in the motor vehicles sector 

(CL29), ranging between -17% in the Danish case and -1.5% in the Dutch case.  

 

Figure 3.4.10 

A comparison of strongest labour productivity responses in all EU-15 member countries 

(hours worked based) 
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Source: EU KLEMS (release November 2009), own calculations. 
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Figure 3.4.11 

A comparison of strongest labour productivity responses in all EU-15 member countries 

(employment based) 
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Source: EU KLEMS (release November 2009), own calculations. 

 

Summary 

A closer look at the group of individual EU-15 member countries highlights that sectoral 

employment adjustment patterns in response to economic crises tend to vary partly greatly 

across EU-15 member countries. Specifically, irrespective of crisis considered, adjust-

ments in employment varied the most in the textiles, apparel and footwear sector (CB) and 
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the rubber and plastics sector (CG) but were most uniform in all service sectors (excluding 

construction (F)), particularly the wholesale and retail trade sector (G). In addition, crisis-

specific patterns emerged and during the crisis of the 1970s, the strongest variations in 

employment growth rates occurred in the machinery and equipment sector (CK28), the 

rubber and plastics sector (CG), the electronics, electrical and optical products sector 

(CI+CJ) and the motor vehicles sector (CL29). During the crisis of the 1980s, employment 

adjustment rates varied the most in the motor vehicles sector (CL29) and the construction 

sector (F) while during the crisis of the 1990s, variations in employment growth rates were 

strongest in the machinery and equipment sector (CK28), the motor vehicles sector (CL29) 

and the construction sector (F).  

 

Additionally, while adjustments in hours worked strongly resemble adjustments in employ-

ment in terms of direction, these were generally more diverse and varied more strongly. 

Again, service sectors (excluding construction (F)) exhibited more uniform adjustment pat-

terns in terms of hours worked than manufacturing sectors. Moreover, variations in hours 

worked were strongly crisis-specific. Specifically, during the crisis of the 1970s, the textiles, 

apparel and footwear sector (CB), which shrinks throughout Europe, and the machinery 

and equipment sector (CK28) both exhibited the strongest variations in hours worked ad-

justments. In contrast, during the crisis of the 1980s, the rubber and plastics sector (CG) 

and the construction sector (F) both showed the starkest variations in hours worked while 

during the crisis of the 1990s, hours worked varied the most in the textiles, apparel and 

footwear sector (CB) and the motor vehicles sector (CL29).  

 

Moreover, among all EU-15 member countries, variations in sectoral value-added growth 

rates were generally stronger than variations in either employment or hours worked growth 

rates. Again, with the exception of the motor vehicles sector (CL29) whose value-added 

growth rates varied the most during all crises considered, value-added responses were 

crisis-specific. Specifically, in addition to the motor vehicles sector (CL29), value-added 

responses were most diverse in the chemicals sector (CE) during the crisis of the 1970s. 

During the recession of the 1980s, value-added varied the most in the machinery and 

equipment sector (CK28) and the financial and insurance activities sector (K). Finally, val-

ue-added responses to the recession of the 1990s were most diverse in the textiles, ap-

parel and footwear sector (CB).  

 

Finally, variations in labour productivity (both in terms of hours worked and employment) 

were diverse and rather crisis specific. In particular, with the exception of the motor vehi-

cles sector (CL29) whose average labour productivity losses were always among the most 

pronounced ones and whose crisis-related labour productivity responses varied the most, 

response patterns differed across crises. During the recession of the 1970s, labour produc-

tivity losses were strongest in the motor vehicles sector (CL29), the basic metals and fabri-

cated metals sector (CH) and the chemicals sector (CE), during the recession of the 
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1980s, these losses were most pronounced in the motor vehicles sector (CL29), the finan-

cial and insurance activities sector (K) and the real estate and business activities sectors 

(LMN). Finally, the electronics, electrical and optical products sector (CI+CJ), the motor 

vehicles sector (CL29) and the machinery and equipment sector (CK28) underwent the 

strongest losses during the recession of the 1990s.  

 

 

3.4.5 The USA 

Employment 

Basically, the analysis of US sectoral employment growth rates highlights the following: 

 the machinery and equipment sector (CK28) was always among the sectors which cut 

employment the most during any crisis considered;  

 the textiles, apparel and footwear sector (CB) exhibits a general downward trend, con-

tinuously cutting employment;  

 none of the service sectors managed to weather all crises without cutting employment; 

 during the crises of the 1980s and the dot-com crisis, some (service) sectors kept on 

expanding employment, however, during the crisis of the 1990s, all sectors had to cut 

employment; 

 during the crisis of the 1980s, employment fell the most in the basic metals and fabri-

cated metals sector (CH), the machinery and equipment sector (CK28), the motor vehi-

cles (CL29) and the textiles, apparel and footwear sectors (CB); 

 during the crisis of the 1990s, employment contracted the most in the construction sec-

tor (F); 

 during the dot-com crisis, the strongest employment reductions occurred in the electron-

ics, electrical and optical products sector (CI+CJ), the machinery and equipment sector 

(CK28) and the basic metals and fabricated metals sector (CH); 

 recovery from any crisis took the longest in sectors whose employment levels plummet-

ed most significantly.  

 

Figure 3.4.12 takes a closer look at sectoral employment growth rates for the US economy 

for the crisis of the 1980s (between 1981 and 1984), the 1990s (between 1990s and 1993) 

and the dot-com crisis (between 2000 and 2005). It highlights that, in general, sectoral em-

ployment varied the most during the crisis of the 1980s and the dot-com crisis. Further-

more, from a comparative perspective (Figure 3.4.4 above and Figure 3.4.12 below), dur-

ing the 1980s crisis sectoral employment in the US was on average more volatile and re-

acted more strongly than sectoral employment in the EU-15. The opposite holds true for 

the crisis of the 1990s which resulted in, on average, stronger employment responses and 

adjustments in the EU-15. Generally, except for the construction sector (F) in the US and 

the electronics, electrical and optical products sector (CI+CJ) in the EU-15, similar sectors 
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were affected by the crises of the 1980s and the 1990s: the textiles, apparel and footwear 

sector (CB), the basic metals and fabricated metals sector (CH) and the rubber and plas-

tics sector (CG), the machinery and equipment sector (CK28) and the motor vehicles sec-

tor (CL29).  

 

Moreover, Figure 3.4.12 also highlights that none of the sectors considered overcame all 

crises unharmed. Instead, all sectors experienced a loss in employment during one crisis 

or another. During the crisis of the 1980s, only the real estate and business activities sector 

(LMN), the financial and insurance activities sector (K) and the accommodation and food 

service activities sector (I) were able to still expand employment, despite generally shrink-

ing demand. This pattern is consistent with developments during the crisis of the 1980s in 

the EU-15 (Figure 3.4.4 above). In contrast, employment contracted the most in the basic 

metals and fabricated metals sector (CH) by close to -13%, the machinery and equipment 

sector (CK28) by -10% and the motor vehicles sector (CL29) and the textiles, apparel and 

footwear sector (CB) by about -8% each. Furthermore, employment losses in the 1982 

slump-year were most moderate in the wholesale and retail trade sector (G) with only -

0.2% and the electronics, electrical and optical products sector (CI+CJ) with -2%. During 

the crisis of the 1990s, all sectors experienced losses in employment, to different degrees 

though. With -7%, employment shrank the most in the construction sector (F). The ma-

chinery and equipment sector (CK28), the motor vehicles sector (CL29), the basic metals 

and fabricated metals sector (CH), the rubber and plastics sector (CG) and the electronics, 

electrical and optical products sector (CI+CJ) all already reduced employment prior to the 

1991 slump-year and further cut employment by another -4% to -5%. In contrast, with be-

tween -0.5 and -1.5%, losses in employment were fairly moderate in the real estate and 

business activities sector (LMN), the financial and insurance activities sector (K), the ac-

commodation and food service activities sector (I) and the chemicals sector (CE). During 

the dot-com crisis, with -13%, the strongest employment reductions occurred in the elec-

tronics, electrical and optical products sector (CI+CJ) in the 2002 slump-year. Additionally, 

the machinery and equipment sector (CK28) and the basic metals and fabricated metals 

sector (CH) both cut employment by -9% and -8%, respectively. In contrast, employment 

losses were rather modest in the wholesale and retail trade sector (G), the construction 

sector (F) and the real estate and business activities sector (LMN) which all reduced labour 

by between -1% and -3% only. Both, the motor vehicles sector (CL29) and the textiles, 

apparel and footwear sector (CB) already cut employment in the eve of the crisis by -1 and 

-5%, respectively, and further reduced employment by another -6% and -12%, respective-

ly. In contrast, only the accommodation and food service activities sector (I) did not see the 

need to trim down employment.  
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Figure 3.4.12  

Sectoral employment growth rates during different economic crises in the USA 

 

 

 

Source: EU KLEMS (release November 2009), own calculations. 
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Recovery from any crisis took the longest in sectors whose employment levels plummeted 

most dramatically. During the crisis of the 1980s, the wholesale and retail trade sector (G) 

only took a year to get back to its pre-crisis employment growth levels. Furthermore, the 

construction sector (F) and the rubber and plastics sector (CG) recovered swiftly and ex-

panded employment by around 1.5% the year after the economic slump already. On the 

contrary, the machinery and equipment sector (CK28), the basic metals and fabricated 

metals sector (CH) and the motor vehicles sector (CL29) took another year before em-

ployment was expanded again. Similarly, during the crisis of the 1990s, the real estate and 

business activities sector (LMN), the accommodation and food service activities sector (I), 

the chemicals sector (CE) and the rubber and plastics sector (CG) all already expanded 

employment in the year after the recession. However, the construction sector (F) and the 

machinery and equipment sector (CK28) took two years to recover and to start expanding 

employment. Some sectors, however, appear to have embarked on a long-term downward 

spiral: the textiles, apparel and footwear sector (CB) and the chemicals sector (CE) both 

continued their slimming policy throughout the 1990s, constantly cutting employment. The 

basic metals and fabricated metals sector (CH) and the motor vehicles sector (CL29) took 

until 1994 before employment started to expand again while the electronics, electrical and 

optical products sector (CI+CJ) took until 1995 before employment rose again. Finally, 

during the dot-com crisis, recovery was quickest in the real estate and business activities 

sector (LMN), the construction sector (F) and the financial and insurance activities sector 

(K) which experienced moderate employment losses only. The textiles, apparel and foot-

wear sector (CB) and the chemicals sector (CE) both maintained their trimming policy, 

further cutting employment. 

 

Hours worked 

The ensuing analysis of US sectoral hours worked growth rates finds the following: 

 adjustment patterns in hours worked and employment strongly coincide; 

 however, during any of the three crises considered, variations in sectoral hours worked 

growth rates were more pronounced than variations in sectoral employment growth 

rates;  

 none of the sectors managed to weather all crises without cutting hours worked; 

 the basic metals and fabricated metals sector (CH) and the machinery and equipment 

sector (CK28) were always among the sectors which cut hours worked the most to ac-

commodate economic crises;  

 during the crises of the 1980s and the dot-com crisis, some (service) sectors managed 

to expand hours worked, however, during the crisis of the 1990s, all sectors had to cut 

hours worked; 

 during the crisis of the 1980s, the basic metals and fabricated metals sector (CH), the 

machinery and equipment sector (CK28), the textiles, apparel and footwear sector (CB) 

and the motor vehicles sector (CL29) experienced the strongest cuts in hours worked;  
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 during the crisis of the 1990s, the starkest cutbacks in hours worked occurred in the 

construction sector (F); 

 during the dot-com crisis, the strongest reductions occurred in the electronics, electrical 

and optical products sector (CI+CJ), the textiles, apparel and footwear sector (CB), the 

machinery and equipment sector (CK28) and the basic metals and fabricated metals 

sector (CH); 

 recovery patterns were diverse.  

 

Sectoral hours worked growth rates for the three economic crises the US economy experi-

enced in the 1980s, the 1990s and around the Millennium are depicted in Figure 3.4.13 

below. It highlights that, in general, during any of the three crises considered, variations in 

sectoral hours worked growth rates were more pronounced than variations in sectoral em-

ployment growth rates. Moreover, during the crisis of the 1980s, US sectoral hours worked 

growth rates underwent significantly stronger fluctuations than sectoral hours worked 

growth rates in the EU-15 aggregate. During the crisis of the 1990s, however, variations in 

US and EU-15 hours worked growth rates coincided.  

 

Figure 3.4.13 also reveals that – just like in the EU-15 – all sectors were forced to cut hours 

worked during any one of the three crises analysed. During the 1980s crisis, only the real 

estate and business activities sector (LMN), the financial and insurance activities sector (K) 

and the accommodation and food service activities sector (I) managed without any reduc-

tions in hours worked. Furthermore, the basic metals and fabricated metals sector (CH) 

with -15%, the machinery and equipment sector (CK28) with -12%, the textiles, apparel 

and footwear sector (CB) with -10% and the motor vehicles sector (CL29) with -9% experi-

enced the strongest cuts in hours worked during the 1982 slump-year. In contrast, with -

1% only, reductions in hours worked were rather moderate in the wholesale and retail 

trade sector (G). Additionally, a comparison of Figures 3.4.12 and 3.4.13 reveals that all 

sectors weathered the crisis predominantly by means of reductions in hours worked. Dur-

ing the crisis of the 1990s, all sectors, without exception, had to resort to reductions in 

hours worked to deal with the fall in demand. With -7%, the starkest cutbacks occurred in 

the construction sector (F), which still increased hours worked the year before the crisis hit 

the US economy with full force. Moreover, similar to the crisis of the 1980s, the motor vehi-

cles sector (CL29), the rubber and plastics sector (CG), the basic metals and fabricated 

metals sector (CH), the electronics, electrical and optical products sector (CI+CJ) and the 

machinery and equipment sector (CK28) all substantially decreased hours worked by 

around -5%. In contrast, with approximately -1%, reductions in hours worked were fairly 

moderate in the real estate and business activities sector (LMN) and the chemicals sector 

(CE). A comparison of Figures 3.4.12 and 3.4.13 emphasizes that only the textiles, apparel 

and footwear sector (CB) predominantly resorted to cuts in employment to weather the 

crisis. All remaining sectors reduced both employment and hours worked alike to over-

come the crisis. Finally, the more pronounced dot-com crisis at the beginning of the new 
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millennium also forced all sectors to partly dramatically cut hours worked. Similar to the 

crisis of the 1980s and the 1990s, the strongest reductions occurred in the electronics, 

electrical and optical products sector (CI+CJ) with -13%, the textiles, apparel and footwear 

sector (CB) with -11%, the machinery and equipment sector (CK28) with -10% and the 

basic metals and fabricated metals sector (CH) with -9%. However, the textiles, apparel 

and footwear sector (CB) seems to be a special case: since the mid-1990s, it has em-

barked on a general downward spiral, incessantly slashing both hours worked and em-

ployment. In contrast, hours worked only slightly contracted in service sectors like the ac-

commodation and food service activities sector (I), the wholesale and retail trade sector (G) 

and the financial and insurance activities sector (K). With respect to the relative reactions 

of employment and hours worked, a comparison of Figures 3.4.12 and 3.4.13 reveals that 

the accommodation and food service activities sector (I) pursued an interesting strategy to 

overcome the crisis: it slightly reduced hours worked but more strongly increased employ-

ment which might indicate that more part-time jobs were created on average. All other sec-

tors again weathered the crisis by reducing both employment and hours worked alike.  

 

Patterns of recovery were quite diverse. Generally, however, sectors which experienced 

the strongest drop in hours worked also took the longest to recover. During the crisis of the 

1980s, the basic metals and fabricated metals sector (CH) and the machinery and equip-

ment sector (CK28) experienced the most dramatic cutbacks in hours worked and needed 

two years (until 1984) before hours worked increased again: hours worked expanded by 

8% and 10%, respectively, in 1984. Recovery was particularly quick in the motor vehicles 

sector (CL29) and the construction sector (F): hours worked already expanded by 2% the 

year after the recession and by impressive 10% two years after the recession. Similarly, 

the rubber and plastics sector (CG) also recovered swiftly. In 1983, hours worked already 

increased by 4%, in 1984 by 8%. For all sectors considered, relative to employment, hours 

worked recovered faster. After the crisis of the 1990s, the construction sector (F), which 

underwent the strongest cuts in hours worked in the 1991 slump-year (-7%), needed two 

years before hours worked were increased again: in 1992, hours worked were still cut by 

around 3%, while in 1993, hours worked grew by 5% already. Similarly, the rubber and 

plastics sector (CG) experienced a rapid recovery and jumped from slashing hours worked 

by almost 5% in 1991 to increasing hours worked by around 2% in 1992. In contrast, re-

covery was more sluggish in the machinery and equipment sector (CK28) and the basic 

metals and fabricated metals sector (CH). Both cut hours worked by around 5% in 1991 

but only managed to raise hours worked two years later, in 1993, by 3 and 1%, respective-

ly. Recovery took the longest in the electronics, electrical and optical products sector 

(CI+CJ) – until 1995 – and the motor vehicles sector (CL29) – until 1994. The textiles, ap-

parel and footwear sector (CB) and the chemicals sector (CE) both never really recovered 

from the crisis of the 1990s, continuously reducing hours worked until the end of the obser-

vation period (2007). In general, recovery from the more pronounced dot-com crisis took 

longer. Only the accommodation and food service activities sector (I), which cut hours  
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Figure 3.4.13 

Sectoral hours worked growth rates during different economic crises in the USA 

 

 

 
Source: EU KLEMS (release November 2009), own calculations. 
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worked by only -0.5% in 2001, already expanded hours worked in 2002, while the crisis 

was still under way. A year later, the construction sector (F) and the financial and insurance 

activities sector (K) followed suit and started expanding hours worked. In contrast, it took 

until 2004 before the motor vehicles sector (CL29) and the machinery and equipment sec-

tor (CK28) increased hours worked again, an upward trend that was temporarily interrupt-

ed in 2005, when hours worked were cut again. Finally, the electronics, electrical and opti-

cal products sector (CI+CJ) did not really recover from the dot-com crisis as hours worked 

continued to fall until the end of the observation period (2007).  

 

Value-added 

The analysis of value-added growth rates of different US sectors emphasizes the following: 

 variations in value-added growth were generally stronger than those of either employ-

ment or hours worked; 

 both the basic metals and fabricated metals sector (CH) and the machinery and equip-

ment sector (CK28) were always among the sectors which experienced the most pro-

nounced losses in value-added during all three economic crises considered;  

 only the financial and insurance activities sector (K) weathered all three crises without 

any losses in value-added; 

 during the crisis of the 1980s, the most significant losses in value-added occurred in the 

basic metals and fabricated metals sector (CH), the machinery and equipment sector 

(CK28), the construction sector (F), the rubber and plastics sector (CG) and the textiles, 

apparel and footwear sector (CB); 

 during the crisis of the 1990s, value-added plummeted in the machinery and equipment 

sector (CK28) and in the construction sector (F); 

 during the dot-com crisis, value-added dropped the strongest in the textiles, apparel and 

footwear sector (CB), the basic metals and fabricated metals sector (CH), the machin-

ery and equipment sector (CK28) and the motor vehicles sector (CL29);  

 recovery patterns were diverse, across sectors and crises considered.  
 

Sectoral value-added growth rates for the three economic crises are depicted in Figure 

3.4.14 below, which shows that variations in value-added growth were generally stronger 

than those of either employment or hours worked. Moreover, value-added growth rates 

varied the strongest in the crisis of the 1980s and the dot-com crisis. Furthermore, varia-

tions in US value-added growth rates were more pronounced than variations in value-

added growth rates in the EU-15. Generally, in the US and the EU-15, similar sectors ex-

perienced losses in value-added by the crises of the 1980s and the 1990s: the textiles, 

apparel and footwear sector (CB), the basic metals and fabricated metals sector (CH) and 

the rubber and plastics sector (CG), the machinery and equipment sector (CK28) and the 

motor vehicles sector (CL29).  
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Figure 3.4.14 shows that only the financial and insurance activities sector (K) weathered all 

three crises without any losses in value-added. All remaining sectors experienced losses in 

value-added during one crisis or another. During the crisis of the 1980s, the most dramatic 

losses in value-added occurred in the basic metals and fabricated metals sector (CH) with -

20% and the machinery and equipment sector (CK28) with -18%. Reductions in value-

added were also fairly strong in the construction sector (F) with -12%, the rubber and plas-

tics sector (CG) with -11% and the textiles, apparel and footwear sector (CB) with -8%. The 

real estate and business activities sector (LMN) and the wholesale and retail trade sector 

(G) only experienced minor losses in value-added. In contrast, the accommodation and 

food service activities sector (I) and the motor vehicles sector (CL29) managed to even 

improve their levels of value-added by between 2% and 4%. Interestingly, value-added in 

the motor vehicles sector (CL29) already fell a year ahead of the crisis but continuously 

increased during and after the crisis. However, despite the strong similarities between re-

sponse patterns in valued added of EU-15 and US sectors, some differences become ap-

parent: during the crisis of the 1980s, value-added still slightly increased in the chemicals 

sector (CE), the electronics, electrical and optical products sector (CI+CJ) and the real 

estate and business activities sector (LMN) of the EU-15 while it fell quite considerably in 

the US. During the crisis of the 1990s, value-added plunged in the machinery and equip-

ment sector (CK28) by -11% and in the construction sector (F) by -9%. Slight reductions in 

value-added occurred in the real estate and business activities sector (LMN) and the 

wholesale and retail trade sector (G). In these sectors, value-added levels already dropped 

a year ahead of the recession and already started to increase by between 1% and 2% in 

the year of the recession and thereafter. In contrast, value-added experienced slight im-

provements in the financial and insurance activities sector (K). In that respect, the US and 

the EU-15 differ, since value-added in the EU-15 financial and insurance activities sector 

(K) suffered slight losses. During the dot-com crisis, value-added fell the sharpest in the 

textiles, apparel and footwear sector (CB) by -14%, the basic metals and fabricated metals 

sector (CH) by -10%, the machinery and equipment sector (CK28) by -8% and the motor 

vehicles sector (CL29) by -7%.  

 

Patterns of recovery were diverse again. After the crisis of the 1980s, recovery was quickest 

in the sectors which experienced only minor losses in value-added: the electronics, electri-

cal and optical products sector (CI+CJ), the wholesale and retail trade sector (G) and the 

real estate and business activities sector (LMN) all succeeded in expanding value-added a 

year after the 1982 recession already. Moreover, the construction sector (F) recovered quite 

fast: from value-added losses in 1982 of -12% to value-added gains in 1983 of around 6%. 

In contrast, both the basic metals and fabricated metals sector (CH) and the machinery and 

equipment sector (CK28) which underwent the most dramatic losses in valued added in the 

1982 recession, needed two years to recover and to improve their value-added levels. In 

the aftermath of the 1990s crisis, the construction sector (F) and the basic metals and  
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Figure 3.4.14 

Sectoral value-added growth rates during different economic crises in the USA 

 

 

 

Source: EU KLEMS (release November 2009), own calculations. 
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fabricated metals sector (CH) already reported growing value-added levels a year after the 

recession. In contrast, the machinery and equipment sector (CK28) took two years before it 

managed to expand its value-added levels again. Finally, recovery after the sustained dot-

com crisis was rather erratic and slow. Particularly, value-added of the chemicals sector 

(CE) dropped by -2% in 2001, improved by 10% in 2002, fell again slightly by -0.3% in 

2003, recovered again and grew by 7% in 2004, before it dropped temporarily by 11% in 

2005 and improved by 11% and 3% in 2006 and 2007, respectively. Likewise, the basic 

metals and fabricated metals sector (CH) started expanding its value-added levels in 2004 

only, experienced a temporary setback in 2004 when value-added levels dropped by 

around -5%, but was back on its recovery track in 2006 already with a 3% growth rate. In 

contrast, value-added levels of the machinery and equipment sector (CK28) continuously 

improved from -8% in 2001, to -5% in 2002, to -0.3% in 2003, to 10% in 2004. Finally, the 

textiles, apparel and footwear sector (CB) experienced growing losses in value-added: by -

14% in 2001, by -5% in 2002, by -2% in 2003 and by -3% in 2004 and 2005. 

 

Labour productivity 

The analysis of labour productivity growth rates of different US sectors found the following: 

 labour productivity responses were crisis specific; 

 in contrast to the EU-15 experience, during the crisis of the 1980s, none of the sectors 

considered managed to maintain positive labour productivity growth; 

 during the crisis of the 1990s, all top-three labour productivity winners belonged to the 

manufacturing sector;  

 with the exception of the crisis of the 1980s, only the electronics, electrical and optical 

products sector (CI+CJ) was consistently among the top-three sectors that experienced 

the strongest labour productivity gains. 

 

Sectoral labour productivity growth rates for the three economic crises are presented in 

Table 3.4.2 below. It stresses that at the level of the overall economy, with the exception of 

the crisis of the 1980s, labour productivity growth remained positive and was highest dur-

ing the dot-com crisis. Specifically, during the crisis of the 1980s, labour productivity losses 

were the result of losses in value-added that exceeded losses in both hours worked and 

employment. In contrast, labour productivity gains of the 1990s crisis and the dot-com cri-

sis were due to value-added gains that exceeded increases in both hours worked and em-

ployment. At the sectoral level, labour productivity dynamics were diverse and crisis specif-

ic. In particular - in contrast to the EU-15 experience - during the crisis of the 1980s, none 

of the sectors managed to maintain positive labour productivity growth (irrespective of the 

exact definition used). And with -6.59% or -6.77%, the construction sector (F) reported the 

highest losses in labour productivity, followed by the machinery and equipment sector 

(CK28) with -6.22% or 8.27% and the basic metals and fabricated metals sector (CH) with -

5.65% or -7.96%.  
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Table 3.4.2 

Strongest sectoral labour productivity reactions to the crisis of the 1980s, the 1990s  

and the Dotcom crisis: US 

  Crisis of the 1980s Crisis of the 1990s Dotcom crisis 

  

per hour 

worked 

per person 

employed 

per hour 

worked 

per person 

employed 

per hour 

worked 

per person 

employed 

 Total -0.63 -1.24 0.03 0.25 1.61 0.94 

CB Textiles, apparel, footwear, etc. -1.24 -1.29 2.04 2.49 -1.47 -2.42 

CE Chemicals -2.00 -1.44 -1.08 -0.80 0.81 -0.34 

CG Rubber and plastics, etc. -4.52 -5.74 1.19 0.00 -2.37 -2.34 

CH Basic metals  -5.65 -7.96 -0.11 -1.36 -3.82 -3.85 

CI+CJ Electronic, electrical and optical products -1.89 -2.48 8.95 8.64 3.70 0.23 

CK28 Machinery and equipment, n.e.c. -6.22 -8.27 -6.58 -6.75 2.62 -0.53 

CL29 Motor vehicles -4.00 -3.56 -1.53 -1.53 -3.73 -1.54 

F Construction -6.59 -6.77 -2.72 -2.05 -6.68 -4.12 

G Wholesale and retail trade -0.68 -1.41 -0.15 -0.77 -0.94 -1.23 

I Accommodation and food service activities -2.00 -2.22 -1.07 -2.19 -1.40 -2.98 

K Financial and insurance activities -1.27 -1.21 0.58 0.95 -0.34 -0.24 

LMN Real estate and business activities -4.25 -3.88 -2.50 -2.75 0.91 1.47 

Source: EU KLEMS (release November 2009), own calculations. 

 

Since several sectors managed to maintain positive labour productivity growth, the picture 

is more diverse for the crisis of the 1990s. With -6.58% or 6.75%, the machinery and 

equipment sector (CK28) was again one of the top-three losers in terms of labour produc-

tivity, together with the real estate and business activities sector (LMN) with -2.50% or -

2.75% and the construction sector (F) with -2.72% (if taken in terms of hours worked) or 

the accommodation and food service activities sector (I) with -2.19% (if taken in terms of 

employment). In contrast, the three top-winners are almost exclusively concentrated in the 

manufacturing sector: with 8.95% or 8.64%, labour productivity gains were highest in the 

electronics, electrical and optical products sector (CI+CJ), followed by the textiles, apparel 

and footwear sector (CB) with 2.04% or 2.49% and the rubber and plastics sector (CG) 

with 1.19% (if taken in terms of hours worked) or the financial and insurance activities sec-

tor (K) with 0.95% (if taken in terms of employment).  

 

During the dot-com crisis, the construction sector (F) with -6.68% or -4.12%, the basic met-

als and fabricated metals sector (CH) with -3.82% or -3.85% and the motor vehicles sector 

(CL29) with -3.73% (if taken in terms of hours worked) or the textiles, apparel and footwear 

sector (CB) with -2-42% (if taken in terms of employment) experienced the most pro-

nounced losses in labour productivity. In contrast, despite the crisis, the electronics, electri-

cal and optical products sector (CI+CJ) and the real estate and business activities sector 

(LMN) both reported the highest labour productivity gains (of between 4% and 0.2%).  
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Summary 

Generally, the analysis stresses that sectoral employment growth rates in the US varied 

strongly in response to the economic crises of the 1980s, the 1990s or the dot-com crisis of 

the New Millennium. Sectoral employment responses were strongest during the crisis of 

the 1980s and the dot-com crisis. From a comparative perspective, during the crisis of the 

1980s, US sectoral employment growth rates were on average more volatile and higher 

than sectoral employment growth rates in the EU-15. In contrast, in response to the crisis 

of the 1990s which was considerably stronger and lasted longer in the Europe, employ-

ment adjustments were on average stronger in the EU-15. Basically, all US sectors con-

sidered faced losses in employment during one crisis or another. However, the machinery 

and equipment sector (CK28) was always among the sectors which cut employment the 

most during any of the three economic crises considered: with around -10%, employment 

reductions were most significant in response to the crisis of the 1980s and the dot-com 

crisis. Furthermore, similar to observable trends in the EU-15, the US textiles, apparel and 

footwear sector (CB) is downsizing, continuously cutting employment. Apart from these 

uniform patterns, employment adjustments were crisis-specific. Generally, during the crises 

of the 1980s and the dot-com crisis, some sectors – particularly services sectors – kept on 

expanding employment. However, during the crisis of the 1990s, all sectors had to cut em-

ployment to accommodate falling demand. Moreover, during the crisis of the 1980s, in ad-

dition to the machinery and equipment sector (CK28) and the textiles, apparel and foot-

wear sector (CB) employment contracted the most in the basic metals and fabricated met-

als sector (CH) and the motor vehicles (CL29). During the crisis of the 1990s, employment 

contracted the most in the construction sector (F) while during the dot-com crisis, the 

strongest employment reductions occurred in the electronics, electrical and optical prod-

ucts sector (CI+CJ) and the basic metals and fabricated metals sector (CH).  

 

With respect to hours worked, adjustment patterns in hours worked and employment are 

found to strongly coincide. Moreover, since variations in sectoral hours worked growth rates 

were more pronounced than variations in sectoral employment growth rates during any of 

the three crises considered, clear evidence of labour hoarding is provided. Similar to em-

ployment responses, none of the sectors managed to weather all crises without cutting hours 

worked. However, only during the crises of the 1980s did some sectors – particularly service 

sectors – expand hours worked. Additionally, both and the machinery and equipment sector 

(CK28) as well as the basic metals and fabricated metals sector (CH) were always among 

the sectors which cut hours worked the most to accommodate economic crises.  

 

Generally, reactions of value-added growth rates were stronger than those of either em-

ployment or hours worked. Additionally, only the financial and insurance activities sector (K) 

weathered all three crises without any losses in value-added while both the basic metals 
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and fabricated metals sector (CH) and the machinery and equipment sector (CK28) were 

always among the sectors which experienced the starkest losses in value-added during all 

three economic crises considered. However, adjustment patterns in value-added differ from 

adjustment patterns in either employment or hours worked. Specifically, during the crisis of 

the 1980s, in addition to the basic metals and fabricated metals sector (CH), the machinery 

and equipment sector (CK28), the most significant losses in value-added occurred in the 

construction sector (F), the rubber and plastics sector (CG) and the textiles, apparel and 

footwear sector (CB). During the crisis of the 1990s, value-added also plummeted in the 

machinery and equipment sector (CK28) and in the construction sector (F) while during the 

dot-com crisis, value-added plunged in the textiles, apparel and footwear sector (CB), the 

basic metals and fabricated metals sector (CH) and the motor vehicles sector (CL29).  

 

Finally, labour productivity dynamics in response to different economic crisis were diverse 

and crisis specific. As such, none of the US sectors considered experience any labour 

productivity gains during the crisis of the 1980s. And, with between 8% and 6%, labour 

productivity losses were most pronounced in the construction sector (F), the machinery and 

equipment sector (CK28) and the basic metals and fabricated metals sector (CH). Re-

sponse patterns were more divers during the crisis of the 1990s and the dot-com crisis. 

Labour productivity losses were strongest in the machinery and equipment sector (CK28), 

the real estate and business activities sector (LMN), the construction sector (F) and the 

accommodation and food service activities sector (I), ranging between -7% and -2%. In 

contrast, labour productivity gains were highest in the electronics, electrical and optical 

products sector (CI+CJ), the textiles, apparel and footwear sector (CB), the rubber and 

plastics sector (CG) and the financial and insurance activities sector (K), with between 9% 

and 1%. Finally, during the dot-com crisis, both the basic metals and fabricated metals sec-

tor (CH), the motor vehicles sector (CL29) and the textiles, apparel and footwear sector 

(CB) experienced the starkest labour productivity losses while the electronics, electrical and 

optical products sector (CI+CJ) and the real estate and business activities sector (LMN) 

both experienced the highest labour productivity gains (of between 4% and 0.2%).  

 

3.4.6 Japan 

Employment 

The analysis of employment growth rates of different sectors in Japan reveals the following: 

 the majority of sectors reacted with a one-year lag to the crisis of the 1970s; 

 the electronics, electrical and optical products sector (CI+CJ), the machinery and 

equipment sector (CK28), the basic metals and fabricated metals sector (CH) and the 

rubber and plastics sector (CG) cut employment the most;  

 in contrast, all service sectors (except for construction (F)) were still expanding em-

ployment, despite the crisis; 
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 recovery was rather quick in the construction sector (F), the electronics, electrical and 

optical products sector (CI+CJ), the textiles, apparel and footwear sector (CB) and the 

rubber and plastics sector (CG). 

Sectoral employment growth rates for the crisis of the 1970s in Japan are depicted in Fig-

ure 3.4.15. It highlights that variations in employment growth rates were significantly larger 

in Japan than in the EU-15 during the economic crisis of the 1970s. Furthermore, it reveals 

that except for the construction sector (F) which responded fairly strongly in the EU-15, 

similar sectors were affected by the crisis of the 1970s: the electronics, electrical and opti-

cal products sector (CI+CJ), the machinery and equipment sector (CK28), the textiles, ap-

parel and footwear sector (CB), the basic metals and fabricated metals sector (CH) and the 

rubber and plastics sector (CG).  

 

Figure 3.4.15 shows that as the recession took root in 1974, sectoral employment hardly 

responded. Only the textiles, apparel and footwear sector (CB), the rubber and plastics 

sector (CG) and the construction sector (F) reduced employment by -6%, -2% and -1%, 

respectively. Instead, it took another year before sectors started to react and cut employ-

ment. With -11%, the electronics, electrical and optical products sector (CI+CJ) reacted the 

most, followed by the machinery and equipment sector (CK28) with -7% and the basic 

metals and fabricated metals sector (CH) and the rubber and plastics sector (CG) with 

around -6% each. In contrast, the majority of service sectors considered even kept on ex-

panding employment by between 1% and 2%: the financial and insurance activities sector 

(K), the wholesale and retail trade sector (G), the accommodation and food service sector 

(I) as well as the real estate and business activities sector (LMN). In contrast, the construc-

tion sector (F) cut employment by -1% (while in the EU-15, the construction sector (F) con-

tracted more strongly by -3% in terms of employment).  

 

Figure 3.4.15 

Sectoral employment growth rates during the economic crises of the 1970s in Japan 

 

Source: EU KLEMS (release November 2009), own calculations. 
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Among all sectors considered, the construction sector (F) recovered the quickest from the 

crisis: in the year prior to the recession, employment grew by around 7%, but was cut by 

around -1.5% when the recession set in in 1974 and already expanded again in 1975 by 

3%. Moreover, employment also recovered swiftly in the electronics, electrical and optical 

products sector (CI+CJ), the textiles, apparel and footwear sector (CB) and the rubber and 

plastics sector (CG). In contrast, the basic metals and fabricated metals sector (CH), the 

machinery and equipment sector (CK28) and the motor vehicles sector (CL29) still felt the 

aftershock of the recession in 1976 and still cut back on employment.  

 

Hours worked 

The analysis of hours worked growth rates of different sectors in Japan highlights the fol-

lowing: 

 adjustments in hours worked strongly resemble those in employment; 

 except for the financial and insurance activities sector (K), as the recession hit the 

economy in 1974, all sectors had to cut hours worked; 

 again, hours worked responses to the recession set in with a one-year lag;  

 hours worked fell the most in the electronics, electrical and optical products sector 

(CI+CJ), the machinery and equipment sector (CK28), the textiles, apparel and foot-

wear sector (CB), the rubber and plastics sector (CG) and the basic metals and fabri-

cated metals sector (CH); 

 recovery was quickest in the construction sector (F), the wholesale and retail trade sec-

tor (G), the accommodation and food service sector (I) and the real estate and business 

activities sector (LMN).  

 

Figure 3.4.16 

Sectoral hours worked growth rates during the economic crises of the 1970s in Japan 
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Source: EU KLEMS (release November 2009), own calculations. 

 

The response in hours worked to the crisis of the 1970s is depicted in Figure 3.4.16. It high-

lights that variations in sectoral hours worked were stronger in Japan than in the EU-15. 

Furthermore, it emphasizes that similar sectors were affected by the 1970s crisis, to differ-

ent degrees though: the electronics, electrical and optical products sector (CI+CJ), the ma-

chinery and equipment sector (CK28), the textiles, apparel and footwear sector (CB), the 

basic metals and fabricated metals sector (CH) and the rubber and plastics sector (CG).  

 

Adjustments in hours worked strongly mirror those in employment. But, as the recession hit 

the economy in 1974, almost all sectors responded by cutting down hours worked. The 

strongest reductions occurred in the textiles, apparel and footwear sector (CB) with -6%, 

the rubber and plastics sector (CG) with -2% and the construction sector (F) with -1%. 

However, again, hours worked responses were strongest in the year after the recession 

and hours worked plummeted by -13% in the electronics, electrical and optical products 

sector (CI+CJ), by -9% in the machinery and equipment sector (CK28) and by -8% each in 

the rubber and plastics sector (CG) and the basic metals and fabricated metals sector 

(CH). Throughout the crisis, only the financial and insurance activities sector (K) managed 

to further expand hours worked: by 0.7% in 1974 and by 4% and 5% in 1975 and 1976, 

respectively. This stands in contrast to responses of service sectors in the EU-15 where all 

service sectors except for the accommodation and food service sector (I) and the financial 

insurance activities sector (K) cut hours worked. A comparison of Figures 3.4.15 and 

3.4.16 further reveals that the economic crisis of the 1970s was predominantly weathered 

by flexibly adjusting hours worked.  

 

In 1975, the construction sector (F), the wholesale and retail trade sector (G), the accom-

modation and food service sector (I) as well as the real estate and business activities sec-

tor (LMN) quickly resumed increasing hours worked. The motor vehicles sector (CL29), the 

electronics, electrical and optical products sector (CI+CJ) and the rubber and plastics sec-

tor (CG) quickly followed suit and expanded hours worked in 1976. In contrast, recovery 

was more sluggish in the basic metals and fabricated metals sector (CH) and the machin-

ery and equipment sector (CK28) which both started increasing hours worked in 1979 only.  

 

Value-added 

The analysis of sectoral value-added growth rates in Japan highlights the following: 

 similar to employment and hours worked, value-added responded with a one-year lag;  

 value-added fell most considerably in the chemicals sector (CE) by -46% and the elec-

tronics, electrical and optical products sector (CI+CJ) by -24%; 

 the financial and insurance activities sector (K) and the construction sector (F) were the 

first sectors to recover from the crisis.  
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Sectoral value-added developments throughout the crisis of the 1970s are presented in 

Figure 3.4.17. It emphasizes that Japanese sectors responded more strongly to the eco-

nomic recession in 1975 than sectors in the EU-15 aggregate. Moreover, a different set of 

sectors was involved: in Japan, the chemicals sector (CE), the electronics, electrical and 

optical products sector (CI+CJ) and the motor vehicles sector (CL29) responded the most 

while in the EU-15, losses in value-added were starkest in the basic metals and fabricated 

metals sector (CH), the machinery and equipment sector (CK28) and the rubber and plas-

tics sector (CG). On the contrary, in the EU-15, value-added improved in the accommoda-

tion and food service sector (I) and the financial and insurance activities sector (K) while it 

fell in Japan. Moreover, the Japanese wholesale and retail trade sector (G) managed to 

slightly improve value-added levels while its EU-15 counterpart slightly lost in terms of val-

ue-added.  

 

Furthermore, Figure 3.4.17 underscores above findings for employment and hours worked 

in that changes were again strongest in 1975. Value-added fell most dramatically in the 

chemicals sector (CE) by -46%, the electronics, electrical and optical products sector 

(CI+CJ) by -24%. Other sectors experienced more modest reductions in value-added. In 

1975, the machinery and equipment sector (CK28) and the rubber and plastics sector (CG) 

both only experienced cutbacks in value-added of around -3%.  

 

Figure 3.4.17 

Sectoral value-added growth rates during the economic crises of the 1970s in Japan 

 

Source: EU KLEMS (release November 2009), own calculations. 

 

The financial and insurance activities sector (K), the wholesale and retail trade sector (G) 

and the construction sector (F) were the first sectors to recover from the crisis and to ac-

complish growing value-added levels. Other sectors followed suit: with 64%, the most dra-

matic improvement in value-added levels occurred in the chemicals sector (CE); the motor 
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vehicles sector (CL29) and the electronics, electrical and optical products sector (CI+CJ) 

also accomplished high value-added growth in 1976 of 29% and 26%, respectively.  

 

Labour productivity 

The analysis of labour productivity growth rates of different sectors in Japan stresses the 

following findings: 

 contrary to the EU-15 experience, labour productivity losses were higher in Japan; 

 with -41.38%, labour productivity losses were most dramatic in the chemicals sector 

(CE); 

 expressed in terms of hours worked, only three of the sectors considered managed to 

generate positive labour productivity growth, despite the crisis; 

 alternatively, expressed in terms of employment, all of the sectors considered under-

went labour productivity losses. 

 

Finally, the strongest sectoral labour productivity responses to the crisis of the 1970s are 

presented in Table 4.3.3 below. It highlights that at the level of the economy, labour 

productivity responses were either positive (1.85%) (if taken in terms of hours worked) or 

slightly negative (-0.13%) (if taken in terms of employment). In any case, compared to the 

EU-15 experience, labour productivity losses were higher in Japan. Furthermore, by com-

parison it emphasizes that in contrast to the EU-15, a different set of sectors experienced 

the strongest (positive and negative) labour productivity adjustments.  

 

Table 3.4.3  

Strongest sectoral labour productivity reactions to the crisis of the 1970s: Japan 

  Crisis of the 1970s 

  per hour worked per person employed 

 Total 1.85 -0.13 

CB Textiles, apparel, footwear, etc. -8.47 -5.34 

CE Chemicals -41.38 -44.66 

CG Rubber and plastics, etc. -5.23 -9.10 

CH Basic metals and fabricated metal products -6.38 -11.60 

CI+CJ Electronic, electrical and optical products -11.40 -13.47 

CK28 Machinery and equipment, n.e.c. 2.14 -2.78 

CL29 Motor vehicles 0.51 -3.01 

F Construction -3.48 -5.97 

G Wholesale and retail trade 1.86 -0.77 

I Accommodation and food service activities -11.99 -11.01 

K Financial and insurance activities -16.11 -17.76 

LMN Real estate and business activities -1.95 -4.19 

Source: EU KLEMS (release November 2009), own calculations. 

 

Specifically, labour productivity plunged most dramatically in the chemicals sector (CE) 

with -41.38%, followed by the financial and insurance activities sector (K) with -16.11% and 
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the accommodation and food service sector (I) with 11.99%. In contrast, expressed in 

terms of hours worked, only three sectors experienced any labour productivity gains during 

the economic crisis of the 1970s: the machinery and equipment sector (CK28) (with 

2.14%), the wholesale and retail trade sector (G) (with 1.86%) and the motor vehicles sec-

tor (CL29) (with 0.51%). However, expressed in terms of employment, none of the sectors 

considered experienced any labour productivity gains during the crisis of the 1970s.  

 

Summary 

The analysis of sectoral employment responses to the economic crisis of the 1970s 

demonstrates that the majority of sectors reacted with a one-year lag only. Moreover, em-

ployment reductions were strongest in the electronics, electrical and optical products sector 

(CI+CJ), the machinery and equipment sector (CK28), the basic metals and fabricated 

metals sector (CH) and the rubber and plastics sector (CG). However, despite the crisis, 

with the exception of construction (F), all service sectors still expanded employment. And 

from a comparative perspective, despite the weaker and shorter 1970s recession in Japan, 

variations in employment growth rates were significantly larger in Japan than in the EU-15. 

Furthermore, a similar set of sectors were affected by the crisis of the 1970s. 

 

Again, patterns of adjustment of hours worked reveal that labour hoarding was a uniformly 

practiced strategy in all sectors considered. Additionally, adjustments in hours worked in 

manufacturing sectors strongly resemble those in employment. In contrast, employment 

expansions in all service sectors (except construction (F)) had to be counterbalanced by 

cut-backs in hours worked to accommodate the recession. And except for the financial and 

insurance activities sector (K) which already adjusted hours worked prior to the recession, 

as the recession hit the economy in 1974, all sectors had to cut hours worked. However, 

similar to employment adjustments, hours worked were predominantly adjusted with a one-

year lag. And from a comparative perspective, variations in sectoral hours worked were 

stronger in Japan than in the EU-15. 

 

Similar to employment and hours worked, value-added responded with a one-year lag only. 

From a comparative perspective, sectors in Japan responded more strongly to the economic 

recession of the 1970s than sectors in the EU-15 aggregate. Moreover, a different set of 

sectors was affected. Value-added dropped the most in the chemicals sector (CE) by -46% 

and the electronics, electrical and optical products sector (CI+CJ) by -24%. In contrast, the 

wholesale and retail sector (G) and the real estate and business activities sector (LMN) both 

succeeded in further expanding value-added levels despite the ongoing recession. 

 

Finally, some sectors experienced rather dramatic changes in labour productivity. Specifi-

cally, with -41.38%, the chemicals sector (CE) underwent the most dramatic labour produc-

tivity losses, followed by the financial and insurance activities sector (K) with -16.11% and 

the accommodation and food service sector (I) with 11.99%. In contrast, only very few sec-
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tors maintained positive labour productivity growth, despite the crisis: together with the 

machinery and equipment sector (CK28), only the wholesale and retail trade sector (G) 

and the motor vehicles sector (CL29) managed to further expand labour productivity, de-

spite the economically difficult times.  

 

 

3.5 Changes in employment by sector 2007-2010 

3.5.1 Introduction 

After having analysed these previous patterns of employment change in crisis periods we 

now turn to the developments during the recent recession in the same terms, i.e. distin-

guishing changes in value-added, hours worked, productivity and the number employed. 

The aim is to examine the changes which occurred not only over the period of economic 

downturn which followed the global financial crisis, but equally importantly over the subse-

quent initial stages of recovery, which in most EU countries took place in the latter part of 

2009. This is based in the first instance on annual Eurostat national accounts data which, 

in principle, distinguish sectors of economic activity at the NACE 2-digit level. Unfortunate-

ly, however, at the time of writing (at the beginning of October, 2011), there are as yet no 

data available for sectors within manufacturing for 2010 for nearly all countries, which 

means that there are no data either for EU aggregates. Nevertheless, there are data at the 

NACE 1-digit level which means that at least it is possible to examine developments in the 

service sectors selected for study as well as in the construction industry. 

 

To overcome this lack of national accounts data, data are used instead from the short-term 

business statistics (STS) compiled by Eurostat which are both reasonably up to date (they 

contain data for employment up to the first quarter of 2011) and disaggregated by NACE 2-

digit sector within manufacturing. Moreover, unlike the national accounts, they are com-

piled on a NACE rev. 2 basis and accordingly conform to the way the 12 sectors selected 

for the study are defined. In addition, they contain data on production which enables em-

ployment to be related to output and the implied movement of labour productivity during 

both the recession and the subsequent recovery to be examined.  

 

The analysis begins, however, by considering developments at the broad sector level in 

order to give a general overview of changes during these two periods across the economy 

as a whole. 

 

3.5.2 Developments in GDP and total employment 

The economic downturn in response to the financial crisis and consequent global recession 

was initiated during the course of 2008, earlier in some countries, like Ireland and the Baltic 

States, later in others, such as many of the EU-12 countries (the countries which have en-

tered the EU since 2004), the timing largely reflecting exposure to the turmoil in world finan-
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cial markets. Because of adjustment lags – the delay in the realization among employers of 

the severity of the downturn in sales and its likely duration and adapting their work force to 

this – employment continued to increase across the EU throughout 2008, though at a de-

clining rate and it was not until 2009 that it began to fall. The growth of employment in 2008 

across the EU, as a whole, therefore, was only slightly lower than the average for the years 

2003-2007, despite the much lower rate of growth of GDP (Table 3.5.1). 

 

Table 3.5.1 

Changes in value-added and employment by broad sector in the EU, 2003-2010 

      Annual % change 

  Value-added Number employed 

  2003-07 2007-08 2008-09 2009-10 2003-07 2007-08 2008-09 2009-10 

Total             

EU-27 2.8 0.7 -4.3 1.9 1.1 0.9 -1.8 -0.5 

EU-15 2.6 0.4 -4.3 1.9 1.0 0.7 -1.8 -0.3 

EU-12 5.9 5.4 -3.3 2.4 1.4 1.8 -1.7 -1.2 

DE 2.5 1.2 -5.6 4.1 0.5 1.2 0.0 0.5 

Agriculture           

EU-27 1.1 2.9 1.7 -0.4 -1.8 -1.6 -3.6 -2.5 

EU-15 1.6 1.0 2.4 0.3 -0.9 -1.0 -1.6 0.6 

EU-12 -1.5 16.7 -2.3 -4.7 -2.6 -2.1 -5.3 -5.5 

DE 1.8 -5.5 8.9 -0.4 -0.7 1.2 -0.1 -1.2 

Industry           

EU-27 2.9 -2.0 -12.1 6.1 -0.1 -0.1 -5.2 -2.9 

EU-15 2.5 -2.6 -12.7 6.0 -0.5 -0.5 -5.1 -2.9 

EU-12 8.7 6.0 -6.1 7.7 0.9 0.9 -5.4 -2.8 

DE 3.9 -3.4 -16.7 10.3 -0.3 1.5 -2.9 -1.7 

Construction           

EU-27 2.5 -1.0 -6.6 -2.3 3.0 0.3 -5.1 -3.4 

EU-15 2.1 -1.8 -6.9 -2.2 2.2 -1.7 -6.4 -3.4 

EU-12 9.6 9.6 -3.1 -2.9 6.6 8.4 -0.6 -3.4 

DE -2.3 -1.0 -1.8 1.5 -0.5 -0.7 0.5 1.3 

Basic services*          

EU-27 3.2 1.0 -5.2 2.4 1.2 1.3 -1.7 -0.6 

EU-15 2.9 0.7 -5.3 2.4 0.9 1.0 -2.0 -0.7 

EU-12 6.5 3.9 -3.8 2.1 2.8 2.7 -0.6 0.1 

DE 2.7 4.4 -6.0 3.3 0.4 0.9 0.2 0.1 

Financial+business services         

EU-27 3.8 1.9 -2.2 1.0 2.8 2.7 -1.7 1.1 

EU-15 3.7 1.7 -2.2 1.0 2.7 2.2 -2.3 0.9 

EU-12 6.5 6.2 -2.4 1.0 3.8 7.1 3.4 2.3 

DE 2.3 2.7 -1.2 1.9 2.0 2.8 -0.8 2.2 

Public admin, educ, health         

EU-27 1.4 1.6 1.1 0.8 1.1 1.0 1.4 1.2 

EU-15 1.4 1.6 1.1 0.9 1.0 1.2 1.4 1.2 

EU-12 1.4 1.6 0.4 0.2 1.2 0.0 1.1 1.1 

DE 0.9 2.4 1.7 1.9 0.7 1.4 2.1 1.3 

Note: Implied productivity is value-added per hour worked. 

* Basic services comprise the distributive trades, hotels and restaurants, and transport and communications.  

Source: Eurostat, National accounts. 
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Growth of employment in the EU-15 was much less than in the EU-12, reflecting the fact 

that GDP growth was also much lower – indeed, in the EU-12, growth of GDP between 

2007 and 2008 was still over 5% and only marginally lower than the average over the pre-

ceding four years.  

 

In Germany, growth of employment in 2008 was also above the rate in the rest of the 

EU-15 as was growth of GDP even if less than over the previous 4 years. cat that , em-

ployment in the fourth quarter of 2008 was already below the level of year earlier, whereas 

in the EU-12 countries, taken together, it was 1% higher, reflecting the fact that GDP, un-

like, in the EU-15, was also well above the level in the fourth quarter of 2007 (by over 2%). 

Employment was also 1% above the level of a year earlier in Germany, though here GDP, 

as in the rest of the, EU-15 had already fallen by over 2% as compared with 2007. 

 

GDP continued to fall in the first half of 2009, so that the average for the year in the EU 

was over 4% lower than in 2008. In consequence, the number employed also fell but not at 

the same rate, the average over the year being just under 2% less than a year earlier. The 

reduction in GDP in the EU-12 was some 1 percentage point less than in the EU-15, at just 

over 3%. Nevertheless, the decline in numbers employed was much the same. In Germa-

ny, however, GDP fell by more in 2009 than the EU - by around 5.5% - but there was no 

decline in employment, the number in work remaining the same in 2009 as in 2008 signal-

ling very different behaviour on the part of employers than in the rest of the EU. Implicitly, 

therefore, there was a much bigger reduction in value-added per person employed in 

Germany than in other Member States (the extent to which this was due to a reduction in 

average hours worked is considered below). 

 

The fall in GDP came to end in most countries during the course of 2009 and, by the se-

cond half of the year, there was a resumption of growth, though at a slow rate. Modest 

growth continued during 2010 and GDP over the year in the EU was some 2% higher than 

a year earlier. There was also some pick-up in employment from the second quarter of 

2010 on, but not by enough to compensate for the reduction during 2009, so the average 

number employed over the year was still around 0.5% lower than in the previous year. 

 

Growth of GDP was slightly higher in the EU-12 than in the EU-15 (by some 0.5 of a per-

centage point), but the fall in employment between the two years, at over 1%, was larger 

than in the latter. Indeed, in the EU-12, there was little sign of any significant recovery in 

employment during the year and the number employed in n the first quarter of 2011 was 

only marginally higher than a year earlier.  

 

In Germany, growth of GDP was also higher than the EU-15 average, but in this case sig-

nificantly so, the average level of GDP in 2010 being some 4% higher than in 2009. 

Whereas, therefore, Germany suffered a bigger reduction in GDP during the recession 



131 

than the EU average, it has also enjoyed a faster recovery, reflecting its specialization in 

investment goods and motor vehicles for which global demand picked up strongly as re-

covery occurred. Instead of falling, therefore, the number employed in 2010 was higher 

than a year earlier (by 0.5%). This is less than would be expected on past relationships 

given the rate of growth of GDP, but it came after a large fall in GDP per person employed 

as noted above and, as indicated below, it still left the level of labour productivity signifi-

cantly lower than it was in 2007 before the recession began. 

 

3.5.3 Developments in employment by broad sector 

Developments over the recession period 

The decline in GDP during the recession was very much concentrated in industry (which 

consists largely of manufacturing but also mining and public utilities). While there also sig-

nificant reductions in construction and basic services (distribution, hotels and restaurants 

and transport and communications), these were much smaller. In the EU as a whole, val-

ue-added in industry was some 12% lower in 2009 than in 2008 when it was already 2% 

lower than in 2007 because of the sharp fall in the second half of the year. The decline was 

much smaller in the EU-12 than in the EU-15, at just 6% and since the recession hit most 

of the countries concerned later than in the EU-15 (though not the Baltic States), industry 

still registered value-added growth of 6% in 2008. Accordingly, there was little or no fall in 

value-added in this sector between 2007 and 2009, in stark contrast to the steep decline in 

the EU-15.  

 

The decline, moreover, was even larger in Germany than the EU-15 average, value-added 

in industry being almost 17% lower in 2009 than in 2008 and around 20% lower than in 

2007 before the recession began. 

 

The fall in value-added led to significant job losses in industry across the EU, the number 

employed being on average 5% lower in 2009 than in 2008. The reduction in employment 

was slightly larger in the EU-12 than in the EU-15 despite the much smaller fall in value-

added, signifying very different behaviour on the part of employers, though also reflecting a 

difference in the underlying rate of productivity growth which averaged around 7% in indus-

try over the four years 2003-2007, twice the average rate over this period in the EU-15 (this 

is considered further below). 

 

In Germany, despite the larger reduction in value-added than in the rest of the EU-15 taken 

together, the number employed decline by much less and was only around 3% lower in the 

2009 than in 2008. Moreover, since in contrast to the rest of the EU-15, there was an in-

crease in employment in 2008, the number employed in industry in Germany was only 

1.5% lower in 2009 than before the recession began even though value-added was 20% 

less. 
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In other sectors, the reduction in value-added was less but it still averaged around 6.5% in 

construction between 2008 and 2009 across the EU and 5% in basic services. In both 

cases, the fall was much larger in the EU-15 than in the EU-12, especially in construction 

(around twice as large). The behaviour of employment in relation to value-added, however, 

was markedly different in the two sectors, particularly in the EU-15. Whereas in basic ser-

vices, the number employed declined by much less than the fall in value-added – by 

around as opposed to over 5% - in construction, it declined by only slightly less. In the EU-

15, therefore, the number employed in construction was around 6.5% lower in 2009 than in 

2008 having fallen by just over 1.5% in the latter year, implying an overall reduction in the 

two years of around 8%, not much less than the fall in value-added. The reduction in value-

added in construction, therefore, was much more directly translated into a cutback in the 

work force than in basic services or, indeed, in industry.  

 

This reflects in part the different division of the decline in output in construction between 

Member States than in industry or basic services. While the decline in industry dispropor-

tionately occurred in Germany, as indicated above – and the decline in basic services was 

relatively evenly spread across countries – the decline in construction occurred dispropor-

tionately in Spain (as well as Ireland). In the latter, there is evidence of a much greater ten-

dency on the part of employers, not only in construction, to reduce employment as output 

fell than in Germany or in other countries. Indeed, in Germany, employment in construction 

increased slightly in 2009 despite a reduction in value-added, even if smaller than in other 

EU-15 countries.  

 

In the financial and business sector (i.e. advanced rather than basic services), the decline 

in value-added, despite the crisis being initiated by problems in the financial market, was 

much less, averaging only just over 2% in 2009 across the EU as a whole and by the same 

in the EU-12 as in the EU-15. In the EU-15, the number employed declined at a similar rate 

to that of value-added. In the EU-12, however, employment increased at much the same 

rate as over the four year 2003-2007 despite the fall in value-added – though it should be 

noted that the measurement of value-added in financial services in particular is relatively 

complicated and bears little relationship to the actual activities performed by those em-

ployed in the sector. It should equally be noted that though there were well-publicized job 

cuts in many large banks during the recession, these were predominantly concentrated 

among those involved in financial market activities who account for a relatively small pro-

portion of the total work force, rather than in financial services as such.  

 

In the public sector parts of service activities – in education and healthcare as well as pub-

lic administration – together with personal services (though these account for only a small 

share of the total) employment, along with value-added, continued to grow by much the 

same rate in 2009 as in earlier years, at just over 1%, in both the EU-15 and EU-12, 

though in this case at a slightly higher rate in the former than the latter. In Germany, there 
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was an increase of 2%, over twice the average over the 2003-2007 period and more than 

in the rest of the EU-15. Job growth in the public sector over the recession period, there-

fore, helped to some (small) extent to compensate for job losses on other sectors and, 

accordingly, to prevent the overall number employed from falling further. 

 

Developments in the early stages of recovery 

Just as the recession was concentrated in industry, so has been the recovery, at least in its 

early stages. Value-added grew by 6% between 2009 and 2010 in the EU as a whole, 

considerably more than in other parts of the economy. In the EU-12, growth was even 

higher at almost 8%. In Germany, however, it was higher still at around 10.5%, compensat-

ing for half of the decline experienced over the preceding two years.  

 

Although employment in industry began to increase in the EU during the year – if in most 

countries not until towards the end – the rise was not sufficient to prevent the number in 

work being some 3% lower in 2010 than in 2009. This was the case in both the EU-15 and 

the EU-12. In Germany, on the other hand, the number employed was only just over 1.5% 

lower in 2010 than a year earlier, reflecting the much larger increase in value-added. While 

in the EU-15 on average, therefore, employment in industry was over 8% less in 2010 than 

in 2007 before the recession began, in Germany, it was around 3% less despite the overall 

reduction in value-added over this period being similar. In the EU-12, employment in indus-

try was just over 7% less in 2010 than in 2007, a slightly smaller decline than in the EU-15. 

Here, however, value-added was significantly higher in 2010 than three years earlier – by 

around 7.5% - implying an increase in labour productivity over this period unlike in the rest 

of the EU, even if at a much slower rate than over the preceding growth period. 

 

In other sectors, value-added either increased by much less than in industry or, in the case 

of construction, continued to decline, though in Germany, there was an increase in this 

sector as well. In the latter country apart, where the number employment also went up, 

employment was around 3.5 percentage points lower in 2010 than in 2009 in both the EU-

15 and EU-12. 

 

In basic services, where value-added was some 2% or slightly higher in 2010 than a year 

earlier across the EU, employment was down by just under 1% in the EU-15, while in both 

the EU-12 Germany and Germany, it was up marginally. 

 

In financial and business services, where value-added went up by just 1% between 2009 

and 2010 across the EU as a whole, well below the average growth rate recorded over the 

growth years before the recession, the number employed increased at much the same 

rate, though by more in both the EU-12 and Germany, in the latter reflecting a higher rate 

of value-added growth than elsewhere (2%).  
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In the public sector, employment across the EU was just over 1% higher in 2010 than in 

2009, a marginally smaller increase than in the latter year but similar to the growth rate 

over the 2003-2007 period.  

 

3.5.4 Developments in average hours worked and labour productivity 

Developments over the recession period 

The above summary of changes in value-added and employment over the recession and 

subsequent beginnings of recovery indicate that the relationship between the two altered 

over this period, particularly in industry. The concern here is to explore how far the decline 

in value-added per person employed during the recession was due to a reduction in aver-

age hours worked and how far to a decline in productivity, measures in terms of value-

added per hour worked, as well as to examine what has happened as the economy has 

begun to recover. It is evident in practice that both contributed significantly to maintaining 

the number in work during the recession. It also evident that the reduction in both which 

occurred is being reversed as growth is resumed. 

 

Across the EU as a whole, therefore, average hours worked declined by around 1.5% be-

tween 2008 and 2009 which compares with a marginal reduction of only 0.1% a year over 

the period 2003-2007 (Table 3.5.2). The decline in 2009 was slightly larger in the EU-12 

than in the EU-15, but it was larger still in Germany, where it was over 2.5%. This was ac-

companied by a slightly smaller decline in labour productivity in the EU-15 – of around 1% - 

though not in the EU-12, where productivity remained almost the same, which, neverthe-

less, represents a significant decline in relation to the long-term trend (growth of over 4% in 

2003-2007). Even in the EU-15, value-added per hour worked was around 4.5% lower in 

2009 than it would have been had productivity grown by the same rate between 2007 and 

2009 as over the preceding four years.  

 

In Germany, the reduction in productivity in 2009 was much larger than in other countries, 

amounting to some 3%, so that value-added per hour worked in this year was even further 

below the long-term trend. 

 

Although the reduction in hours worked was widespread across the economy, if smaller in 

the public sector than elsewhere, it was much larger in industry than in other sectors. It is 

evident, however, that the decline was concentrated in industry. Across the EU as a whole, 

average hours worked in industry declined by almost 4% between 2008 and 2009, though 

slightly less in the EU-12 (around 3.5%). In Germany, however, the reduction amount to 

almost 7% after a decline of 1% in 2008.  

 

The reduction in productivity in industry was very similar in the EU-15 to that in average 

hours worked, amounting to just over 4% in 2009 following a fall of just over 1.5% in 2008. 
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In the EU-12, by contrast, productivity was around 2.5% higher in 2009 than a year earlier, 

though still well below trend.  

 

In Germany, value-added per hours worked in industry was 8% lower in 2009 than in 2008, 

which was itself around 4% lower than in 2007, signalling a substantial reduction in labour 

productivity over these two years, well over twice the scale in the rest of the EU-15. 

 

Table 3.5.2 

Changes in average hours worked and value-added per hour worked in the EU, 2003-2010 

      Annual % change 

  Average hours worked Implied productivity 

  2003-07 2007-08 2008-09 2009-10 2003-07 2007-08 2008-09 2009-10 

Total             

EU-27 -0.1 0.0 -1.6 0.8 1.6 -0.2 -1.0 1.7 

EU-15 -0.1 -0.1 -1.5 0.7 1.6 -0.3 -1.1 1.5 

EU-12 0.2 -0.1 -1.7 1.2 4.2 3.7 0.1 2.5 

DE -0.2 0.0 -2.7 1.8 2.2 0.0 -3.0 1.8 

Agriculture           

EU-27 0.0 0.0 0.2 -0.6 4.2 4.5 5.3 2.8 

EU-15 -0.6 -0.4 0.5 -1.6 3.6 2.4 3.6 1.3 

EU-12 0.5 0.4 -0.3 0.1 2.5 18.7 3.5 0.6 

DE -0.7 0.2 -1.5 0.0 3.5 -6.8 10.8 0.8 

Industry           

EU-27 0.1 -0.3 -3.8 2.8 3.1 -1.5 -3.7 6.3 

EU-15 0.0 -0.4 -3.9 2.8 3.4 -1.7 -4.2 6.2 

EU-12 0.2 -0.2 -3.4 2.9 7.2 5.2 2.7 7.7 

DE 0.0 -1.0 -6.8 5.9 4.6 -3.9 -8.1 6.0 

Construction           

EU-27 0.2 0.3 -2.1 1.3 -1.2 -1.6 0.5 -0.2 

EU-15 0.2 0.3 -2.0 1.0 -0.7 -0.4 1.5 0.2 

EU-12 -0.1 -0.5 -2.8 2.3 2.1 1.7 0.4 -1.8 

DE 0.8 0.9 -1.4 1.1 -1.9 -1.1 -0.9 -0.8 

Basic services*          

EU-27 -0.2 -0.2 -1.2 1.2 1.8 -0.2 -2.3 1.8 

EU-15 -0.3 -0.1 -1.1 1.1 2.0 -0.1 -2.3 2.1 

EU-12 -0.2 -0.6 -1.9 1.4 3.3 1.8 -1.3 0.6 

DE -0.3 -0.1 -2.2 1.3 2.4 3.5 -4.0 1.8 

Financial+business services         

EU-27 0.0 -0.2 -0.9 0.5 0.3 -0.6 0.3 -0.5 

EU-15 -0.1 -0.3 -1.0 0.4 0.5 -0.2 1.2 -0.3 

EU-12 -0.1 -0.6 -0.9 0.8 0.8 -0.2 -4.7 -2.0 

DE -0.1 0.4 -1.5 1.6 -0.3 -0.5 1.1 -1.9 

Public admin, educ, health         

EU-27 0.0 0.4 -0.4 -0.1 0.1 0.2 0.1 -0.2 

EU-15 -0.1 0.5 -0.4 0.0 0.1 -0.1 0.1 -0.3 

EU-12 0.1 0.3 -0.3 -0.6 0.1 1.2 -0.3 -0.3 

DE -0.3 -0.4 -0.8 1.1 0.3 1.4 0.5 -0.5 

Note: Implied productivity is value-added per hour worked. 

* Basic services comprise the distributive trades, hotels and restaurants, and transport and communications.  

Source: Eurostat, National accounts. 
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In construction, the reduction in average hours worked was much less than in industry, 

averaging around 2% across the EU in 2009, though close to 3% in the EU-12 and produc-

tivity increased slightly, though by more in the EU-15 than in the EU-12. In Germany, how-

ever, it declined by 1% in both 2008 and 2009.  

 

In basic services, the reduction in average hours worked was smaller still, except in Ger-

many. In the EU-15, therefore, jobs were maintained largely through a reduction in produc-

tivity and even more so in Germany, where it fell by 4% in 2009. In the EU-12, the reduc-

tion in hours worked was more important, amounting to some 2% in 2009 following a de-

cline of 0.5% in 2008. 

 

In financial and business services, average hours worked across the EU – in both the EU-

12 and the EU-15 – were around 1% lower in 2009 than in 2008. In the EU-15, productivity 

was 1% higher, while in the EU-12, it was around 4.5% lower (those as indicated above, 

this may largely reflect the way that value-added is measured in financial services rather 

than a significant reduction in the activities performed).  

 

In public services, where productivity as measured does not mean much, average hours 

worked declined by only around 0.5% in the EU as a whole, though this followed an in-

crease of a similar amount in 2008. 

 

Developments during the early stages of recovery 

As recovery has begun, so both average hours worked and productivity have increased to 

make good some of the reduction which occurred during the recession period. This is 

common across broad sectors in the EU as a whole but it is especially evident in industry.  

 

Across the EU, therefore, average hours worked increased by just under 1% between 

2009 and 2010 and by slightly over 1% in the EU-12. In Germany, they increased by al-

most 2%, so reversing much of the reduction which occurred in 2009. At the same time, 

labour productivity rose by 1.5% in the EU-15 and 2.5% in the EU-12, in the former, taking 

the level of value-added per hour worked back to what it was in 2007 and in the latter to 

well above this.  

 

In Germany, productivity rose by just under 2%, but this still left it over 1% below the level 

in 2007 before the recession hit and much further below what it would have been if it had 

grown at its trend rate over this period. 

 

In industry, average hours worked increased by around 3% in both the EU-15 and EU-12, 

again making good some but not all of the reduction which occurred in 2009. In Germany, 

they increased by 6%, but again this was less than the reduction in the previous year.  
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Productivity in industry increased substantially across the EU, by over 6% in the EU-15 and 

by over 7.5% in the EU-12, in the former taking value-added per hour worked v back to the 

level in 2007. In the EU-12, it meant a return to the growth rate experienced in the years 

before the recession hit. In Germany, the increase in productivity between 2009 and 2010 

was much the same as in the EU-15 average, but in this case, it left value-added per hour 

worked at only half the level it was in 2007, i.e. some 6% less than before the recession. 

 

In the other sectors, average hours worked also increased, reversing much of the decline 

in 2009. Productivity rose as well in basic services, though not in construction, where val-

ue-added continued to decline, or in the other sectors. In basic services, therefore, the 

growth in productivity took the level in the EU-15 back to what it was in 2007 and in the 

EU-12 – as well as in Germany – to above this level, despite the increase being relatively 

small. 

 

3.5.5 Developments in employment in manufacturing industries 

As noted above, the national accounts data available do not enable employment develop-

ments within industry to be examined in 2010 let alone in the first part of 2011. To overcome 

this difficulty, the Short-term Business Statistics compiled by Eurostat are used instead. 

These provide data on employment in manufacturing at the 2-digit level classified according 

to NACE rev. 2 instead of NACE rev. 1 which had to be used for the historical analysis in 

the earlier parts of this report. They, therefore, enable the developments in the 7 sectors 

selected for study within manufacturing to be examined over the most recent period – up to 

the first quarter of 2011 at the time of writing. The one drawback with the data is that alt-

hough statistics for output as well as employment are included so as allow labour productivi-

ty to be calculated, these relate to production rather value-added, which accordingly include 

the value of inputs and corresponds to gross rather than net output. Over a relative short 

period, however, the relationship between production and value-added ought not to change 

significantly and, therefore, the former should give a reasonable indication of the change in 

activity within the selected industries since 2007 and so of labour productivity.  

 

The quarterly data also enable some account to be taken of the likely lag between changes 

in output and changes in employment, reflecting the probable delayed response of em-

ployers in adjusting their work force to such a change. Taking account of such a lag, there-

fore, should give a better indication of the underlying change in labour productivity than 

simply relating current employment to current output. The lag applied here is two quarters, 

which is somewhat arbitrary – it might be more or less than the actual lag – but is intended 

simply to give an indication of the underlying productivity change. Of course, employers are 

much more able to adjust the working time of their employees quickly than the numbers 

and, in practice, this is indicated by the data. 
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Developments over the recession period 

The short-term statistics show much the same change in manufacturing over the period 

2007-2009 as the national accounts data for industry, which is not too surprising since 

manufacturing accounts for a major share of industrial output and employment. At the 

same time, it should be noted that because of the difference in classification methodology 

between NACE rev. 1 and NACE rev. 2, the activities included as part of manufacturing are 

not precisely the same in the two classifications17, which is a possible cause of difference 

between the developments examined above and those examined in this section.  

 

Between the first quarter of 2008 and the first quarter of 2009, therefore, manufacturing 

production fell by almost 19% in the EU as a whole, by more in the EU-12 than in the 

EU-15 and equally by more in Germany (21.5%) (see Table 3.5.3). This was accompanied 

by a fall in employment of around 5% over the period, though by 8% in the EU-12, almost 

twice as much as in the EU-15. In Germany in sharp contrast, the number employed fell 

only slightly despite the larger reduction in production. 

 

The decline in manufacturing production was mirrored in the 7 industries selected for 

study. The extent of the fall was much the same in Textiles and clothing, slightly larger in 

Chemicals, Robber (including plastics, glass and non-metallic mineral products), Electronic 

and electrical equipment and Machinery and equipment, significantly larger in basic metals 

(28% across the EU as a whole as well as in the EU-15 and EU-12) and largest of all in 

Motor vehicles, which production declined by 40% in the EU, slightly more in the EU-15, 

slightly less in the EU-12 and in Germany. This differential effect on industries is even more 

marked if account is taken of the underlying trend in production in the various sectors, 

which is reflected in the change between the first quarters of 2007 and 2008 before the 

crisis hit. Whereas, therefore, there was a long-term downward trend in the textiles industry 

across the EU – if not in all Member States – and low growth in the rubber, plastics etc. 

industry, there was significant growth in electronics, machinery and equipment and motor 

vehicles and, indeed, to a lesser extent in the basic metals industry.  

 

The impact of the crisis, therefore, in terms of the industries most affected, especially if the 

decline in production that occurred is related to underlying trends, was similar to that in 

previous periods of economic downturn, though much larger in scale than at any time in 

the post-war period. 

 

                                                           
17

  The fact that NACE rev. 2 is on an activity basis and NACE rev. 1 on a production basis means that activities such as 

central office administration or after-sales services included as part of manufacturing under the latter if they were 

undertaken for a manufacturing enterprise are no longer included under NACE rev. 2 if they can be distinguished. 
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The response of employment to the fall in production, however, differed markedly across 

sectors. The largest decline was in textiles and clothing, where the number employed fell 

by 12.5% across the EU as a whole between the first quarters of 2008 and 2009 and by 

16.5% in the EU-12, despite the reduction in production being smaller than in the other 

sectors. In Germany, where production fell by more than elsewhere, the decline in em-

ployment was significantly less, at just over 6%. The extent of the loss of jobs in textiles 

was undoubtedly a consequence in part of the significant long-term downward trend in 

employment in the industry, which is reflected in the decline between the first quarters of 

2007 and 2008 before the recession hit which averaged around 5% across the EU. The 

effect of the recession therefore was to add to this trend loss of jobs.  

 

Table 3.5.3 

Changes in production and employment in selected manufacturing industries, 2007-2011 

    % change between first quarter of each year 

  Production Numbers employed 

  2007-08 2008-09 2009-10 2010-11 2007-08 2008-09 2009-10 2010-11 

Manufacturing             

EU-27 3.3 -18.8 4.6 7.9 0.9 -5.1 -6.6 0.1 

EU-15 2.9 -18.0 3.1 7.1 0.8 -4.1 -6.0 -0.5 

EU-12 4.3 -21.0 8.7 10.1 1.1 -7.9 -8.4 1.8 

DE 5.3 -21.5 7.3 13.7 2.6 -0.4 -4.7 1.8 

Textiles+footwear          

EU-27 -2.9 -18.7 2.7 0.9 -4.9 -12.5 -9.9 -1.9 

EU-15 -2.1 -18.1 2.2 -0.3 -2.9 -9.5 -7.4 -2.2 

EU-12 -3.9 -19.7 3.3 2.5 -7.5 -16.4 -13.4 -1.4 

DE -2.6 -23.2 8.2 5.1 -2.2 -6.3 -8.3 -1.3 

Chemicals           

EU-27 1.5 -20.7 15.4 5.6 -1.3 -4.0 -4.3 -0.3 

EU-15 1.8 -20.1 14.7 4.9 -1.5 -4.3 -4.2 -0.3 

EU-12 0.5 -22.5 17.6 7.4 -0.8 -3.2 -4.4 -0.5 

DE 0.7 -26.8 26.1 7.7 -0.4 -0.4 -2.6 1.7 

Rubber, plastics etc          

EU-27 0.2 -22.3 3.1 8.7 1.2 -6.6 -6.6 0.4 

EU-15 0.0 -23.0 2.6 7.3 0.2 -5.8 -6.6 -0.8 

EU-12 0.8 -20.5 4.4 12.2 4.0 -8.8 -6.8 3.8 

DE -0.2 -20.2 9.1 14.0 1.8 -1.9 -4.8 3.9 

Basic metals          

EU-27 3.4 -28.0 4.8 11.3 2.8 -4.3 -9.1 1.0 

EU-15 3.4 -27.9 4.5 10.6 2.6 -4.1 -8.9 0.4 

EU-12 3.2 -28.0 5.9 13.9 3.4 -4.9 -9.7 3.3 

DE 5.9 -27.9 11.0 16.1 4.8 0.5 -7.9 3.6 

Electronics, electrical equip         

EU-27 6.2 -20.1 6.0 10.9 1.4 -6.2 -6.8 1.8 

EU-15 6.2 -20.4 4.4 10.8 0.5 -5.8 -6.8 1.6 

EU-12 6.5 -19.2 10.7 11.2 3.8 -7.3 -6.8 2.4 

DE 9.6 -23.7 7.4 19.9 3.4 -5.5 -7.0 3.9 

Machinery          

EU-27 6.2 -22.8 -4.8 17.0 3.6 -1.6 -9.3 0.7 

EU-15 6.3 -23.4 -5.3 17.3 3.8 -0.6 -8.3 1.1 

EU-12 6.1 -20.2 -3.1 16.0 2.7 -5.6 -13.4 -1.0 

DE 8.5 -21.2 -7.0 20.7 5.4 3.4 -6.1 1.9 

Motor vehicles          



140 

EU-27 6.0 -40.1 27.9 19.9 1.6 -6.5 -6.1 1.6 

EU-15 6.0 -41.6 27.5 20.0 0.0 -5.7 -6.5 -0.2 

EU-12 6.1 -35.5 29.2 19.8 6.4 -8.8 -5.2 6.7 

DE 4.7 -36.9 29.3 22.5 1.7 -3.3 -5.1 1.1 

At the other end of the scale, the reduction in employment in motor vehicles, where pro-

duction declined by much more than in other industries, was only slightly larger than the 

average decline in manufacturing at around 5-6%, though more in the EU-12 (9%) than in 

the EU-15. In Germany, in line with the experience in other industries, it was smaller at only 

just over 3%.  

 

The reduction in employment between the first quarters of 2008 and 2009 was smallest on 

average across the EU in machinery and equipment, at only around 1.5%, despite the de-

cline in production being slightly larger than average. This reflects to a large extent, how-

ever, the continued growth of employment in Germany (or at least the longer delay in the 

response to the downturn in production).  

 

In the metal industry too, where the decline in production was much larger than the aver-

age for manufacturing as a whole, the size of the fall in employment was much the same or 

slightly below average. On the other hand, in both the rubber, plastics, etc. industry and 

electronics, employment fell by more than average over this period. This was also the case 

in Germany for the latter, though not the former, perhaps reflecting the relatively large fall in 

production. 

 

Developments over the early stages of the recovery 

From the around the middle of 2009, production in manufacturing began to recover across 

the EU, though at different times and at different rates across industries, as well as across 

countries. Manufacturing production, therefore, increased by around 4.5% across the EU 

between the first quarter of 2009 and the same quarter of 2010, though by much more in 

the EU-12 (just over 8.5%) than in the EU-15 (3%) and by much more in Germany (just 

over 7%) than in the rest of the EU-15. This growth in production, however, was concen-

trated in particular industries, most especially in chemicals (up by 15.5%) and even more 

so in motor vehicles (up by 28%). In machinery and equipment, production continued to 

decline over this period, so that the effect of the recession on the industry was much great-

er than indicated by the size of the decline in the year up the first quarter of 2009. This was 

as much the case In the EU-12 as in the EU-15 and in Germany as much as in the rest of 

the EU-15. The other selected sectors showed increases in production of around the man-

ufacturing average, slightly higher in electronics and lower in textiles, though in contrast to 

the long-term trend, there was at least growth in the latter. 

 

 In all the industries selected for study, the increase in production over this period was 

larger in the EU-12 than in the EU-15 – or the fall in the case of machinery was smaller – 

most especially in electronics. Equally in Germany, the increase was larger than in the rest 
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of the EU-15 in most industries; particularly in chemicals, basic metals and textiles the 

growth in production in Germany was much larger than in the rest of the EU-15, while on 

the other hand, in machinery the decline in production was larger. 

The response of employment to the general upturn again varied across sectors, though 

slightly less so than over the preceding year. In manufacturing as a whole, the number 

employed declined by around 6.5% over the period across the EU as a whole, slightly 

more than over the year before and bringing the overall fall over the recession period to 

around 11.5%. As before, the fall in the EU-12 was larger than in the EU-15, increasing the 

jobs losses in manufacturing between the beginning of 2008 and the beginning of 2010 in 

the former to 15.5% as against around 10% in the latter, despite the overall decline in pro-

duction over the period being larger in the EU-15 than the EU-12. Once again, the fall in 

employment in Germany was smaller than in other countries at around 4.5%, in this case 

reflecting in part the higher rate of growth of production. Accordingly, total net job losses in 

manufacturing over the recession period in manufacturing in Germany amounted to 5%, 

only a third of the scale of losses in the EU-12 where the decline in production over the 

period was only slightly smaller. 

 

As before the reduction in employment in textiles was larger across the EU as a whole 

than in other industries over the year up to the first quarter of 2010 (10%), and particularly 

large in the EU-12 (13.5%), though in this period it was almost matched by the size of the 

decline in machinery and equipment (just under 9.5%), where production continued to fall 

as noted above, and basic metals (9%), where the fall in production over the preceding 

year had been relatively large.  

 

The decline in employment was smaller in chemicals than elsewhere (just under 4.5%), 

reflecting the relatively high growth in production and around the manufacturing average in 

the other sectors.  

 

Taking the two-years between the first quarters of 2008 and 2010 as whole, the size of the 

reduction in the number employed does not reflect the scale of decline in production at all 

closely. The reduction in employment was largest in textiles, at over 21% across the EU as 

whole, almost double the total job losses in manufacturing, and as much as 27.5% in the 

EU-12, yet the overall fall in production over the two years was only slightly larger than the 

manufacturing average.  

 

The scale of jobs losses, in proportionate terms, was much the same in basic metals, mo-

tor vehicles, rubber, plastics, etc., and electronics – around 12-13% across the EU as 

whole, slightly higher than the total for manufacturing – yet the decline in production was 

significantly larger in the first two than the third and much larger still than in the fourth, 

where the decline was only marginally above the average in manufacturing. 
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Job losses were smaller than in machinery, employment declining by around 10.5% across 

the EU over the two years, less than the average in manufacturing, but the decline in pro-

duction (26.5%) was larger even than in Basic metals or Motor vehicles.  

On the other hand, employment declined by least in chemicals (by 8%) which also experi-

enced the smallest fall in production over the period (8.5%). 

 

The above comparison indicates, therefore, that the behaviour of employment in relation to 

movements in production varied markedly across sectors and suggests that there were 

greater attempts to maintain jobs in some industries than in others. The evidence also 

suggests that such attempts were more limited in the EU-12 than the EU-15, though the 

downward pressure on employment from the much larger upward trend in productivity 

needs to be taken into account. 

 

There is, however, only limited evidence that the behaviour of employment relative to pro-

duction was markedly different in Germany than in the rest of the EU-15 once the two 

years up to the first quarter of 2010 are taken together and once individual sectors are ex-

amined rather than manufacturing as a whole (which is necessary because the structure of 

manufacturing in Germany is different from that in the rest of the EU, with the motor vehi-

cles and other engineering industries accounting for a much larger share of output and 

employment). This does not signify that efforts to maintain jobs in the face of the recession 

were no greater in Germany than elsewhere. In practice, as indicated above, the reduction 

in employment over the period when the recession was at its deepest was smaller than 

elsewhere but this was followed by a quicker and larger upturn in production which re-

duced the need for cutbacks in employment. Nevertheless, there are two industries, ma-

chinery and equipment and chemicals, where the number employed in Germany has been 

maintained at a higher level relative to production than in the rest of the EU. In both indus-

tries, therefore, employment was reduced by only around 3% over the two years up to the 

first quarter of 2010 as opposed to an average reduction of 8-9% across the EU-15 as a 

whole, while the decline in production was only marginally smaller in Germany than the 

average. The relationship between output and employment in these sectors is explored 

further in the next section. 

 

Growth of manufacturing production across the EU accelerated during 2010 and in the 

year from the first quarter of 2010 to that of 2011, production rose by an average of 8%, 

though again by more in the EU-12 (10%) than in the EU-15 (10%). Growth was much 

higher in Germany than in the rest of the EU-15, production increasing by around twice the 

rate over this period. This meant that in Germany, production in the first quarter of 2011 

was almost back to the level that it was in the first quarter of 2008 before the crisis hit, 

while in the rest of the EU, and in the rest of the EU-15 especially, it was still well below the 

level. 
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Growth in the year up to the beginning of 2011, as in the year before, varied markedly 

across sectors. It was especially high in machinery, where production had fallen in the pre-

vious year, at 17%, and close to 21% in Germany, as the delayed recovery got underway, 

though this still left production well below the level of three years earlier (some 14% below 

on average). Growth was even higher in motor vehicles, averaging some 20% across the 

EU and over 22% in Germany, which in the latter took the level back to what it was in the 

first quarter of 2008. The same was the case in the EU-12, though In the EU-15, it left it 

almost 11% below this level.  

 

In the other sectors covered, growth was less, but in basic metals and electronics especial-

ly, at around 11% in each, above the manufacturing average. Again the rate of growth was 

particularly high in Germany, at almost twice the EU-15 average in electronics and 50% 

above the average in basic metals. The level of production in the first quarter of 2011, 

however, remained below the level three years earlier in both industries, if by much less in 

Germany than in the rest of the EU-15, especially in electronics (around 2% below in Ger-

many), where production in the EU-12 was virtually back to what it was at the beginning of 

2008. Much the same was the case in rubber, plastics, etc. – where production in Germany 

was only marginally below the level of three years earlier but in the EU-15 as a whole 15% 

below – and, to a lesser extent, in chemicals and textiles, where production, as in the years 

before the recession, increased by much less than in other manufacturing sectors or, in the 

case of the EU-15, declined. 

 

The significant growth of production in manufacturing between the first quarters of 2010 

and 2011 was accompanied by the fall in employment coming to an end in the EU as a 

whole, despite the level of production remaining below what it was before the recession. 

While in the EU-15, the number employed fell slightly over the year, in Germany and the 

EU-12, reflecting the higher growth in production – or the smaller reduction relative to the 

level three years earlier – it increased by just under 2%. 

 

The increase in employment was largest on average in electronics (just under 2%), where 

there was a rise in both the EU-15 and the EU-12, and motor vehicles, where it was largely 

concentrated in the EU-12, though there also a small rise in Germany. There was similarly 

a common rise across the EU in basic metals, though smaller overall (1%). In machinery, 

employment also increased overall, but declined in the EU-12, while in rubber, plastics, 

etc., the increase was relatively large in the EU-12 and Germany (around 3.5% in both) but 

employment fell in the EU-15. In both textiles and chemicals, especially the former, there 

was a reduction in the number employed in both the EU-15 and EU-12, though in the latter, 

a rise in Germany. 

 

The increases in employment in the year up to the first quarter of 2011 were not sufficient 

in any of the sectors to recover the job losses experienced during the recession period. 
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Overall in manufacturing, the number employed in the EU was just over 11% lower at the 

beginning of 2011 than three years earlier. In the EU-12, it was 14% lower, though in Ger-

many, it was down by only 3.5%. In textiles, there were 22.5% fewer people employed than 

at the beginning of 2008 and in the EU-12, 28.5% fewer. In rubber, plastics, etc. and basic 

metals, the reduction was 11-12% in both the EU-15 and EU-12, though again much less 

in Germany (3-4%). In electronics and motor vehicles, the reduction was much the same 

as the average in manufacturing and in these two cases, less different in Germany than in 

other countries (7-9%). In machinery, the decline in employment over the three years was 

slightly smaller than in the rest of manufacturing (around 10%) in the EU as a whole, but 

much larger in the EU-12 (19%) and very small in Germany (1%). The scale of the decline 

was further below the manufacturing average in chemicals, where, as noted, fall in produc-

tion over the period was relatively small, though it still amounted to around 8.5% in the EU 

overall.  

 

Developments in average hours worked and labour productivity 

The relationship between employment and production can be explored further, as above, by 

examining what happened to average hours worked and labour productivity, or production 

per hour worked, over both the period of recession and the early stages of recovery. In order 

to do so, as explained earlier, explicit account is taken of the lagged response of employment 

to the fall in output and the subsequent resumption of growth which is evident from the fig-

ures discussed in the previous section. Specifically, a lagged response of two quarters is 

assumed in order to give an indication of the underlying movement in labour productivity. 

 

In most parts of the economy but particularly in manufacturing, there is long-term down-

ward trend in average hours worked, which in many services is primarily associated with 

the development of part-time working, but which in manufacturing is more related to a re-

duction in full-time hours. This downward trend, it should be noted, is a result not only of a 

shortening in the normal working week but also of an increase in the number of days’ holi-

day per year. Both should be captured, in principle at least, by the Short-term Business 

Statistics18. 

 

The long-term decline in working time is reflected in the reduction of around 0.5% in the 

average hours worked in manufacturing across the EU between the first quarter of 2007 

and that of 2008. A reduction, though of varying sizes, was common to all the sectors se-

                                                           
18

  This it should be noted is not the case as regards the Labour Force Survey data which are often used to examine 

changes in hours worked and which relate either to hours worked during the reference week (which is carefully chosen 

to minimise the chances that it contains a national holiday) or to usual weekly hours worked. In either case, the data do 

not pick up changes in the number of weeks worked per year or, as often occurred during the recent recession, 

enforced leave from work, except insofar as the time off concerned coincided with the reference week. How far in 

practice the Short-term Business Statistics capture the latter is open to question, though the data do show, as 

indicated, a reduction in average hours worked  



145 

lected for study, except Basic metals, where there was an increase of around 0.5%, and to 

both the EU-15 and EU-12 (except in Textiles in the former) (Table 3.5.4).  

 

 

Table 3.5.4 

Changes in average hours worked and labour productivity in selected manufacturing 

industries, 2007-2011 

    % change between first quarter of each year 

  Average hours worked Implied productivity 

  2007-08 2008-09 2009-10 2010-11 2007-08 2008-09 2009-10 2010-11 

Manufacturing             

EU-27 -0.6 -3.7 3.5 2.4 3.5 7.2 -11.3 5.6 

EU-15 -0.6 -3.5 3.1 2.4 2.9 4.7 -11.8 6.5 

EU-12 -0.8 -4.1 4.4 2.4 4.9 14.4 -9.9 3.2 

DE -0.3 -7.1 4.1 3.0 3.6 8.7 -16.3 6.6 

Textiles+footwear          

EU-27 -0.1 -2.2 3.1 3.7 4.8 6.0 -4.9 2.9 

EU-15 1.1 -1.7 4.1 3.8 1.2 2.1 -7.9 3.5 

EU-12 -1.7 -2.8 1.8 3.7 10.0 11.6 -0.6 2.1 

DE -0.1 -6.1 4.8 1.3 1.6 2.8 -9.4 7.1 

Chemicals           

EU-27 -0.5 -0.6 2.5 1.2 3.7 3.8 -8.2 6.1 

EU-15 -0.4 -1.0 3.2 1.0 3.3 3.9 -8.8 5.9 

EU-12 -0.8 0.4 0.8 1.5 5.1 3.5 -6.3 6.5 

DE -0.2 -3.9 4.4 -0.1 0.8 3.5 -13.3 10.6 

Rubber, plastics etc          

EU-27 -1.2 -4.0 4.1 3.3 1.5 5.0 -11.5 2.0 

EU-15 -1.3 -3.8 3.7 3.7 1.9 2.2 -11.6 2.6 

EU-12 -0.7 -4.4 5.4 2.3 0.6 12.8 -11.4 0.7 

DE 0.0 -7.0 4.8 2.2 -0.3 6.5 -9.4 3.6 

Basic metals           

EU-27 0.6 -5.4 4.7 3.1 0.9 8.7 -19.1 6.1 

EU-15 0.7 -5.1 4.6 2.8 0.4 7.8 -19.9 7.1 

EU-12 0.0 -6.3 5.0 4.0 2.3 12.0 -16.4 2.8 

DE 0.2 -11.6 7.4 5.0 1.3 14.2 -22.5 7.0 

Electronics, electrical equip          

EU-27 -0.9 -4.3 3.5 1.1 7.4 11.8 -15.7 10.0 

EU-15 -1.0 -4.4 2.4 1.4 7.7 11.1 -16.1 9.3 

EU-12 -0.6 -4.1 7.0 0.4 6.6 13.8 -14.6 12.3 

DE -0.4 -6.3 4.2 3.1 6.8 16.3 -20.3 11.5 

Machinery           

EU-27 -1.4 -6.6 3.0 4.2 6.1 9.6 -23.5 11.8 

EU-15 -1.6 -6.3 2.8 4.4 5.7 8.0 -24.5 11.1 

EU-12 -0.1 -7.6 3.8 3.5 7.6 16.7 -18.9 14.7 

DE 0.0 -9.0 0.3 7.5 5.2 9.7 -23.5 5.1 

Motor vehicles           

EU-27 -0.5 -11.0 10.2 4.2 5.9 13.1 -22.8 8.3 

EU-15 -0.5 -11.1 9.0 5.1 6.6 10.8 -22.8 8.7 

EU-12 -0.3 -10.8 14.0 1.5 4.1 20.1 -22.6 7.2 

DE -1.9 -13.6 11.4 5.1 6.7 14.8 -21.9 10.9 

Note: Implied productivity is value-added lagged 2 quarters relative to total hours worked. 

Source: Eurostat, Short-term Business statistics. 
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In the subsequent year, however, when recession hit, average hours worked in manufac-

turing declined by much more, by just over 3.5% on average across the EU as a whole. 

The decline was slightly larger in the EU-12 than the EU-15 and markedly larger (7%) in 

Germany than in the rest of the EU-15. The decline was widespread across all sectors, 

though it was much smaller in Chemicals than in other sectors. It was especially large in 

Motor vehicles – averaging around 11% in both the EU-15 and EU-12 – particularly in 

Germany, where it was as much as 13.5%, reflecting the big fall in production. It was also 

relatively large in Machinery and Basic metals, where the decline in production was also 

relatively big, in each case, the decline being larger in the EU-12 than the EU-15 and larger 

in Germany than in the rest of the latter. 

 

In the following year, from the first quarter 2009 to the first quarter 2010, this reduction in 

average hours was reversed, or almost reversed, in both manufacturing as a whole and in 

most sectors. The increase in average hours, therefore, was particularly large in the sec-

tors where the fall had been biggest in the preceding year, in Motor vehicles, especially. It 

also tended to be larger in the EU-12 than in the EU-15 and larger in Germany than in the 

rest of the EU-15. The reduction in hours worked as a means of maintaining jobs was, 

therefore, relatively short-lived.  

 

Moreover, there was a further widespread increase in average hours worked in the follow-

ing year, between the beginning of 2010 and the beginning of 2011. This averaged 2.5% in 

manufacturing over the EU as a whole and was much the same in the EU-12 as in the EU-

15, though it was slightly larger in Germany (3%) than in other countries. It was particularly 

large in Machinery and Motor vehicles (over 4%), where the increase in the preceding year 

had been smaller than the reduction during the recession period. The rise was also rela-

tively large, however, in Textiles (almost 3%) – though not in Germany – where the in-

crease over the year before had already virtually compensated for the reduction in the re-

cession year. The result, as indicated below, is that by the first quarter of 2011, average 

hours worked in manufacturing and in most industries were not only back to the level they 

were three years earlier but above this. 

 

The general reduction in average hours worked as the recession hit had the effect of push-

ing up labour productivity, measured by production per hour worked. Partly because of this 

effect, between the first quarter of 2008 and the first quarter of 2009, underlying labour 

productivity,, relating total hours worked to production two quarters previously to take ac-

count of the lagged response of employment to changes in output, increased in both 

manufacturing as a whole across the EU and all the sectors selected for study. This in-

crease was then followed by a steep decline as output fell and the number employed, 

though cut back, was not reduced in line. Moreover, as indicated above, average worked 

started to increase over this period, pushing down labour productivity as measured here, 
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even further. This reduction was then followed by a renewed increase in productivity as 

production began to recover and employment either remained much the same or was re-

duced further. 

 

The year-to-year pattern of productivity developments over this period, however, is not 

really important so far as future developments are concerned. The real interest is in how 

productivity changed over the period as a whole and how the level now – or in the first 

quarter of 2011 which is the latest for which data are available – compares with that before 

the recession occurred. The issue, therefore, is whether and to what extent labour produc-

tivity declined over the recession period which is likely to be relevant for the prospects for 

job growth in the coming years. If, therefore, productivity is now lower than it was at the 

beginning of 2008, it is plausible to assume that this loss will be made good as recovery 

continues, since there is little reason to suppose that the loss represents a permanent ra-

ther than temporary state of affairs. 

 

Comparing productivity in manufacturing in the first quarter of 2011 with the level three 

years earlier indicates that across the EU as a whole, there was hardly any change over 

this period. Production per hour worked, therefore, was only around 0.5% higher than in 

the first quarter of 2008. This small increase over the period, however, is entirely due to the 

rise in the EU-12, which amounted on average to around 6.5% over the period, whereas In 

the EU-15, it was just over 1.5% lower and in Germany, 3% lower (Table 3.5.5). 

 

This general pattern is repeated in most sectors. Only in Electronics and Chemicals was 

the level of productivity in the first quarter of 2011 higher than three years earlier in both the 

EU-15 and the EU-12. In Rubber, plastics, etc., Metals, Machinery and Motor vehicles in 

the EU-15, it was well below the level, as was also the case in Basic metals in the EU-12. 

The apparent reduction in productivity over these three years in Machinery is especially 

large in Germany (almost 12%), though it is only slightly smaller in the rest of the EU-15. In 

Rubber, plastics, etc., Metals and Motor vehicles, however, it is in the rest of the EU-15 

where the reduction in productivity is most marked (7-8%).  

 

The change in average hours worked over the thee-year period is equally relevant for the 

future prospects as regards employment. If average hours had declined over this period by 

more than the trend decline, then this would be expected to moderate job creation over the 

coming years as normal working hours were re-established. As indicated above, however, 

the reverse has occurred and instead of falling, average hours worked have increased over 

the period, at least in manufacturing. In consequence, this might have a positive effect on 

job creation as normal working time is resumed, assuming it is, of course. 

 

In the first quarter of 2011, therefore, average hours worked were around 2% higher in 

manufacturing in the EU as a whole than three year earlier before the crisis hit and around 
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2.5% higher in the EU-12. On the other hand, in Germany, they were slightly lower. The 

pattern, however, varies markedly across sectors within manufacturing. The increase in 

hours worked over the period across the EU was largest in Textiles, at over 4.5% (over 6% 

in the EU-15), followed by Rubber, plastics, etc. and Chemicals, at just over 3%. In all three 

of the sectors, average hours in Germany either declined slightly or remained much the 

same. In Motor vehicles, there was also an increase, though slightly smaller (just over 2%) 

and in this case hours worked rose in Germany too (by 1%). In Basic metals, the increase 

on average across the EU was much the same as in Motor vehicles, but there was a slight 

fall in Germany, while in Electronics and Machinery, the increase was only marginal, 

though in Germany, average hours were almost 2% less than three years earlier. 

 

Table 3.5.5 

Changes in average hours worked and labour productivity, 2008-2011 

  % Change 2008Q1 to 2011Q1 

    Average hours worked Implied productivity 

Manufacturing     

EU-27 2.1 0.4 

EU-15 1.9 -1.7 

EU-12 2.6 6.4 

DE -0.4 -2.9 

Textiles+footwear    

EU-27 4.7 3.6 

EU-15 6.3 -2.7 

EU-12 2.6 13.2 

DE -0.4 -0.3 

Chemicals    

EU-27 3.1 1.1 

EU-15 3.2 0.4 

EU-12 2.7 3.3 

DE 0.2 -0.8 

Rubber, plastics etc    

EU-27 3.3 -5.2 

EU-15 3.4 -7.3 

EU-12 3.1 0.6 

DE -0.4 0.0 

Basic metals    

EU-27 2.2 -6.7 

EU-15 2.1 -7.5 

EU-12 2.3 -3.8 

DE -0.2 -5.2 

Electronics, electrical equipment   

EU-27 0.2 3.7 

EU-15 -0.8 1.9 

EU-12 2.9 9.1 

DE 0.6 3.4 

Machinery    

EU-27 0.3 -6.2 

EU-15 0.5 -9.4 

EU-12 -0.9 8.6 

DE -1.8 -11.8 

Motor vehicles    

EU-27 2.2 -5.4 

EU-15 1.8 -7.1 
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EU-12 3.2 -0.4 

DE 1.1 -0.6 

Note: Implied productivity is value-added lagged 2 quarters relative to total hours worked. 

Source: Eurostat, Short-term Business statistics. 

This widespread increase in average hours worked over the period is perhaps explicable in 

terms of the uncertainty generated by the recession and the hesitant recovery which has 

been underway since mid-2009. Employers, therefore, might understandably be reluctant 

to take people on if the prospects for growth continuing for the next year or two are unclear. 

This is especially the case for manufacturing industries, particularly those that stand to be 

most affected by a renewed downturn in activity. Accordingly, although the increase in 

hours worked would seem to be favourable for future job creation, it is probable that the 

present uncertainty would need to be dispelled before this happens in practice.  

 

3.5.6 Developments in employment in the service sectors 

Although data on employment in services are produced as part of the Short-term business 

statistics, in most cases they are not accompanied by data on output in real terms nor do 

they cover Financial services19. Moreover, they also do not include data on hours worked, 

which since part-time working is of major importance in the Distributive trades and Hotels 

and restaurants is a serious deficiency in being able to interpret the movements shown by 

the data. Accordingly, the following analysis is based on national accounts data, which in 

principle ways is preferable because they include data on value-added at constant prices. 

Unfortunately, however, as noted earlier there are no quarterly data available at EU-level 

for the services sectors selected for coverage, which means that there is no alternative but 

to rely on annual data. At the time of writing (mid-October), however, for nearly all coun-

tries, these are available only up to 2009. Nevertheless, Eurostat has made estimates for 

EU aggregates for 2010 and these form the basis of the analysis here. This means that 

developments in Germany are not analysed separately as in the previous section, but this 

is of less importance since, unlike in the case of manufacturing, Germany does not ac-

count for a disproportionate share of the total EU output or employment in services and 

employment behaviour does not seem to be so different from that of other EU-15 countries 

taken together, further drawback of the data, as again noted earlier, is that the data are 

compiled on a NACE rev. 1 basis and so the sectors distinguished do not precisely con-

form to those selected for study, though this is of very minor significance except possibly 

for Business services, which here include communication activities (other than telecommu-

nications) included under a different category in NACE rev. 2. This ought not, however, to 

have a significant effect on the employment developments analysed below. 

 

Each of the services sectors selected for study have shown a long-term tendency to grow 

in terms of both value-added and employment across the EU. Growth in value-added 

                                                           
19

  Data on turnover at constant prices in the retailing, though not in wholesaling, are included but the data for the other 

service sectors include only data on sales at current prices. 
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(measured in real terms as elsewhere in the analysis) has been especially high in Financial 

services, averaging just over 5% in the 4 years 2003-2007 leading up to the crisis and over 

9% in the EU-12 countries (Table 3.5.6). Such growth, however, needs to be interpreted 

with some caution given the difficulties of measuring value-added in this sector. Estimating 

value-added in real terms is especially difficult in most services since the output produced 

is less tangible than in the case of manufactured goods or the buildings or infrastructure 

produced by the construction sector. Distinguishing between price and quality changes is, 

therefore, fraught with difficulty. Financial services involve an additional level of difficulty 

insofar as it is hard to define value-added in many activities in the sector in principle let 

alone in practice. The value-added figures, therefore, may well not reflect the scale of activ-

ities performed in the sector in the same way as they do for manufacturing and changes in 

them may not signify the need for more or less effort on the part of the work force. The 

general difficulties of measuring changes in value-added in services in real terms need to 

be kept in mind when interpreting the figures presented here. 

 

Table 3.5.6 

Changes in value-added and employment in selected service sectors, 2003-2010 

      Annual % change 

  Value-added Number employed 

  2003-07 2007-08 2008-09 2009-10 2003-07 2007-08 2008-09 2009-10 

Distributive trades          

EU-27 2.8 0.6 -5.7 2.4 1.4 1.4 -2.1 -0.4 

EU-15 2.5 0.3 -5.9 2.3 0.8 1.1 -2.4 -0.6 

EU-12 7.2 4.6 -3.5 2.5 3.9 2.5 -0.9 0.4 

Hotels and restaurants          

EU-27 2.5 0.9 -3.2 1.5 2.7 1.4 -0.6 -0.2 

EU-15 2.6 0.9 -3.1 1.5 2.6 1.1 -0.8 0.0 

EU-12 1.8 2.4 -6.3 0.6 3.9 4.0 0.8 -1.3 

Financial services          

EU-27 5.3 1.0 -2.4 -1.9 0.8 0.5 0.2 1.1 

EU-15 5.1 0.5 -1.7 -2.1 0.2 0.6 -0.6 1.0 

EU-12 9.2 9.3 -14.0 2.7 5.1 -0.2 5.5 1.5 

Business services          

EU-27 3.4 2.1 -2.2 1.7 4.1 3.2 -2.1 1.1 

EU-15 3.4 2.0 -2.3 1.8 3.9 2.5 -2.6 0.9 

EU-12 5.7 5.1 1.7 0.3 6.0 9.1 2.9 2.5 

Source: Eurostat, National accounts 

 

Value-added growth was also relatively high over the period 2003-2007 in Business ser-

vices – slightly higher than in the economy as a whole, at least at overall EU level – while 

growth was around the average in the Distributive trades and Hotels and restaurants, 

though in the former, it was well above average in the EU-12 countries, reflecting the un-

der-developed nature of the retail sector especially at the beginning of the transition. 
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The growth of employment over the period was not really in line with the different rates of 

value-added growth. It was highest in Business services, which has represented the prima-

ry source of job creation across the EU over the past two decades, averaging around 4% a 

year in the EU-15 and 6% a year in the EU-12, in both cases, above the growth of value-

added. It was also relatively high in Hotels and restaurants, in this case broadly the same 

as the rate of increase in value-added, though not in the EU-12, where it was well above 

the latter.  

 

Employment growth in the Distributive trades and Financial services was lower across the 

EU as a whole and in the EU-15, below the growth in employment in the economy as a 

whole. In the EU-12, on the other hand, growth was well above that in the rest of the econ-

omy, averaging around 4% a year in the former, reflecting the high growth rate of value-

added, and 5% in the latter.  

 

Growth of value-added slowed down in all four sectors in the EU-15 in 2008, partly due to 

the onset of recession, but, apart from in the Distributive trades, continued at much the 

same rate as before in the EU-12 where the recession in most countries hit later. Employ-

ment continued to grow in the EU-15 though at lower rates in Hotels and restaurants and 

Business services but at slightly higher rates in the Distributive trades and Financial ser-

vices. In the EU-12, employment increased at much the same rate as before in Hotels and 

restaurants and at a much higher rate in Business services (by 9%) but at a lower rate in 

the Distributive trades, though still around 2.5%, well above the rate in the rest of the econ-

omy, while it declined slightly in Financial services. 

 

The onset of the recession led to value-added declining in all four of the service sectors 

across the EU, apart from Business services in the EU-12, though by not nearly as much 

as in manufacturing. The decline overall in 2009 was steepest in the Distributive trades and 

Hotels and restaurants, while in the EU-15 at least, the decline in Financials services was 

relatively modest, despite the origins of the crisis being in this sector. In the EU-12, value-

added in the sector is recorded as falling by 14%, though how much this represented a 

decline in activities is unclear. 

 

The fall in value-added resulted in a decline in employment in the EU-15 in all four sectors, 

though to varying extents and again not fully in line with the reduction in value-added. In 

the EU-12, however, the Distributive trades were the only one of the sectors in which the 

number employed fell.. In the EU-15, the decline was largest in Business services and the 

Distributive trades, averaging around 2.5%, in the former case, much the same as the fall 

in value-added but in the latter well below. In both Hotels and restaurants and Financial 

services, the decline was less than 1%, in the former case, well below the size of the re-

duction in value-added. 

 



152 

In the EU-12, the number employed continued to grow significantly in Business services 

(by 3%), even if at a lower rate than before, reflecting the lower growth of value-added. The 

increase in employment in Financial services was even larger (5.5%), irrespective of the 

large reduction in value-added. In Hotels and restaurants, where there was also a signifi-

cant fall in value-added, employment continued to increase too if at a much lower rate. 

Employment declined in the Distributive trades (by around 1%) but as in the EU-15 by less 

than the fall in value-added. 

 

Between 2009 and 2010, value-added across increased on average in all of the sectors 

apart from Financial services. The increase was largest in the Distributive trades, at around 

2.5% in both the EU-15 and EU-12, as consumer expenditure began to recover, and very 

similar (at around 1.5% across the EU as a whole) in Hotels and restaurants and Business 

services, in this case higher in the EU-15 than in the EU-12. In both sectors in the latter, 

the increase was only around 0.5% reflecting the continuing depressed state of company 

spending and tourism. In Financial services, value-added declined in the EU-15 but in-

creased in the EU-12. 

 

The growth of value-added in the Distributive trades did not lead to any increase in employ-

ment in the EU-15, the work force declining by around 0.5%, but in the EU-12, the number 

employed rose slightly (by around 0.5%). There was, however, an expansion of employment 

in Business services, where the growth of value-added was less, though equally the preced-

ing fall had been smaller. The increase in employment was particularly large in the EU-12 – 

2.5% - almost reversing the reduction which had occurred in 2009. There also growth of em-

ployment in Financial services – by 1% in the EU-15 and slightly higher in the EU-12 – in the 

EU-15 more than compensating for the job losses the previous year. 

 

In Hotels and restaurants, the number employed remained unchanged in the EU-15 but fell 

by over 1% in the EU-12, perhaps reflecting the delayed effects of the large fall in value-

added in 2009. 

 

Overall, the only sector in which the number employed in 2010 was less than in 2007 be-

fore the recession began is the Distributive trades and then only in the EU-15 (by around 

2%). In the latter, however, the number employed in Hotels and restaurants was only mar-

ginally above the level three years earlier and in both Financial services and Business ser-

vices, only around 1% higher. 

 

In the EU-12, employment in Business services was much higher (around 15% higher – 

twice the increase in value-added) than three years before and in Financial services, 

around 7% higher, while even in Hotels and restaurants, where value-added declined par-

ticularly sharply in the recession and has been slow to recover, the number employed was 

around 3.5% higher. 
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The next section explores the both the implied changes in productivity over this period and, 

perhaps more relevantly given the measurement problems surrounding changes in value-

added, changes in average hours worked. 

Developments in average hours worked and productivity 

Although average hours worked have tended to decline over the long-term in services as in 

the rest of the economy, the rate of fall has in most sectors been very small especially in 

the EU-15. Over the 4-years 2003-2007, therefore, it was only in Hotels and restaurants 

that the annual rate of decline in the EU-15 was significant and then under 1% a year, re-

flecting the growing employment of part-time workers (Table 3.5.7). In the EU-12, the de-

cline in average hours was much the same in the Distributive trades as in the EU-15, 

smaller in Hotels and restaurants and Business services (where it amounted to just 1 hour 

a year over the four years) and larger in Financial services.  

 

In 2008, hours worked continued to decline in the Hotels and restaurants and Business 

services in both the EU-15 and EU-12, while in the Distributive trades and Financial ser-

vices, they also declined to the EU-12 but increased slightly in the EU-15 (very slightly in 

the former sector). 

 

In 2009 as the recession hit, there was a more marked decline in average hours worked in all 

sectors. This was largest across the EU as whole in Hotels and restaurants and Financial 

services, at around 1.5% in both the EU-15 and EU-12. It was slightly smaller in the EU-15 at 

least in the Distributive trades and Business services, though in the EU-12, average hours 

worked in the former declined by 2%. In all the sectors, the reduction in average hours 

worked was considerably smaller than in the manufacturing sectors or in Construction. 

 

Table 3.5.7 

Changes in average hours worked and productivity in selected service sectors, 2003-2010 

      Annual % change 

  Average hours worked Implied productivity 

  2003-07 2007-08 2008-09 2009-10 2003-07 2007-08 2008-09 2009-10 

Distributive trades         

EU-27 -0.1 0.0 -1.1 1.2 1.5 -0.7 -2.6 1.5 

EU-15 -0.2 0.0 -0.9 1.2 1.8 -0.8 -2.7 1.8 

EU-12 -0.2 -0.4 -1.9 1.2 3.4 2.5 -0.8 0.8 

Hotels and restaurants         

EU-27 -0.7 -0.6 -1.6 0.7 0.5 0.1 -1.0 0.9 

EU-15 -0.8 -0.5 -1.6 0.5 0.8 0.3 -0.7 1.0 

EU-12 -0.5 -1.5 -1.6 2.2 -1.6 0.0 -5.5 -0.3 

Financial services         

EU-27 0.0 0.0 -1.5 -1.2 4.5 0.5 -1.2 -1.8 

EU-15 -0.1 0.3 -1.6 -1.6 4.9 -0.3 0.5 -1.5 

EU-12 -0.5 -1.5 -1.4 0.8 4.4 11.2 -17.3 0.3 

Business services         
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EU-27 0.0 -0.2 -0.8 0.8 -0.7 -0.8 0.7 -0.2 

EU-15 -0.1 -0.3 -0.9 0.8 -0.5 -0.1 1.3 0.1 

EU-12 0.0 -0.3 -0.8 0.7 -0.3 -3.4 -0.4 -2.9 

Source: Eurostat, National accounts 

In 2010, average hours worked increased in all sectors in both the EU-15 and EU-12, ex-

cept in Financial services, where the increase was confined to the EU-12. In Business ser-

vices, the increase was virtually of the same size as the reduction in the preceding year, 

bringing average hours worked back to their 2008 level. Similarly, in the Distributive trades, 

the increase, which was the same in the EU-12 and EU-15, had a similar effect across the 

EU as a whole, though it left hours worked in the EU-12 at a slightly lower than in 2008 but 

in the EU-15 at a higher level.  

 

In Hotels and restaurants, the increase in hours worked in 2010 was larger in the EU-12 

than the reduction in 2009, though it still left the average below what it was in 2007, while 

in the EU-15, it only partly compensated for the reduction in the preceding year. However, 

given the relatively large trend decline in hours worked in the latter, it is questionable 

whether a further reduction is likely. 

 

In Financial services, average hours worked declined by much the same amount in the 

EU-15 as in 2009, leaving the level some 3% below what it was in 2007, while in the EU-

12, they increase (by just under 1%), though this still left them around 2% below the level 

three years earlier. 

 

The changes in productivity in the four sectors, implied by changes in value-added relative 

to changes in numbers employed and average hours worked, are more tricky to interpret 

than in the case of manufacturing because of the problems of measuring changes in real 

value-added referred to above. Leaving aside Financial services where the problem is par-

ticularly acute, the long-trend of productivity as reflected in the annual average changes 

over the 2003-2007 period, shows an increase in the Distributive trades of just under 2% a 

year in the EU-15 and one of around 3.5% a year in the EU-12. In Hotels and restaurants, 

there was an increase of just under 1% in the EU-15 and a decline of around 1.5% in the 

EU-12. In Business services, productivity as measured fell by around 0.5% a year in both 

the EU-15 and the EU-12. 

 

In 2008, productivity in the EU-15 either declined slightly or remained unchanged in all 

three sectors, while in the EU-12, it increased in the Distributive trades, though at a lower 

rate than over the previous four years, remained unchanged in Hotels and restaurants and 

declined markedly in Business services. 

 

In 2009, productivity fell in all three sectors in the EU-12, only slightly in the Distributive 

trades and Business services but substantially in Hotels and restaurants (by 5.5%). In the 

EU-15, productivity also declined in the latter sector, but by under 1%, and by more in the 
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Distributive trades (by just over 2.5%). Productivity, however, increased in Business ser-

vices. 

 

In 2010, there was a rise in productivity in the EU-15 in all three sectors, marginally in 

Business services but in the Distributive trades and Hotels and restaurants at much the 

same rates as over the 4 years leading up to the recession. In the EU-12, productivity fell 

markedly in Business services and slightly in Hotels and restaurants and increased in the 

Distributive trades, in the latter at the same rate as the fall in the previous year.  

 

In the EU-15, overall, therefore, again leaving aside Financial services, the only service 

sector in which productivity was lower in 2010 than in 2007 before the onset of the reces-

sion was the Distributive trades, where it was around 1.5% lower. Given the apparent trend 

growth of just under 2% a year, it is plausible to expect this loss to be made up in the com-

ing years. In Hotels and restaurants and Business services, it was higher but only slightly 

so (by around 0.5% and 1%, respectively), which in both cases may have little implication 

for the rate of net job creation in the short or medium-term. 

 

In the EU-12, productivity was substantially lower in both Hotels and restaurants and Busi-

ness services in 2010 than in 2007 (by around 6% in both cases), which in the former at 

least might dampen the rate of net job creation in the coming years. In the Distributive 

trades, it was 2.5% higher than three years before, which in itself implies that there was no 

loss of productivity during the recession to be made good as recovery takes place, though 

there was still a significant loss relative to the apparent upward trend in productivity which 

could potentially moderate future employment growth. 

 

3.5.7 Changes in employment due to enterprise restructuring 

The European Restructuring Monitor (ERM) database, maintained by the European Foun-

dation for the Improvement of Living and Working Conditions in Dublin, compiles infor-

mation on cases of restructuring by large enterprises in the EU, which includes details of 

the companies involved, the sector in which they operate and the job losses, or gains, im-

plied by the restructuring (see Box 3.5.1 for further details). This information compiled co-

vers the period from the end of 2002 right up to the present. Accordingly, it provides an 

indication of the extent of restructuring in the sectors selected for detail study before and 

after the crisis hit in 2008 and the job losses that resulted from it.  
 

Box 3.5.1 - The data on large enterprise restructuring  

The data on which this section is based come from the European Restructuring Monitor which compiles infor-

mation on cases of restructuring in all EU Member States which involve job losses or gains of 100 or more or 

where the job losses amount to at least 10% of the work force at a particular site where 250 people or more are 

employed. The information began to be collected towards the end of 2002 in the EU15 countries but only from 

2004 and, in some cases, from 2005, in the EU12 countries. 
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The information comes from national correspondents, who collect it from media reports. In principle, all cases 

which conform with these criteria should be covered, at least so far as job losses are concerned, since in all 

Member States companies are statutorily required to announce publicly job losses on this scale in advance of 

making the people concerned redundant. In practice, the cases reported depend on the diligence and conscien-

tiousness of the correspondents in the different countries. The information should nevertheless be indicative of 

the relative scale of restructuring by large firms across the EU in the different sectors and how this has tended to 

change over time.  

This is much less true for restructuring involving job gains. In contrast to job losses, there is no compulsion for 

firms to announce such gains, though most of them would regard it as good – and essentially free – publicity to 

do so. Moreover, the criterion applied to the cases reported in the ERM is biased against jobs created relative to 

those that are lost since it relates only to cases where at least 100 jobs are involved, whereas cases of job loss-

es can potentially be as small as 25 (10% of employment in a site where 250 people work). The number of job 

gains reported, therefore, is much more likely to be an under-estimate of the true figure than for job losses.  

The information collected focuses on the number of job losses or gains which are announced by the firms con-

cerned. Although this may differ from the actual number which ultimately results, comparisons of the number 

announced with the latter in cases where it is available (which is a minority of cases) indicate that, on average, it 

gives a close approximation of the actual number (if anything, it tends to be an under-estimate rather than an 

over-estimate).  

To put these job losses into perspective, they are related here to the total employed in large enterprises (those 

employing 250 people or more) in the 12 sectors concerned, the data coming from the Structural Business Sta-

tistics (Eurostat) for 2008, which are taken as an estimate of the numbers concerned in each of the years cov-

ered.  

 

Job restructuring by detailed sectors 

The ERM indicates that over the period leading up to the crisis, job losses resulting from 

the restructuring of large enterprises across the EU were on average largest in Chemicals 

and Electronics, amounting to around 4% of the number employed in the enterprises con-

cerned over the 5 years 203 to 2007 (Table 3.5.8). They were next largest In Motor vehi-

cles (just under 2% of the total employed), followed by Textiles and clothing and Metal 

manufacture (both around 1.5%) while, in the other sectors, apart from Rubber and plastics 

(1%), they amounted to less than 1% of employment in large companies.  

 

Job gains were much smaller in scale, partly because of the more restrictive coverage of 

these (see Box 3.5.1). They were largest in Electronics and Motor vehicles, two of the sec-

tors experiencing the largest losses, reflecting to a large extent the shift of the more labour-

intensive manufacturing activities from the EU15 to the EU12 in these two industries. In 

both cases, however, they amounted to only around 0.5% of employment in large enter-

prises. In the other 10 sectors, they were of negligible importance, though this does not 

mean that job expansion did not occur in some countries, only that they did not occur in 

discrete one-off instances on the scale required to qualify for inclusion in the ERM.  
 

In 2008, the scale of job losses from restructuring increased as the recession hit mid-way 

through the year. The biggest losses were in the sectors which had experienced the largest 

losses in the preceding years, in Chemicals (7% of those employed in large enterprises, or 

around 1 in every 14 people employed), Electronics (just under 6%) and Motor vehicles 
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(4.5%). Large-scale job losses also occurred in Financial services (just over 4%), reflecting 

the problems encountered by banks as a result of the value of their assets being reduced 

markedly in many cases following the turmoil that hit the housing market. Job losses were 

also larger than in the preceding years in all the other sectors, except in Hotels and restau-

rants, where there are relatively few large enterprises, though they remained relatively small 

in Business services and Construction, partly for the same reason, as well as in Distribution. 

Surprisingly perhaps, the scale of job gains was slightly larger in most sectors than over in 

the preceding 5 years, though the gains tended to be concentrated in the first half of the 

years and in the EU12 countries, where the recession in general struck later.  

 

Table 3.5.8 

Job losses and gains from large enterprise restructuring in the EU, 2003-2011 

       % employment in large firms 

  2003-2007 2008 2009 2010 2011 

  Losses Gains Losses Gains Losses Gains Losses Gains Losses Gains 

Textiles 1.4 0.2 2.3 0.1 2.6 0.0 1.0 0.1 0.1 0.2 

Chemicals 4.4 0.1 6.8 0.5 5.2 0.1 7.5 0.4 1.1 0.0 

Rubber, plastics 1.0 0.1 1.8 0.3 2.9 0.0 0.3 0.1 0.2 0.3 

Metals 1.4 0.1 1.7 0.1 4.3 0.0 0.3 0.1 0.1 0.1 

Electronics 3.8 0.6 5.7 0.4 6.7 0.2 0.9 0.6 1.3 0.2 

Machinery 0.5 0.1 1.6 0.3 6.4 0.1 0.8 0.3 0.6 0.1 

Motors 1.9 0.5 4.5 0.7 8.0 0.4 1.7 1.1 0.2 1.3 

Construction 0.2 0.1 0.8 0.2 0.4 0.0 0.5 0.1 0.3 0.0 

Distribution 0.2 0.2 0.5 0.5 0.8 0.3 0.1 0.1 0.2 0.3 

Hotels, etc 0.0 0.1 0.0 0.1 0.2 0.1 0.0 0.1 0.0 0.0 

Finance 0.9 0.1 4.3 0.5 2.0 0.2 0.6 0.1 1.2 0.1 

Business 0.0 0.1 0.1 0.1 0.1 0.0 0.1 0.1 0.1 0.1 

Source: European Foundation, ERM plus own calculations 

 

In 2009, job losses from restructuring were larger still in most sectors as employers adjusted 

their work forces to the reduction in the demand for their goods or services. This was espe-

cially the case in Motor vehicles, where job losses amounted to 8% of employment in large 

enterprises, Electronics (just under 7%, Machinery (around 6.5%) and Metal manufacturing 

(just over 4%). In Chemicals too, job losses were substantial (just over 5% of employment in 

large firms), even if smaller than in the previous year. In the other sectors, job losses were 

also significant in Rubber and plastics (close to 3%), Textiles (around 2.5%) and Financial 

services (2%), though in the last, they were less than half the size than in 2008.  

 

Overall, therefore, in the two years 2008 and 2009 together, job losses from restructuring 

in large enterprises amounted to around 12% of the total they employment in Motor vehi-

cles, Electronics and Chemicals, while in Financial services, where the crisis began, they 

amounted to only around half of this.  
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In 2010, as output began to recover, the extent of restructuring eased off, though not in 

Chemicals, where job losses from this totalled some 7.5% of the number employed in large 

enterprises in the industry, more than in each of the preceding years and bringing the total 

number of jobs lost to over 20% of employment in the firms concerned. In the other sec-

tors, apart from Motor vehicles (just under 2%) and Textiles (1%), job losses from restruc-

turing amounted to less than 1% of the number employed. Moreover, in Motor vehicles, the 

job losses were accompanied by jobs gains of just over 1% as some companies expanded 

their work force.  

 

In 2011, job losses from restructuring20 were again on a much smaller scale than in 2009 in 

all the sectors and exceeded 1% of employment in large enterprises only in Electronics, 

Chemicals – the two sectors where restructuring has been most prevalent over the years – 

and Financial services. At the same time, there were significant jobs gains in Motor vehi-

cles (around 1.5% of employment in large firms). 

 

Restructuring in the EU15 and EU12 

Distinguishing between the restructuring in the EU15 and the EU12 indicates some marked 

differences between what happened in the two broad regions both in the years preceding 

the crisis and during the crisis itself, as well as what has happened subsequently.  

 

First, in the years before the crisis hit, job losses from restructuring tended to be larger in 

the EU15 than in the EU12, while the reverse was the case for job gains (Tables 3.5.9 and 

3.5.10). Indeed, more detailed examination of the data indicates that the job losses which 

did occur in the EU12 were predominantly in domestic firms while the job gains were large-

ly created by foreign-owned companies, especially from the EU15, moving in. These were 

attracted by the low wage costs in the countries concerned and, accordingly, relocated the 

more labour-intensive parts of the production process there to supply the wider European 

and global market as well as supplying markets in the EU12 countries themselves. This 

was particularly the case in Electronics and Motor vehicles, where in both cases the num-

ber of jobs created through business expansion in the EU12 greatly exceeded the number 

of jobs lost through restructuring. At the same time, significant job losses in both sectors 

resulted from the restructuring of large firms in the EU15.  
 

On the other hand, in both Textiles and, more especially, Metal manufacturing, both declin-

ing sectors overall in the Union, experienced bigger jobs losses from the restructuring of 

large companies in the EU12 than in the EU15.  
 

The same broad pattern is also evident in 2008. Job losses from restructuring in the EU15 

greatly exceeded those in the EU12, especially in Electronics and Motor vehicles once 

again, but also in Chemicals and Financial services. Indeed, in the last, there were virtually 

                                                           
20

  The figures, which go up to July-August time, have been adjusted approximately to a full year basis. 
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no job losses from restructuring in the EU12. Equally, jobs continued to be created in the 

EU12 through the expansion of large enterprises in Electronics and Motor vehicles (though 

on a smaller scale than in earlier years in the first), as well as in Rubber and plastics. By 

the latter part of the year, however, as the crisis spread to the EU12, restructuring was also 

taking place in the countries concerned.  

Table 3.5.9 

Job losses and gains from large enterprise restructuring in the EU15, 2003-2011 

       % employment in large firms 

  2003-2007 2008 2009 2010 2011 

  Losses Gains Losses Gains Losses Gains Losses Gains Losses Gains 

Textiles 1.4 0.1 1.8 0.0 2.1 0.0 0.7 0.0 0.1 0.0 

Chemicals 5.2 0.1 7.7 0.4 5.4 0.2 8.9 0.5 1.3 0.0 

Rubber, plastics 1.2 0.0 1.3 0.0 3.0 0.0 0.4 0.0 0.2 0.4 

Metals 1.1 0.0 1.6 0.0 4.8 0.0 0.2 0.0 0.1 0.1 

Electronics 4.8 0.2 6.9 0.1 7.9 0.0 0.7 0.1 1.5 0.0 

Machinery 0.5 0.1 1.7 0.2 6.8 0.0 0.9 0.1 0.2 0.0 

Motors 2.4 0.3 4.7 0.3 9.4 0.1 1.5 0.8 0.2 0.9 

Construction 0.3 0.1 0.9 0.3 0.3 0.0 0.2 0.1 0.1 0.0 

Distribution 0.2 0.2 0.6 0.5 0.8 0.3 0.1 0.1 0.1 0.1 

Hotels, etc 0.0 0.1 0.0 0.1 0.2 0.1 0.0 0.1 0.0 0.0 

Finance 0.9 0.1 4.7 0.6 2.1 0.1 0.6 0.1 1.2 0.0 

Business 0.0 0.0 0.1 0.0 0.1 0.0 0.1 0.1 0.1 0.1 

Source: European Foundation, ERM plus own calculations 

 

Table 3.5.10 
Job losses and gains from large enterprise restructuring in the EU12, 2003-2011 

       % employment in large firms 

  2003-2007 2008 2009 2010 2011 

  Losses Gains Losses Gains Losses Gains Losses Gains Losses Gains 

Textiles 1.7 0.5 2.9 0.2 3.3 0.0 1.4 0.2 0.0 0.5 

Chemicals 0.6 0.3 2.2 0.7 3.9 0.0 0.9 0.0 0.3 0.1 

Rubber, plastics 0.5 0.5 3.2 1.1 2.5 0.0 0.1 0.3 0.0 0.1 

Metals 2.9 0.2 1.7 0.2 2.8 0.1 0.5 0.3 0.0 0.1 

Electronics 1.2 2.5 2.2 1.0 3.1 0.7 1.3 2.0 0.7 0.7 

Machinery 0.9 0.7 1.4 0.7 4.3 0.3 0.6 1.8 2.4 0.2 

Motors 0.5 1.5 3.8 1.8 4.0 1.3 2.3 1.8 0.2 2.9 

Construction 0.1 0.2 0.5 0.0 0.6 0.2 1.4 0.3 0.8 0.0 

Distribution 0.0 0.6 0.2 0.6 0.4 0.1 0.2 0.2 0.5 1.2 

Hotels, etc 0.0 0.2 0.0 0.6 0.0 0.0 0.0 0.4 0.0 0.1 

Finance 0.9 0.3 0.3 0.2 0.9 0.4 1.0 0.1 0.7 0.3 

Business 0.0 0.3 0.0 0.5 0.0 0.0 0.3 0.3 0.1 0.4 

Source: European Foundation, ERM plus own calculations 

 

This was even more the case in 2009, when hob losses from the restructuring of large firms 

in the EU12 amounted to around 4% of their employment in Machinery, Motor vehicles and 

Chemicals and to over 3% in Electronics and Textiles and job gains were smaller, though 
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even in this year, there were still a number of instances of job creation from business ex-

pansion in Motor vehicles and Electronics. Job losses from restructuring in the EU15 were 

generally much bigger, reaching around 9.5% of employment in large companies in Motor 

vehicles, 8% in Electronics and almost 7% in Machinery. In the two year together, therefore, 

job losses from large company restructuring in the EU15 amounted to around 15% of the 

number employed in these two industries, in some degree accelerating the shift of produc-

tion – and employment – evident before the crisis hit, from the EU15 to the EU12.  

 

In 2010, job losses from restructuring were on a much smaller scale in nearly all the sec-

tors in both broad regions, the main exception being the Chemical industry in the EU15 

(where they amounted to 9% of employment). Moreover, job gains exceeded job losses in 

the EU12 in Electronics and Machinery and were also relatively large in Motor vehicles, if 

slightly smaller than job losses. There was some expansion of jobs in Motor vehicles in the 

EU15 as well, though in other sectors, there were relatively few cases of job gains.  

 

Much the same picture is evident in 2011, with the scale of job losses from restructuring 

declining further in most sectors in both the EU15 and EU12, the main exceptions being 

Electronics in the former and Machinery in the latter. Again job gains tended to be larger in 

the EU12 than the EU15, with a particularly large expansion of jobs in Motor vehicles (3% 

of employment in large companies) and signs of a continuing shift of production and em-

ployment in Electronics from the EU15 to the EU12. 

 

The form of restructuring 

The ERM also contains information on the form which restructuring has taken, though as in 

the case of job losses, this is only indicative since only the main form is reported. Any case 

of restructuring, therefore, can possibly involve a number of different forms, such as, for 

example, when a merger leads to the closure of certain sites coupled with the relocation of 

particular activities and the reorganization of others, or when reorganization is combined 

with relocation – or ‘off-shoring’ – as well as, perhaps, outsourcing. How these particular 

forms are reported in the database with regard to any particular case depends on the inter-

pretation by the individual national correspondents of the details announced and the rela-

tive importance attached to the different aspects involved.  
 

In practice, internal reorganization, which typically involves downsizing, at least of the work 

force, tends to be the most common form of restructuring in all the sectors, accounting for 

between just under half of all job losses from restructuring of large firms in Textiles and cloth-

ing to just over 80% in Chemicals in the years 2003-2007 in the EU as a whole (Ta-

ble 3.5.10), where the sectors in which restructuring is of relatively low importance – at least 

as regards the cases included in the ERM – are excluded). The next most common form is 

the closure of an entire site or enterprise, which includes bankruptcy, which was responsible 

for just over a third of all job losses from restructuring over this period in Textiles and just 
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under a quarter in Machinery, though less than 2% in Financial services. Off-shoring – the 

relocation of activities abroad – accounted for almost 20% of job losses from restructuring in 

Machinery, 15% in Textiles and 9-10% of jobs losses in Financial services, Rubber and plas-

tics, Electronics and Motor vehicles. The other forms of restructuring are far less important in 

most of the sectors. Mergers, however, were responsible for a quarter of job losses from 

restructuring in Metal manufacturing and 14% in Financial services, though both Relocation 

(in this case between regions within the same country) and Outsourcing accounted for less 

than 5% pp job losses in all the sectors apart from Machinery in the case of the former.  
 

Table 3.5.10 

Division of job losses from restructuring by form in the EU, 2003-2011 

  % Total job losses from restructuring 

2003-07 Merger Reorganization Relocation Offshoring Outsourcing Closure 

Textiles 0.9 47.2 2.7 15.0  34.3 

Chemicals 8.3 81.2 0.3 3.9 0.5 5.8 

Rubber, plastics 1.4 74.5 1.2 9.4  13.5 

Metals 24.7 64.9 1.1 2.0  7.3 

Electronics 6.6 71.7 0.4 8.9 0.9 11.6 

Machinery  51.5 5.2 19.2 1.6 22.5 

Motors 4.0 74.3 1.2 8.8  11.7 

Finance 14.2 70.1 0.3 9.7 3.8 1.8 

2008       

Textiles 3.0 38.3 5.7 12.5  40.5 

Chemicals 1.4 89.4 0.4 2.4  6.4 

Rubber, plastics  72.9 1.9 3.5  21.8 

Metals  95.9  0.6  3.5 

Electronics 1.8 86.3 0.2 6.7  5.0 

Machinery  90.4  2.8  6.8 

Motors 1.3 88.8  2.1  7.9 

Finance 32.9 65.9 0.1 0.4  0.7 

2009       

Textiles 1.6 56.0 1.1 9.4  31.8 

Chemicals 24.1 65.1  1.4  9.4 

Rubber, plastics 0.7 64.0  4.4  30.9 

Metals  93.4  0.8  5.8 

Electronics 0.2 86.0 0.3 5.5 0.2 7.9 

Machinery  93.0  0.9  6.1 

Motors 0.4 90.6  3.2  5.8 

Finance 2.3 92.8  0.7 0.1 4.1 

2010       

Textiles  39.6  7.7  52.6 

Chemicals 30.9 65.5  0.5  3.1 

Rubber, plastics 9.5 59.0  24.0  7.5 

Metals  61.9    38.1 

Electronics 0.9 84.4 3.8 6.2 2.7 2.1 

Machinery 0.9 86.5  8.8  3.8 

Motors  70.3  8.1  21.5 

Finance 29.5 65.2 0.7   4.6 

2011       

Textiles  69.2    30.8 

Chemicals  75.2    24.8 

Rubber, plastics  100.0    0.0 
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Metals  91.7  8.3  0.0 

Electronics  84.0  12.4  3.6 

Machinery  80.0 0.8 9.2  9.9 

Motors  61.3  14.7  24.1 

Finance 5.3 92.9    1.7 

Source: European Foundation, ERM plus own calculations 

There are some differences in the relative importance of the different forms of restructuring 

between the EU15 and EU12. In particular, closures accounted for a relatively large pro-

portion of job losses from restructuring over the 2003-2007 years in the EU12 in 5 of the 8 

sectors covered here – around two-thirds in Chemicals, just under half in Rubber and plas-

tics and 44% in Textiles (see Table 3.5.11). On the other hand, as might be expected, off-

shoring was responsible for a much larger proportion of job losses in the EU15, especially 

in Machinery (25%), Textiles (18%), Rubber and plastics and Financial services (both 

11%). Indeed, much of the relocation of activities involved was to EU12 countries in re-

spect of the first three sectors, especially the first, in pursuit of lower wage costs (Table 

3.5.12). In Textiles, however, off-shoring was responsible for a significant proportion of job 

losses in the EU12 as well as the EU15, reflecting the search for even lower wage costs in 

other countries, both in other parts of Europe (the Balkans in particular) and in China and 

South-East Asia.  
 

After the recession hit in 2008, internal re-organization continued to be the main form of 

restructuring across the EU, accounting for an even larger share of job losses in most sec-

tors than in the years before, especially in the EU15. Closure, or bankruptcy, became less 

important except in Textiles and Rubber and plastics and Chemicals in the EU12. Off-

shoring also declined in importance, perhaps reflecting the general reduction in investment 

and the focus on business survival rather than expansion, though it remained significant in 

Textiles, Rubber and plastics and Electronics. However, as discussed further below, there 

was some increase in off-shoring in the EU12 in Motor vehicles and Machinery as well as 

Electronics and Textiles.  

 

Mergers equally became less important, except in Financial services (in 2008) and Chemi-

cals (in 2009), in both of which the recession seems to have sparked a new wave of mer-

ger activity, possibly to provide additional protection against competitive pressure, or even 

to moderate this at source. The increased merger activity in these two sectors continued in 

2010, when it accounted for around 30% of job losses from restructuring in larger enter-

prises (and slightly more in the EU15).  
 

Offshoring seems to have picked up in the post-recession period in most sectors, especial-

ly in Rubber and plastics in 2010 and Electronics, Machinery, Motor vehicles in both 2010 

and 2011. This was the case in the EU12 countries as well as the EU15, particularly as 

regards the last three sectors, a feature which was not evident in the years before the cri-

sis. Both during the recession and the subsequent period, therefore, a significant number 

of jobs have been lost in the EU12 from large companies relocating activities to other coun-
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tries even in relatively advanced sectors such as Motor vehicles and Electronics, primarily 

in order to reduce production costs still further. This reflects the fact that, while the products 

manufactured by the sectors concerned might be relatively high tech, much of the produc-

tion process itself involves labour-intensive activities, in which the scope for cost savings 

by relocating them to lower wage cost countries is significant.  

The experience during this period, therefore, suggests that companies which moved pro-

duction to the EU12 countries before and after their accession to the Union may now be in 

the process of moving it again to countries with even lower wage costs in the ‘engineering’ 

sectors especially.  

 

Table 3.5.11 

Division of job losses from restructuring by form in the EU15, 2003-2011 

  % Total job losses from restructuring 

2003-07 Merger Reorganization Relocation Offshoring Outsourcing Closure 

Textiles 1.5 49.7 4.1 17.9  26.7 

Chemicals 8.5 82.2 0.3 4.0 0.5 4.6 

Rubber, plastics 1.6 77.6 1.4 10.7  8.8 

Metals 43.1 42.4 1.9 3.5  9.0 

Electronics 7.0 72.7 0.4 9.0 0.9 10.0 

Machinery  45.9 6.7 25.0 2.1 20.3 

Motors 1.1 76.2 1.3 9.0  12.5 

Finance 12.2 70.4 0.3 10.7 4.2 2.0 

2008       

Textiles 2.0 38.4  7.0  52.6 

Chemicals 1.5 91.1 0.4 2.5  4.5 

Rubber, plastics  83.5 3.7 6.8  6.0 

Metals  96.3  0.8  2.8 

Electronics 2.0 87.4 0.2 5.8  4.6 

Machinery  91.7  0.8  7.5 

Motors 1.6 87.8  2.6  8.0 

Finance 33.2 65.6 0.1 0.4  0.7 

2009       

Textiles 3.7 76.7 2.5 13.4  3.7 

Chemicals 27.3 66.9  1.6  4.2 

Rubber, plastics  75.7  5.0  19.3 

Metals  94.5  0.2  5.3 

Electronics  86.6 0.4 6.2 0.2 6.6 

Machinery  92.2  1.0  6.9 

Motors 0.4 93.7  1.0  4.9 

Finance 2.5 93.0  0.2 0.1 4.3 

2010       

Textiles  15.1  21.6  63.3 

Chemicals 31.5 64.8  0.5  3.2 

Rubber, plastics 10.5 54.5  26.6  8.4 

Metals  29.1    70.9 

Electronics 1.4 84.8 2.3 4.0 4.3 3.3 

Machinery 1.1 87.1  7.5  4.3 

Motors  77.3  4.4  18.3 

Finance 36.6 56.8 0.9   5.7 

2011       

Textiles  55.6    44.4 

Chemicals  74.3    25.7 
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Rubber, plastics  100.0     

Metals  91.7  8.3   

Electronics  87.2  10.9  1.9 

Machinery  71.3  28.7   

Motors  51.8  14.1  34.1 

Finance 5.8 92.4    1.9 

Source: European Foundation, ERM plus own calculations 

Table 3.5.12 

Division of job losses from restructuring by form in the EU-12, 2003-2011 

  % Total job losses from restructuring 

2003-07 Merger Reorganization Relocation Offshoring Outsourcing Closure 

Textiles  43.9 0.8 11.2  44.1 

Chemicals  32.2    67.8 

Rubber, plastics  51.5    48.5 

Metals  95.0    5.0 

Electronics  55.4 0.9 6.6  37.2 

Machinery  70.0    30.0 

Motors 52.2 43.1  4.7   

Finance 32.7 67.3     

2008       

Textiles 3.8 38.2 10.0 16.5  31.5 

Chemicals  61.1    38.9 

Rubber, plastics  61.7    38.3 

Metals  94.6    5.4 

Electronics  76.2  15.2  8.6 

Machinery  82.4  15.2  2.4 

Motors  92.5    7.5 

Finance  93.4    6.6 

2009       

Textiles  39.8  6.4  53.8 

Chemicals 2.3 52.3    45.4 

Rubber, plastics 3.2 26.3  2.4  68.1 

Metals  88.0  3.7  8.2 

Electronics 1.3 81.3    17.4 

Machinery  100.0     

Motors  68.8  19.2  12.0 

Finance  90.8  9.2   

2010       

Textiles  53.3    46.7 

Chemicals  100.0     

Rubber, plastics  100.0     

Metals  100.0     

Electronics  83.6 6.3 10.1   

Machinery  80.9  19.1   

Motors  57.0  15.2  27.8 

Finance  100.0     

2011       

Textiles  100.0     

Chemicals  100.0     

Rubber, plastics       

Metals       

Electronics  63.1  22.0  15.0 

Machinery  84.2 1.2   14.6 

Motors  84.0  16.0   

Finance  100.0     

Source: European Foundation, ERM plus own calculations. 
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3.5.8 Changes in labour costs and wages 

Though not being the focus of this study in this section, we look at the broad pattern wage 

changes over the recent period. This should provide a glimpse on how wage and labour 

costs have evolved over the crisis and on the sectoral patterns of this. One should however 

have in mind that wage setting and bargaining processes are organized in quite different 

ways in the countries concerned as well as that countries were hit differently by the crisis, 

macroeconomic policies are different across countries in the course of the crisis, that the 

sectoral patterns have been different across countries and that both employment and wage 

changes occur with time lags and therefore adjustment dynamics plays a role. Second, in 

the early stages of a crisis it is more likely that employment changes affect wages and 

wage dynamics rather than the other way round due to adjustment lags, etc. Thus in this 

section we report on particular patterns across countries and sectors without going into a 

detailed analysis.  

 

Table 3.5.13 

Changes in labour costs, wages and salaries in %, 2003-2010 

 Labour costs Wages and salaries GDP Deflator 

 2003-07 2007-08 2008-09 2009-10 2003-07 2007-08 2008-09 2009-10 2003-07 2007-08 2008-09 2009-10 

AT 2.2 4.8 4.3 1.1 2.4 4.8 3.6 1.1 1.6 1.6 1.2 1.8 

BE 2.6 3.5 3.8 3.4 2.8 3.4 3.7 3.3 2.2 1.9 1.3 0.1 

BG 8.1 20.0 13.1 9.2 9.9 22.4 14.7 10.5 .    

CY 4.6 6.2 3.8 1.9 4.7 6.0 3.4 1.7     

CZ 5.9 6.6 5.8 1.6 6.1 7.6 5.1 1.6 1.4 1.2 2.2 -2.3 

DE 1.4 2.4 2.1 0.6 1.9 3.0 2.0 0.6 0.6 0.6 1.2 0.6 

DK 3.3 3.7 2.8 3.1 2.8 3.3 1.7 4.0 2.4 4.8 1.3 4.2 

EE 12.7 14.0 -1.9 -1.9 13.1 13.5 -3.0 -1.4 7.0 6.0 -3.3 1.9 

ES 4.2 5.2 5.0 0.7 3.9 5.3 4.3 1.2 3.9 4.3 1.2 -1.2 

FR 3.8 3.5 0.9 3.2 3.1 2.9 0.9 2.9 2.0 2.6 0.7 0.6 

GR 2.1 2.7 7.6 -1.0 2.3 2.7 6.8 -0.4 2.8 4.6 3.3 0.7 

HU 8.8 7.9 2.3 -1.2 9.3 8.1 3.8 2.0     

IT 2.9 4.2 4.7 2.0 2.8 4.0 4.6 2.1 2.2 3.0 2.6 -0.4 

LT 12.6 17.6 -6.5 -4.9 12.4 17.6 -7.5 -4.0 4.9 9.8 -3.2 -1.4 

LU 3.1 3.3 4.1 2.4 3.3 3.7 4.7 2.5     

LV 18.0 22.2 0.2 -3.0 18.2 22.1 -0.7 -2.1 10.4 12.7 -3.2 -2.6 

MT 3.6 1.4 1.4 1.0 3.7 1.5 1.3 1.0     

NL 3.2 3.8 1.9 2.1 2.9 3.3 2.5 1.4 1.7 1.8 -0.5 1.3 

PL 6.1 10.1 5.2 1.2 5.9 10.1 4.8 3.1 2.5 3.2 5.0 0.5 

PT 2.7 4.3 3.3 1.4 2.7 4.3 3.4 1.3 2.4 1.7   

RO 17.5 20.6 11.8 6.0 19.6 21.5 10.9 6.0     

SE 3.2 2.5 3.7 1.9 3.2 3.5 2.7 2.0 1.5 3.0 1.5  

SI 6.6 9.5 2.5 2.4 6.9 11.1 4.1 2.4 3.4 4.5 2.2 -1.5 

SK 7.9 5.5 3.7 1.4 8.0 7.5 3.3 1.2 3.6 2.9 -1.1 0.4 
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UK 4.8 4.3 0.2 2.1 4.4 4.5 0.5 2.2     

EU-27 3.3 4.0 2.4 1.8 3.4 4.3 2.2 1.7 2.4 0.2 -1.5 2.2 

Note: Labour costs and wages and salaries are for B-N (business economy); GDP deflator is for total economy. 

Source: Eurostat, own calculations. 

 

Data are taken from the Eurostat LCI index which provides a measure of the cost pressure 

arising from labour as a factor of production. It reports an index of total average hourly la-

bour costs and wages and salaries. Unfortunately data are not available in the same detail 

as data on employment, but we can look at some important patterns as a breakdown is 

only available at a broad industry level at the NACE rev. 2 (1-digit) classification covering 

industries B-S. Further, a GDP deflator has been constructed at the NACE rev. 2 level us-

ing data on nominal and real GDP, again collected from Eurostat sources though this was 

not possible for all countries.21 

 

For the EU-27, growth of labour costs declined to 2.4% in 2009 and 1.8% in 2010 as com-

pared to 3.3% and 4.0% in the periods before (see Table 3.5.13). This decline in growth 

rates reflects the pressures on the labour markets. Growth rates of wages and salaries 

have been in line with the growth rates of labour costs. The change in the GDP deflator 

was in all cases lower than wage growth with the exception of the year 2010 where labour 

costs and wages grew less. There has been however a rather strong differentiation across 

countries in the level of growth rates. Nonetheless, the general tendency was that these 

growth rates declined in all cases over the crisis period. But also the GDP deflator tended 

to decline, though less significant. Real wages (calculates as the growth rate of labour 

costs minus the change in the GDP deflator) remained therefore positive in most countries, 

though with some exceptions where they tended to decline, particularly so in 2010 when 

the changes in wages often became lower than the changes in the GDP deflator.  

 

                                                           
21

  Finland and Ireland do not provide data. 
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Figure 3.5.1 

Change in labour costs in % in EU-27, 2003-2010 

 

Source: Eurostat, own calculations. 

Figure 3.5.1 presents the changes in labour costs for broad sectors. Whereas in the pre-

crisis period labour costs tended to increase slightly faster in financial and business ser-

vices, this changed over the crisis period when growth rates in this sector have been much 

lower as compared to other sectors and the overall business economy. However, in 2010 

growth rates of labour costs – being at a lower level than in the previous years in general – 

were comparatively lower in manufacturing and construction whereas above average in 

financial and business services. This may be explained by the fact that construction and 

manufacturing have been hit by the crisis more strongly and also show a slower recovery, 

thus labour market pressure is higher in these sectors.  

 

Table 3.5.14 

Changes in labour costs by industry in % in selected countries, 2003-2010 

  2003-07 2007-08 2008-09 2009-10 

DE Business economy (B-S) 1.4 2.4 2.1 0.6 

 Manufacturing (C) 1.6 2.5 1.9 -0.1 

 Construction (F) 0.8 3.3 3.4 0.6 

 Basic services (G-J) 0.9 1.3 2.2 1.1 

 Financial and business services (K-N) 1.8 4.0 1.8 1.0 

ES Business economy (B-S) 4.2 5.2 5.0 0.7 

 Manufacturing (C) 4.3 4.8 5.8 0.6 

 Construction (F) 4.9 7.1 5.7 0.5 

 Basic services (G-J) 3.7 4.5 5.5 0.5 

 Financial and business services (K-N) 4.2 4.7 2.9 1.2 

FR Business economy (B-S) 3.8 3.5 0.9 3.2 
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 Manufacturing (C) 4.0 3.8 0.4 3.8 

 Construction (F) 2.2 0.8 1.0 3.3 

 Basic services (G-J) 3.6 3.5 1.3 2.6 

 Financial and business services (K-N) 4.3 3.6 0.7 3.5 

GR Business economy (B-S) 2.1 2.7 7.6 -1.0 

 Manufacturing (C) 0.6 3.4 3.3 1.7 

 Construction (F) -0.7 4.7 5.0 0.1 

 Basic services (G-J) 3.4 2.2 10.2 -1.7 

 Financial and business services (K-N) 1.8 2.9 4.9 0.5 

PL Business economy (B-S) 6.1 10.1 5.2 1.2 

 Manufacturing (C) 6.3 10.4 4.5 1.3 

 Construction (F) 8.1 13.3 3.2 -1.3 

 Basic services (G-J) 5.6 10.6 3.6 1.4 

 Financial and business services (K-N) 5.8 7.3 9.6 1.0 

UK Business economy (B-S) 4.8 4.3 0.2 2.1 

 Manufacturing (C) 4.3 4.2 2.3 2.9 

 Construction (F) 4.9 3.6 1.8 0.6 

 Basic services (G-J) 4.5 3.8 1.3 2.1 

 Financial and business services (K-N) 5.5 4.9 -2.3 2.1 

Source: Eurostat, own calculations. 

However, these patterns have not been uniform across countries as can be seen in Table 

3.5.14 which shows the changes in labour costs for selected countries. For example, in 

Germany labour costs were growing relatively faster in the pre-crisis period and were grow-

ing relatively strongly in construction in 2009. But in 2010 labour costs even declined in 

manufacturing whereas still being above average in the services sectors. In Spain wage 

growth was relatively uniform across sectors before the crisis, with the exception of con-

struction which showed higher growth rates. In the crisis year wage growth was becoming 

significantly below average in business services whereas it was slightly above average in 

this industry in 2010. However, one should note that the growth rates are at much lower 

levels in all sectors as compared to the pre-crisis period. In France, labour cost growth in 

construction was much below average before the crisis. In 2009 wage growth rates be-

came more uniform across sectors with basic services being above average. In 2010 la-

bour cost growth was again at a much higher level on average, with growth in manufactur-

ing and financial services being above average. In Greece wage growth was even stronger 

in the first years of the crisis and particularly so in basic services in 2009. In 2010 labour 

cost growth declined to negative rates in the total business economy with negative growth 

rates in basic services but still positive ones in manufacturing. Also in Poland, which was 

not hit by the crisis, the pattern of wage growth changed. In the period 2003-2007 it was 

rather uniform across sectors, but showed more differentiation in 2008 when growth rates 

in construction were much above average whereas growth rates in financial services much 

below. This turned into the opposite in 2009. In 2010 labour costs also grew at a much 

lower level and turned even negative in construction while being rather uniform in the other 

sectors. Finally, the UK showed a quite even pattern of growth before the crisis. In 2009 
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however labour cost growth turned strongly negative in financial services whereas remain-

ing positive in the other sectors though at much lower levels. In 2010 the pattern became 

again more uniform, with the exception of construction which shows lower growth as com-

pared to the other sectors.  

 

 

3.6 Summary 

In this section we spanned a wide range of topics concerning the specific developments of 

employment in the twelve sectors selected for a detailed analysis. First, focusing on the 

long-term developments concerning employment in these sectors, we provided some styl-

ized facts which show that across countries employment growth was primarily taking place 

in the services sectors. In manufacturing sectors stronger productivity growth rates offset 

employment growth despite positive value-added growth. The particular patterns and 

changes of employment in the respective sectors as well as characteristics of these are 

documented in detail in the sector fiches accompanying this study. 

 

Second, the relationship between value-added growth and productivity growth and other 

determinants like real wages, capital accumulation, etc. have been addressed applying an 

error-correction model which allows considering both long-term and short-run effects. 

Though results might differ across countries and sectors considered the most important 

findings can be summarized as follows: 

 Employment is strongly related to changes in value-added, though an increase in value-

added tends to be partly met by productivity growth as well as by employing more peo-

ple. Similarly a fall in value-added tends to be associated with a reduction in productivity 

growth as well as a decline in employment, though lags in adjustment may delay the lat-

ter. 

 The relationship between employment and real wages tends to be significant in manu-

facturing, where increases in real wages tend to reduce the growth of employment, but 

this is not the case in services. In the UK, as in the US, real wages tend to adjust more 

quickly to changes in labour demand than in Germany and France, suggesting labour 

market are more flexible. 

 There is inverse relationship between average hours worked and the number em-

ployed, indicating in general that the more hours people work, the smaller the number 

employed and vice versa, so that adjustments in working time has an important effect 

on jobs. 

 Investment in ICT has positive and significant effects on employment in manufacturing, 

probably working through improvements in productivity. The opposite is the case in ser-

vices, suggesting that the increasing use of ICT tends to reduce employment.  
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 After a shock, it takes up to 3 years for employment to return to trend levels in France, 

Spain, Belgium and Netherlands. In the other countries, the pace of adjustment is 

quicker at only 1½ to 2 years on average.  

 

Following that a detailed analysis of changes in the composition of employment in the 

twelve selected sectors in the more recent periods before the crisis and over the crisis was 

provided.  

 Over the recession period from 2007 to 2010, the share of jobs filled by women contin-

ued to increase across the EU. This, however, reflects the large job losses in manufac-

turing and construction where few women are employed. In most sectors, even in ser-

vices, the share of jobs filled by women declined. 

 The share of jobs filled by workers aged 55 and over has increased in most parts of the 

EU over the past 10 years, reflecting a tendency for older people to remain longer in 

work. This continued to be the case over the recession period, unlike during previous 

periods of economic downturn when early retirement has been a major means of reduc-

ing work forces. The main people hit by the present crisis are the young under the age 

of 25. 

 The proportion of the work force with tertiary education increased in all sectors over the 

years leading up to the recession and the same is true of the share of employment ac-

counted by managers and professionals. Both trends have continued over the reces-

sion period. 

 There has been a shift from full-time to part-time jobs over the recession period, which 

might reflect uncertainty among employers over future prospects as well as the pursuit 

of more flexible organization of work. 

 

Finally the section focused on employment experiences in previous economic downturns 

together with a more detailed assessment of ongoing developments in the recent crisis: 

 There are some differences between previous periods of downturn in the sectors in 

which employment was most affected. In all periods, however, employment continued 

to expand in Business services and Hotels and restaurants.  

 Economic crises were predominantly weathered by adjustments in hours worked to 

preserve jobs and the know-how of the work force, so limiting the costs of re-

employment and training. This tendency was strongest in the 1970s, moderate in the 

1980s and mixed in the 1990s.  

 Value-added was generally more volatile than the number employed and hours worked. 

During the three period of economic downturn, value-added grew only in Business ser-

vices. The largest losses were in Machinery and equipment, Basic metals and Con-

struction in all three periods. 

 

 



171 

 



172 

 

4 Sectoral interdependencies 

4.1 Introduction 

The analysis as provided in the previous sections examined the development of employ-

ment patterns over time during periods of economic downturn as well as periods of recov-

ery and the ‘in-between’ period when growth was broadly following its trend rate, using 

both econometric exercises and detailed descriptive work. However, it is important to keep 

in mind that the sectoral developments concerned are not independent of each other but 

are a reflection of interrelationships across the economy, which in turn reflect the way that 

production is organized. The output of one sector, therefore, is often the input of another 

sector, so that fluctuations in the output of the latter because of the economic cycle will 

inevitably affect the former. Or, if output in one sector drops because of cyclical fluctua-

tions, this will also have inevitable consequences for other sectors providing inputs into the 

sector suffering from a drop in demand. A fall in car sales, for example, does not only hit 

the output of the automotive industry but almost inevitably leads to a reduction in the output 

of industries supplying the various goods and services which go into car manufacturing, 

from sheet steel, the leather produced for seats and the rubber for tyres to computer soft-

ware programmes and all the component manufacture in between. Equally, fewer car 

sales also hit the dealers selling cars as well as the hauliers transporting them to the show-

rooms and almost certainly the advertisers helping to market them. As output is affected, 

so are jobs in these various sectors. For every job in the automotive industry, therefore, 

there are an estimated three jobs in other parts of the economy which are dependent on 

the industry.22 

 

The present task will attempt to quantify these inter-sectoral linkages and their role both 

during the recession and during recovery with respect to employment. The analysis is 

based on tables from an ongoing project (WIOD) which collects input-output data for 

40 countries (including all EU Member States) which are consistent with National Accounts 

and are linked across countries so that one can also take account of domestic versus for-

eign effects.  

 

This section is structured as follows: 

 We first provide a short description of the method applied, i.e. the calculation of em-

ployment multipliers following the recent literature (see Miller and Blair, 2009, for a de-

tailed technical treatment). The indicators will be applied using data from the world in-

put-output database – WIOD – project which will be described as well.  

                                                           
22

  See ‘A comprehensive analysis of the evolution of the European automotive industry’, a study produced for 

DG Employment in 2008 as part of the sector studies on future skill requirements. 
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 Second, these employment multipliers calculated are then used to assess how much 

employment is created due to changes in final demand for a particular industry. The 

calculations will be performed at the level of details provided in the input-output tables. 

Results will, however, be presented and summarized for the 12 sectors selected which 

cover some of the most interesting ones in terms of their effect on other parts of the 

economy and the impact of the recession and subsequent recovery on them.  

 The aim is to assess the overall effect on employment of developments in the sectors 

under consideration with respect to the overall multiplier effects but also differentiating 

between domestic and international employment effects. 

 

 

4.2 Inter-sectoral linkages and employment multipliers  

4.2.1 Methodology of multipliers and linkages 

In this chapter we briefly review the methods used below to analyse inter-sectoral linkages 

and employment multipliers which show the effects of a final demand stimulus in one sec-

tor on other sectors’ employment and therefore general employment levels. Here one has 

to keep in mind that these employment effects do not only appear in one country but 

spread over to other countries due to international production linkages. We therefore start 

by providing the analytical tools for discussing these linkages which are themselves based 

on the notion of output multipliers.  

 

An increase in final demand in one sector, e.g. the car industry, first has an ‘initial’ impact 

on the output of that industry, but also induces ‘direct’ effects in terms of demand in other 

sectors which serve as inputs into the car manufacturing industry. These inputs may either 

stem from other industries in the same economy or may be sourced abroad. As also these 

other sectors source their production from different sectors (perhaps in different countries) 

this creates further effects which are summarized as ‘indirect’ effects. The initial output 

effect is the value needed to satisfy the additional demand. The output multiplier then 

shows the ratio of the direct and indirect effects to this initial change. Formally, this can be 

represented in the way that gross output x (this is a vector of dimension Nx1 where n is the 

number of sectors) must equal demand for intermediates and final goods. Demand for 

intermediates is given from technical coefficients, i.e. inputs from other industries per unit of 

output, which is summarized in a coefficient matrix denoted by A. This matrix is of dimen-

sion NxN where each column denotes demand of this industry in other industries. In the 

simplest case one assumes that final demand f is exogenously given. Thus, total output 

can be written as 

x = Ax + f = (I-A)-1 f 

This has an intuitive interpretation which we exemplify with a change in final demand. A 

change in final demand first has a direct effect, I Δf, where I denotes an identity matrix, the 
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direct effect, i.e. demand created in other industries to produce this car, A Δf, and the next 

round effects (demand of these industries on other industries) which is formally (A2 + A3 + 

...) Δf. Summarizing, one can therefore write the effects as 

Δx = (I + A + A2 + A3 + ...) Δf = (I-A)-1 Δf 

Thus, matrix L = (I-A)-1, which is well known as the Leontief inverse, gives valuable insights 

into the effects of a final demand increase in one sector on the other sectors’ output. 

Summing up, these columns provide insight into the total output effect in the economy 

which is referred to as the ‘simple output multiplier’. Looking at a particular column of the 

Leontief inverse therefore provides an estimate of the output effects in this (initial) and the 

other sectors (direct and indirect). Formally, this can be written as  

 

where lij denotes the coefficients of the Leontief inverse, j is the industry with the final de-

mand stimulus and i denotes the other industries delivering inputs. The simple output mul-

tiplier for industry j is denoted by m(o)j.  

 

To take account of the international structure of production is formally easy as one has to 

think of the coefficients matrix A in terms of a global sourcing matrix. For example, the 

German car manufacturing industry sources inputs per unit of output from other German 

industries but also from industries in other countries (such as the Slovak Republic, Austria, 

etc.) and in analogy to above can be differentiated into direct and indirect (i.e. second, 

third, ... round) effects. The A matrix therefore is of a much larger dimension depending on 

the number of countries included. The output multiplier would then be written as 

 

where C denotes the number of countries and  denotes the coefficient of the Leontief 

inverse associated with the sourcing of sector j in country c in sectors i in countries r. 

Though it is conceptually relatively straightforward taking account of these international 

linkages, it is challenging from a data point of view as data are provided on a national ba-

sis. Here we use data from the WIOD project which aims at creating such a database (for a 

more detailed description see below) that allows capturing also these international linkag-

es.  

 

Fist, however, we briefly summarize how this concept of multipliers is related to measures 

of international linkages and multipliers with respect to employment.  

 

Generally, two kinds of linkages occur in the framework of the input-output analysis: On the 

one hand, a sector needs inputs from other sectors. The interconnection of a particular 

sector with those ‘upstream’ sectors from which it purchases inputs is termed ‘backward 
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linkages’. The economic effect on other sectors is to be found on the demand side: ‘If sec-

tor j increased its output, this means there will be increased demands from sector j (as a 

purchaser) on the sectors whose goods are used as inputs to production in j’ (see Miller 

and Blair, 2009, p. 555). On the other hand, a sector sells its output to other sectors. This 

kind of interconnection of a particular sector with those ‘downstream’ sectors to which it 

sells its output is called ‘forward linkages’. The economic effect is to be found on the supply 

side: ‘If sector j increased its output, this means there will be increased supplies from sec-

tor j (as a seller) for the sectors that use good j in their production’ (see Miller and Blair, 

2009, p. 555). 

 

Various measures have been proposed to calculate backward and forward linkages: An 

early and today still commonly used linkage index was suggested by Rasmussen in 1957 

(see Box 4.2.1). A number of contributions have later refined this traditional concept and 

suggested different measures of industries linkages. Rasmussen himself, for example, 

proposed an amended measure taking account of extreme values and calculated the coef-

ficient of variation indices (see Soofi, 1992, p. 352). Jones (1976, as cited in Drejer, 2002) 

questions the use of Rasmussen’s index of sensitivity of dispersion measure of forward 

linkages and instead proposes to utilize the output inverse matrix in the calculation of the 

index. Cuello et al. (1992) again use information from outside the Leontief inverse in order 

to refine the Rasmussen linkage indices. 

 

Box 4.2.1 - Measurements of backward and forward linkages 

The Rasmussen linkage index ‘power of dispersion’ describes the relative extent to which an in-

crease in final demand for the products of a given industry is dispersed throughout the total system 

of industries and is defined as: 
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where n is the number of industries and Σi lij is the sum of the column elements in the Leontief in-

verse matrix L = (I-A)
-1
. It can be interpreted as the total increase in output from the entire system of 

industries needed to cope with an increase in final demand for the products of industry j by one unit. 

This index describes the ‘backward linkage effects’. 

Rasmussen also presented a supplementary index describing the extent to which the system of 

industries draws upon a given industry – an index of the ‘sensitivity of dispersion’. The sensitivity 

of dispersion index measures the increase in the production of industry i, driven by a unit increase in 

the final demand for all industries in the system. The index is defined as: 
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where Σj lij is the sum of the row elements in the Leontief inverse matrix, which is interpreted as the 

increase in output in industry i needed in order to cope with a unit increase in the final demand for 

the product of each industry. This index may be labelled as ‘forward linkage effects’. 

See Drejer (2002), p. 5. 

Finally, we turn to employment multipliers, which will be the focus of the empirical exercise 

with respect to the overall aim of this report. Employment multipliers are used in order to 

calculate employment effects of a final demand stimulus in an industry. This means that 

based on an initial stimulus on final demand in a selected sector, this sector generates 

additional employment in its own sector (initial effect) and – through its interconnection with 

other sectors – also the rest of the domestic economy creates employment (domestic di-

rect effect). In addition, since inputs are needed from industries in other countries as well, 

employment is also created in foreign countries (international direct effect). Employment 

multipliers in most cases are reported at the total economy level which therefore does not 

tell in which particular sectors (or countries in the case of international linkages) employ-

ment creation takes place – it might be in agriculture, manufacturing as well as services 

sectors – depending on the demand structure of the respective industry (or the upstream 

sectors).  

 

Employment multipliers are calculated by connecting a simple input-output model as de-

scribed above with an external variable, which in this case is the employment variable. The 

input-output model from which the employment multiplier is derived follows from the analy-

sis of the output multipliers above. The direct effect of a final demand change is associated 

with a change in labour demand in that sector which is given by the number of workers 

needed to produce one unit of output (i.e. the inverse of labour productivity). Similarly, the 

direct effect in the other sectors also shows up as the increase in employment to produce 

the additional output which stems from the demand from the industry in which final demand 

has increased. An analogous interpretation also holds for the indirect effects. Formally, this 

is achieved by pre-multiplying the output effects with the coefficients which show how 

much labour is used to produce this additional output. We denote these by hj. The em-

ployment multiplier would therefore be  which however is often normalized 

by the initial effect and referred to as Type I multiplier (Miller and Blair, 2009; Valadkhani, 

2005) for a particular sector j and therefore becomes  

 

Variable j is the direct labour coefficient per unit of gross output i and lij is the ij th element 

of the Leontief inverse matrix. The summation term on the right-hand side can be interpreted 

as the impact of a one unit increase (e.g. one million of US dollars) of final demand in sector j 

on employment. Dividing the employment multiplier by the direct labour coefficient of sector j 

provides the final Type I employment multiplier which shows the additional number of per-
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sons employed in the economy for each additional person directly employed in sector j. 

Thus, this measure shows how many additional jobs are created in the total economy for 

each job created in sector j. This measure therefore depends on the structure of inter-

industry linkages , the respective employment intensities , and the sectoral labour 

productivity. The more interlinked a sector is, particularly with employment-intensive sectors, 

and the higher the labour productivity of this sector, the higher this measure of the employ-

ment multiplier tends to be. As the aim of this report is to provide a comparison across sec-

tors and countries and over time, this ‘relative’ measure is appropriate in indicating the link-

ages across sectors and countries in a comparative manner.23  

 

If inputs are needed from other countries’ industries as well, employment is created not 

only in the domestic economy but also in other economies. Technically, this would imply 

that the summation is over all countries and sectors: 

 (4.2.1) 

Here, C denotes the number of countries under consideration and the direct labour input 

coefficient has to be superscripted by country. Furthermore, as we can also distinguish 

from which other countries’ industries intermediates are sourced, we have to characterize 

the elements of the Leontief inverse by sourcing country as well. This sum can be calculat-

ed for each particular country. Here we show the employment effects for the country under 

consideration and the international effect on employment demand.  

 

Box 4.2.2 – Example 

As a specific example explaining these concepts let us look at the transport equipment sector in 

Germany in 2005. An increase in final demand of one million USD would imply an initial employment 

creation effect of about 2.71 persons (corresponding to the labour input coefficient in this sector). 

Through the domestic and international inter-industry linkages, another 19.6 jobs would be created 

(direct and indirect effects). Splitting them up into the domestic and the international effect shows 

that 8.2 jobs are created in Germany and 11.4 in other countries. The measure reported according 

to equation (4.2.1) thus indicates that for each job created due to the initial demand stimulus another 

7.2 (= 19.6/2.71) jobs are created world-wide, of which 3 (= 8.2/2.71) in Germany and 4.2 

(= 11.4/2.71) in the other countries. 

 

4.2.2 The WIOD database 

The data used for the analysis are taken from the ‘World Input-Output Database’ (WIOD) 

as available in July 2011.24 In this section we provide a brief description of the data to be 
                                                           
23

  Specifically, this measure is less problematic with respect to different sizes of the sectors considered and using current 

price data (constant price series will be constructed in the WIOD project but have not been available when writing this 

report). It should however be noted that for evaluating policy measures (such as the car scrapping schemes) the 

absolute numbers should be used.  

24
  For detailed information see www.wiod.org. 
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used and how these have been constructed. The WIOD data are the outcome of a recent 

effort undertaken in an ongoing project within the Framework 7 programme which aims to 

bring together information from national accounts statistics, supply and use tables, trade in 

goods and services data and corresponding data on factors of production (capital and la-

bour) for 40 countries over the period 1995-2006. The database covers all 27 EU countries 

plus Turkey and includes other major economies such as the NAFTA countries (USA, 

Canada and Mexico), the BRIIC countries (Brazil, Russia, India, Indonesia and China), 

Japan, Korea, Taiwan, and Australia.  

 

Let us provide a brief description of this database. National accounts data have been col-

lected for all countries over the period 1995-2006 which served as benchmark values. Ex-

isting supply and use tables have then been adjusted to these national accounts data with 

some of the tables being estimated for years in which data were not available. Some coun-

tries only provide input-output tables which have been transformed back into supply and 

use tables. Through this process all tables have been standardized over years and across 

countries with respect to product and industry classifications. These tables contain infor-

mation on supply and use of 59 products in 35 industries together with the information on 

final use and value-added. 

 

Accompanying this information, corresponding trade data were collected at the same level 

of disaggregation at the product level. Data on goods trade are taken from UN 

COMTRADE at the HS 6-digit product level which can be aggregated to the CPA products 

at 2-digit level as reported in the supply and use tables. However, services trade is only 

available from balance-of-payments statistics providing information on a detailed basis only 

in Balance-of-Payments categories. Using a rough correspondence these were merged to 

the product level data provided in the supply and use tables. Additionally, the trade data 

are split up into use categories fitting the needs of supply and use tables, i.e. intermedi-

ates, consumption and gross fixed capital formation. Goods trade has been split up by 

applying a categorization of products into intermediates, final consumer goods and gross 

fixed capital goods. The correspondence used for this was created by beginning with the 

usually used Broad Economic Categories (BEC) classification (provided by UN) but adapt-

ing the classification to the specific needs. In particular, the correspondence between 

HS 6-digit and BEC categories has been revised and in a number of cases we use weights 

for particular products in order to distinguish between intermediates and the other catego-

ries. For services trade, however, no such information is available. Therefore, we used 

data from existing input-output and supply and use data and applied average shares 

across countries. Relying on these underlying data we started from the import vector pro-

vided in the supply tables. Import values for each country and product are split up, first, into 

the three use categories. Second, within each use category a proportionality assumption is 

applied to split up the imports for each use category across the relevant dimensions. For 

example, imports of intermediates are allocated across using industries proportional to the 
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structure in the total use table. Similarly, imports for final consumption are split up into final 

demand categories. Investments are allocated only to gross fixed capital formation (i.e. not 

considering changes in inventories and valuables). This resulted in an import use table for 

each country. Finally, each cell of the import use table was again split up by country of 

origin, resulting in 39+1 (including the rest of world) import use tables for each country. 

Merging these tables provides a full set of inter-country supply and use tables. Finally, an 

international input-output table was constructed by applying the transformations of model D 

as described in the Eurostat manual (Eurostat, 2008). This results in a world input-output 

database for 40 countries and 35 industries, i.e. the intermediates demand block is of di-

mension 1400x1400 plus the additional rows on value-added and columns on final de-

mand categories. The rest of the world is not explicitly modelled in this case but appears 

only in the import columns (imports from rest of the world by product) and export column 

(exports to rest of the world). In the application below an assumption on the structure of 

input coefficients is necessary which will be outlined below. Corresponding data at the in-

dustry level allow splitting up value-added into capital and labour income as well as physi-

cal inputs such as employment and capital.25 

 

 

4.3 Empirical results on linkages and multipliers from the WIOD data 

In this section we report the employment multipliers for each of the twelve sectors. First we 

show the results for the EU-27 (calculated as an arithmetic mean over the EU-27 Member 

States), Japan and the US for the total employment multiplier but also differentiating be-

tween the domestic and the inter-regional effects. The figures correspond to the multiplier 

in equation (4.2.1) above, i.e. indicating how many additional jobs are created in the total for 

each job created in sector j which is then further split up into domestic and interregional (see 

Section 4.2 and Box 4.2.1 above).  

 

We will first look at the total employment multiplier for the EU-27 (as an average across EU 

Member States), Japan and the US. Figure 4.3.1 compares the total employment multiplier 

for these three regions across the twelve sectors. Overall, total employment multipliers 

were larger for the seven manufacturing sectors (from textiles to transport equipment) and 

smaller for the services sectors (from construction to business services). This is due to the 

fact that services need less intermediate inputs in general. Looking at individual sectors, 

the chemical sector showed the largest total employment multiplier, meaning that a final 

demand increase in this sector triggers the largest employment effect worldwide. A more 

detailed look at the data suggests that this tends to be driven by high labour productivity in 

these sectors rather than stronger inter-industry linkages as compared to other industries. 

                                                           
25

  Furthermore, in an ongoing effort capital income will be split up into ICT and Non-ICT income, and labour income into 

income of low-, medium- and high-educated workers. These additional data for the factor incomes correspond in 

construction to the method applied in the EU KLEMS database (see www.euklems.org) and efforts undertaken in the 

World KLEMS project.  
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In particular, labour productivity tends to be high in Japan and the US.26 This sector is fol-

lowed by the transport equipment and electrical equipment sectors. It may be interesting to 

note here that this sector shows generally higher employment effects in absolute terms (i.e. 

without normalizing with its own productivity). Textiles and non-metallic mineral products 

sectors show relatively smaller effects within the manufacturing sectors. Particularly, the 

employment multiplier for textiles is high in absolute terms but with a strong international 

effect and lower domestic effect. Within services, it is financial activities that stand out. In-

terestingly, Japan and the US show larger employment multipliers than the EU-27 for some 

manufacturing branches – especially chemicals, transport and machinery, while the EU-27 

shows slightly larger employment multipliers for the services sectors.  

 

Figure 4.3.1 

Total employment multiplier (domestic and interregional), 2005 

 
Note: EU-27 calculated as average over individual Member states. 

Source: WIOD Input-Output Database (Version July 2011); own calculations.  

 

                                                           
26

  Here we cannot differentiate between the more detailed structures of activities in this sector (e.g. the share of 

pharmaceuticals) which might explain these differences across countries.  
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Table 4.3.1 

Total employment multiplier (domestic and interregional), 2005 

 

Notes: Based on NACE rev. 1. classification system, EU-27 calculated as average over individual Member States. 

Source: WIOD Input-Output Database (Version July 2011); own calculations. 

Total employment multipliers are broken up into domestic and interregional multipliers, 

illustrating where employment effects take place. Table 4.3.1 shows the results for the av-

erage over the EU-27 Member States, Japan and the US. Differences occur across coun-

tries and sectors, depicting their different openness and character. Among sectors, em-

ployment creation in services is domestically focused, while within manufacturing, em-

ployment creation takes place internationally in selected sectors (in particular textiles, 

chemicals, electrical equipment and transport equipment). Comparing countries, a final 

demand increase in the EU-27 leads to larger interregional than domestic employment 

effects in all manufacturing sectors except non-metallic mineral products, while in Japan 

this is the case only for textiles. In the US, interregional employment effects dominate in 

four sectors. 

 

4.3.1 Domestic employment multipliers  

Let us now look at the domestic employment multiplier. The multipliers are calculated for 

each of the countries individually. In Figure 4.3.2 we present the simple average over the 

multiplier across the 27 European countries under consideration to provide an overview 

across sectors. In Figure 4.3.3 we then present the results for each of the twelve sectors 

and each country separately including Japan and the US.  
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Figure 4.3.2 

EU-27: Average domestic employment multipliers, ranked by 2005 employment multiplier 
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Note: EU-27 calculated as average over individual Member States. 

Source: WIOD Input-Output Database (Version July 2011); own calculations. 

 

When looking at domestic employment multipliers for the European Union, multipliers do not 

vary a lot across sectors – on average they range between 2.3 additional jobs created in the 

total economy at the top end and 1.4 employees created at the bottom end. It is the chemi-

cals sector that shows the largest employment effect, followed by the transport equipment 

sector. Figure 4.3.2 shows that for one additional person employed in this sector to satisfy 

additional demand, 2 additional jobs are created in other sectors. Smaller effects (between 

1.8 and 1.6 persons) are generated by additional demand in the non-metallic mineral prod-

ucts sector, financial activities, electrical equipment, basic metals, construction, machinery 

and wholesale trade sectors. At the bottom end, with employment effects below 1.5 per-

sons, are two services sectors and one manufacturing sector: business services, textiles, 

and accommodation. Between 1995 and 2005, domestic employment multipliers remained 

quite stable; some small increase can be observed for financial activities, non-metallic min-

eral products and the transport equipment sector. Small decreases are found for basic met-

als, accommodation and the textiles sector. 

 

We now investigate all sectors in more detail and look at the size of the domestic employ-

ment multipliers across countries and across different years (1995, 2000 and 2005) which 

are shown in detail in Figure 4.3.3 separately for each sector. Generally, domestic em-

ployment multipliers depend on a country’s industry structure and openness; for many sec-

tors,  it is therefore difficult to draw general conclusions across countries. 

 

Textiles. Not surprisingly, domestic employment multipliers are rather small in this sector. It 

was highest in France and Italy in 2005 (each additional job in this industry raised domestic 

employment by 2 extra persons in the total economy) and reached the lowest level in Roma-
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nia, Slovakia, Lithuania and Cyprus (triggering an employment effect of around 1.2 persons) 

in 2005. The domestic employment multiplier was quite high for the US (1.8 persons) in the 

textiles sector, as it sources a lot in agriculture (cotton industry). The domestic employment 

multiplier was above the EU-27 average in Japan (1.6 persons). Over time, the multiplier for 

the textiles, apparel & footwear sectors tended to decline, especially in the EU-12 countries.  

 

Chemicals. Across countries, the employment multiplier for the chemical sector was excep-

tionally large for three countries: In Japan, France and the US, one job created in the 

chemical sector generated 5 and 4 additional persons respectively in the whole economy. 

These differences are mostly driven by differences in labour productivity in this sector 

across countries and to a lesser extent by differences in the inter-industry linkages. On the 

EU average the employment effect was 2.3 persons. While in Portugal, Italy, Great Britain 

and the Netherlands it was even above 3 additional persons, it ranged at the bottom end in 

Malta, Luxembourg and Cyprus. On average, there was a quite stable trend over time; in 

half the countries the employment multiplier increased while in the other half it decreased 

over time. 

 

Non-metallic mineral products. Employment multipliers of the non-metallic mineral products 

sector are quite uniform across countries. Effects ranged between 2.3 persons (Spain, 

France, Italy, Bulgaria, Hungary) and 1.4 persons (Ireland, Lithuania, Luxembourg) in 

2005. Employment multipliers for Japan or the US were above the EU average (about 

2 persons). Over time, employment effects increased. 

 

Basic metals. For this sector, domestic employment multipliers lie in the medium range, 

stimulating on average 1.7 persons of additional employment in the total economy in the 

EU-27. It was most pronounced in Japan (effect of 3 persons). In the EU Bulgaria showed 

the largest effect (2.5), Cyprus the lowest (1.1). Over time, there is a slightly declining trend 

for the basic metals employment multipliers.  

 

Electrical and optical products. Also for the electrical equipment sector, domestic employ-

ment multipliers are in the medium range, with additional 1.8 persons created in the total 

economy in the EU-27. Finland showed the largest employment multiplier for this sector in 

2005 (2.5 persons), followed by Japan, Spain, the US and the Netherlands. The lowest 

multiplier was again found for Cyprus. On average, employment multipliers remained ra-

ther stable for this sector between 1995 and 2005. 

 

Machinery and equipment. This sector has an employment multiplier ranging again in the 

midfield; it creates 1.6 persons additional employment in the total economy on the 

EU average. The multiplier was largest in Japan (2.4) and slightly larger than the EU average 

in Italy, the US, France, Finland and Germany (above 2 persons), while in Cyprus it was 
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again at the lowest level in 2005. Between 1995 and 2005 employment multipliers remained 

quite stable. 

 

Transport equipment. For this sector employment multipliers differed a lot across countries; 

they peaked in Japan, generating 4 persons additional employment in the total domestic 

economy in 2005. Within the EU, France showed the highest employment multipliers, fol-

lowed by Germany, Italy and Spain. The employment multiplier was also quite large for the 

US (3 persons). Luxembourg and Cyprus exhibited the lowest multipliers. Over the period 

investigated, the multipliers mostly increased. 

  

Construction. For the construction sector, employment multipliers again range in the mid-

field and are quite uniform across countries. They range between 2 persons in the Czech 

Republic, Poland, Bulgaria, Slovenia and Great Britain and 1.2 persons in Luxembourg. 

Over time, employment multipliers remained rather stable. 

 

Wholesale trade. This sector created medium employment effects in the total economy. On 

the EU average, the employment multiplier reached 1.6 persons. It was slightly larger in 

Hungary, Bulgaria and Italy (with effects above 2 persons); at the lower end, the employ-

ment multiplier was smallest in Cyprus, Ireland and Malta, where it created about 1.2 per-

sons additionally employed in the total economy. The EU average multiplier did not change 

over time between 1995 and 2005. 
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Figure 4.3.3 

Domestic employment multipliers, 1995, 2000 and 2005 
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Source: WIOD Input-Output Database (Version January 2011); own calculations. 
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Accommodation. This sector showed the lowest employment multipliers of all sectors, cre-

ating 1.4 additionally employed in the total economy on EU average. The multiplier was 

somewhat higher in Romania (2.3 persons), Portugal, Greece and Italy. It was lowest in 

Lithuania and Luxembourg. Between 1995 and 2005 the employment multiplier declined. 

 

Financial activities. Employment multipliers for this sector are well positioned among other 

sectors of the economy and even rank first among the services sectors. The Czech Re-

public showed the highest multiplier in 2005, followed by Great Britain and Germany. The 

smallest employment multipliers were found in Latvia and Cyprus. Over the period investi-

gated, the employment multiplier grew in all but three countries. 

 

Business services. Employment multipliers were the lowest for this sector, averaging 

1.5 persons additionally employed in the total economy in the EU. Estonia, Latvia and Cy-

prus showed the largest employment multipliers in 2005, Malta and Greece the lowest. 

Over time the multiplier showed a rather stable trend. 

 

4.3.2 Interregional multipliers  

While domestic employment multipliers changed only slightly for the EU-27 between 1995 

and 2005, interregional employment multipliers increased considerably over time (see Fig-

ure 4.3.4). This increase was more pronounced in manufacturing than in services (except  

 

Figure 4.3.4 

EU-27: Domestic and interregional employment multipliers 

 
Note: EU-27 calculated as average over individual Member States. 
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Source: WIOD Input-Output Database (Version January 2011); own calculations. 

 

financial activities). Within manufacturing, this upward change was most visible in the elec-

trical equipment sector, the transport equipment sector and chemicals. It should be noted 

here that this is calculated as the arithmetic mean across Member States, and therefore 

reflects to a large extent also effects of the European integration. 

 

Comparison of domestic and interregional employment multipliers 

Using the WIOD-database allows for a distinction between domestic and regional employ-

ment effects. Table 4.3.2 illustrates the employment effects that one job created in a se-

lected industry has on the domestic economy and on the other economies in the world due 

to backward linkages with other sectors and other suppliers. In the European Union, do-

mestic effects prevail over interregional effects in services industries as services trade – 

though rising – is much less important than trade in goods. Interregional employment ef-

fects are more pronounced in manufacturing sectors, with the only exception of the non-

metallic mineral products sector.  

 

Looking at individual sectors and countries in detail, one can find a couple of countries pos-

ing exceptions to these patterns, however. These are listed in the following and documented 

in Table 4.3.2. A detailed account of these differences across countries and sectors is be-

yond the scope of this overview. However, in most cases differences across countries for a 

particular sector emerge from differences in sectoral productivity rather than large differences 

with respect to the inter-industry international linkages. Higher labour productivity tends to 

increase the relative employment multiplier as argued above. These differences in productivi-

ty levels may be driven by intra-industry specialization (e.g. pharmaceuticals. which are in-

cluded in chemicals) which explains some of the differences as indicated below especially for 

small countries (e.g. chemicals in Belgium, transport equipment). Further, the interregional 

multipliers generally tend to be larger for smaller countries as expected.  

 

Textiles. In terms of average EU multiplier, this sector creates some medium-sized interre-

gional employment effects (2 persons on average). In four countries interregional effects 

are very large (8.6 to 6 persons), i.e. in Belgium, Luxembourg, the Netherlands and Den-

mark. Interregional effects are lowest in Romania and Bulgaria (0.1).  

 

Chemicals. In terms of the EU average, this sector creates the largest regional employ-

ment effects (3 persons on average). Compared to domestic multipliers, interregional mul-

tipliers are very high in the Netherlands and Ireland (13.7 and 10.5 persons respectively). 

Regional employment effects are lowest for Bulgaria and Romania (0.7 persons). 

 

Non-metallic mineral products. This is the only sector where domestic employment effects 

prevail over international effects in the EU. Only in six countries are interregional effects 
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larger than domestic multipliers (Belgium, Luxembourg, Denmark, Sweden, Ireland and the 

Netherlands). 

Table 4.3.2 

Employment multipliers (domestic and interregional), 2005 

 

Source: WIOD Input-Output Database (Version July 2011); own calculations. 
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Basic metals. In terms of average EU multiplier, this sector creates a medium-sized inter-

regional employment effect (2 persons on average). Compared to domestic multipliers, 

interregional effects are larger in Belgium and Luxembourg (6 and 5 persons respectively). 

Lithuania and Malta show the smallest interregional effects. 

 

Electrical and optical products. Inter-regional employment multipliers are pronounced in 

this sector, pointing to strong inter-linkages in international trade. The EU average multipli-

er reaches 3 persons. It is very high in Ireland (14.4 persons), and still large in Finland, the 

Netherlands and Estonia. 

 

Machinery and equipment. On the EU average, the interregional multiplier is slightly larger 

than the domestic one. Interregional effects are especially pronounced in Belgium and the 

Netherlands.  

 

Transport equipment. Also this sector shows significant interregional employment multipli-

ers that point to strong inter-linkages in international trade. The EU average multiplier 

reaches 3 persons. It is most pronounced in Belgium (10 persons) and Austria (6.8 per-

sons), the Netherlands and France (about 6 persons each) and also Sweden (5.4 per-

sons). Interregional effects are lowest in Bulgaria, Romania and Malta. 

 

Construction and services sectors. In these sectors, interregional employment multipliers are 

small – about or less than 1 person on the EU average. There are a few exceptions, howev-

er, among them Luxembourg, which has an especially high interregional employment multi-

plier in financial activities (26 persons). Indeed this is the highest value in our sample. 

 

Table 4.3.3 

Total employment multiplier (domestic and interregional), 2005 

 

Notes: Based on NACE rev. 1. classification system. 

Source: WIOD Input-Output Database (Version July 2011); own calculations. 

 

Interregional employment multipliers in more detail 
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Interregional employment multipliers can be broken down further. Table 4.3.3 gives the 

interregional employment multipliers for the EU-15, EU-12 and other regions. Overall, other 

regions account for most of the interregional effects, while the values for the EU-15 and 

EU-12 are much smaller. Within the EU-27, interregional employment effects on the EU-15 

are most important in the transport equipment, chemicals and electrical equipment sectors. 

Employment effects on EU-12 countries are higher in the transport equipment sector.  

 

 

4.4 Summary 

The individual sectors in an economy do not work independently of each other but are part-

ly strongly connected via inter-industry linkages in the way that sectors deliver inputs into 

other sectors or demand intermediates from other sectors. Thus a change in demand (ei-

ther final domestic or exports) of one sector does not only have an employment effect on 

this sector but also on all upstream sectors in the economy which themselves are linked to 

the other sectors. This can be accounted for in an input-output framework which is adopted 

here. However, as global production integration has become more and more important 

over the past decades, one hast to take account of employment effects in other countries 

as well. Thus, an increase in final demand in one country also creates demand for em-

ployment in other countries via offshoring and international sourcing. Using the recently 

compiled world input-output database (WIOD) we calculate employment multipliers that 

take into account the direct and indirect effects of a change in demand on employment, 

and also allow for distinguishing domestic and international employment effects.  

 

Generally, employment multipliers are in the range of 1.5 to 2, i.e. for each additional em-

ployed person due to a final demand increase, labour demand of 1.5 to 2 is created. Em-

ployment multipliers are highest in chemicals and transport equipment and tend to be low-

er in service activities. Regarding the international dimension, we first distinguish between 

domestic and interregional multipliers. Whereas the former tend to be roughly constant 

over time, the international multipliers increased in all cases pointing towards the increas-

ing importance of production networks and international integration. In some cases the 

interregional multipliers are even higher than the domestic ones, which is particularly the 

case for manufacturing industries but less so for service industries. Breaking them further 

down to individual regions, one finds that for the EU-27 the larger part of employment is 

created in other regions than the EU-12 or EU-15, which is particularly the case for chemi-

cals, textiles and electrical equipment. 
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5 The effect of the crisis in different Member States, the measures taken to 

support employment and prospects for job growth up to 2020 

This part of the study is based largely on two main sources. The first consists of case stud-

ies of 12 countries, 10 of them EU Member States, carried out by experts from each of the 

countries concerned.27 The second comprises information received from industry repre-

sentatives at EU level of developments, both actual and prospective, in selected sectors. 

The 12 countries for which cases studies have been carried out comprise:  

 the 6 largest EU Member States – Germany, France, Italy, the UK, Spain and Poland 

 four of the countries which were hit particularly hard by the economic recession which 

followed the financial crisis and began to affect employment, in most cases, during the 

course of 2009 – Ireland and Finland and two of the Baltic States, Estonia and Lithuania 

 two of the candidate countries for EU membership – Croatia and Turkey 

 

There is also a further case study of the United States which provides an interesting com-

parison with the European countries, insofar as it is seen as a more liberal economy with, 

in general, less intervention from government to protect particular sectors in difficulty and to 

safeguard employment. The support given to the banking sector and to the automobile 

industry during the crisis, however, somewhat contradicts this stereotypical view. 

 

In each case, the focus was on the 12 sectors selected for detailed study: 

 Textiles, apparel, footwear, etc. 

 Chemicals 

 Rubber and plastics, etc. 

 Basic metals and fabricated metal products 

 Electronic, electrical and optical products 

 Machinery and equipment n.e.c. 

 Motor vehicles 

 Construction 

 Wholesale and retail trade 

 Accommodation and food service activities 

 Financial and insurance activities 
                                                           
27 These case studies were undertaken by Timo Baas (Institut für Arbeitsmarkt- und Berufsforschung, Nürnberg) for 

Germany, Francesco Crespi (Università di Roma) for Italy, Sebastian Leitner (The Vienna Institute for International 
Economic Studies – wiiw, Vienna) for Estonia and Lithuania, Fernando Muñoz Bullón (Universidad Carlos III de Madrid) 
for Spain, Jouko Nätti (University of Tampere) for Finland, Pascal Petit (Centre national de la recherche scientifique 
Paris) for France, Leon Podkaminer (The Vienna Institute for International Economic Studies – wiiw, Vienna) for Poland, 
John Schmitt (Center for Economic and Policy Research, Washington D.C.) for the US, Gokce Uysal (Bahçeşehir Ün-
iversitesi Istanbul) for Turkey, Terry Ward (Applica, Brussels) for Ireland and UK, and Hermine Vidovic (The Vienna 
Institute for International Economic Studies – wiiw, Vienna) for Croatia. 
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 Real estate and business activities.  

 

The case studies were supplemented by information provided by industry representatives 

at European level who either responded to a questionnaire specially prepared for the pur-

pose or who pointed to relevant reports or documents which covered at least some of the 

questions. .A summary of the information provided by a number of European Associations, 

or extracted from the documents concerned, is set out in an Annex to this report. 

 

The issues considered as regards each of the sectors relate to employment developments 

over the period of the recession and the subsequent early stages of economic recovery; 

the changes in labour productivity and average hours worked which accompanied these 

developments and their implications for job growth in the future; the measures taken to 

counter the effects of the economic recession and the extent to which they have been re-

moved – and the effects of their removal on employment – as the recovery got underway; 

and the prospects for employment growth in future years, both in the short and longer term. 

 

The employment developments during the recession and the period since then were con-

sidered in Section 3.5 above, together with the movements in labour productivity and aver-

age hours worked which occurred at the same time. As indicated, these movements during 

the economic downturn, in general, prevented the scale of job losses being even greater 

than it was, though they have since tended to be reversed which has had the opposite 

effect on job growth. In many cases, however, this reversal has not yet (at least up to the 

first quarter of 2011) made good the reduction which occurred as economic activity fell. 

These developments are considered in more detail in the case studies in each of the coun-

tries concerned. 

 

5.1 Employment developments during the crisis in the case study countries 

Economic activity in all the 13 countries covered in the cases-studies was affected by the 

recent crisis. But the consequences for the number in employment varied markedly across 

countries. The economic downturn triggered a sharp decline in employment in Ireland, 

Estonia and Lithuania, where in each case the reduction in GDP was substantial and much 

larger than elsewhere, but there was also a large decline in employment in Spain, where 

the reduction in GDP was smaller than average. On the other hand, the loss of jobs was 

smaller in Poland than in most other countries, largely because it escaped the worst of the 

recession and GDP continued to grow – the only country in the EU where this was the 

case – even if by much less than before. But job losses were also relatively small in the UK 

and, above all, in Germany, where in both cases, the decline in GDP was around or even 

slightly larger than the EU average. In the UK, this can be explained by the fact that manu-

facturing industry – which was much more strongly affected by the crisis than other sec-

tors, construction apart – accounts for a smaller part of the total economy than elsewhere 

because of the large-scale de-industrialisation that occurred in the 1970s and 1980s.  
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In Germany, where employment declined only slightly, the absence of large-scale job loss-

es owes a great deal not only to the extensive use of the short-term working arrangements, 

which helped to maintain people in work by effectively subsidising their continued employ-

ment, but also to the widespread expectation among the business community that the re-

cession, though deep, was likely to be only short-lived and that sales would recover rela-

tively quickly. Consequently, they were prepared to keep people in work rather than to 

make them redundant only to have to take them on again once the upturn came. This con-

trasts markedly with the situation in Spain, where there was an equally widespread realisa-

tion that the sector which had provided most of the job growth in the years leading up to 

the recession, construction, was likely to remain depressed for some time to come be-

cause of the collapse of the housing market, on the one hand, and the long-term reduction 

in public sector investment on infrastructure because of the state of public finances, on the 

other. In Germany, therefore, the structure of the economy as it was before the recession 

hit, with its concentration on medium-to-high tech manufacturing and on high value-added 

products which are highly competitive in global markets, especially those in developing 

countries, was sustainable in the long-run. In Spain, with its over-expanded construction 

sector, which was the main driver of growth and employment creation in the years preced-

ing the crisis, it was not.  

 

The almost immediate impact of the economic downturn on employment in Spain can, 

therefore, be understood in these terms. In brief, it was not possible for employers in con-

struction, in particular, where many of the job losses occurred, to maintain employment 

levels simply because demand was unlikely to return on anywhere near the same scale as 

before the recession. The loss of the main driver of growth then inevitably gave rise to un-

certainty about future prospects for any significant upturn in other parts of the economy, so 

causing employers elsewhere to lay off workers and making them reluctant to take on peo-

ple as the downturn slowed. 

 

5.2 Sectoral concentration of job losses 

Construction seems to be the sector which suffered most from the recession in many coun-

tries – though not all – not least because it was hit by the financial crisis which was initiated 

in the housing market and, which accordingly affected this market more than others. Large 

job losses occurred in this sector in most of the countries covered by the case studies, the 

exceptions being France, Finland and, above all, Germany where employment in construc-

tion has increased since before the recession. This reflects the fact that Germany did not 

experience the same house price bubble as most other countries in the EU (house prices 

changed by very little over the 10 years preceding the recession, whereas in many other 

countries, they increased by 2 or 3 times), a reflection, in turn, of the relatively low extent of 

home ownership in the country (the lowest in the EU). 
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The largest reductions in jobs in construction occurred in Ireland, Spain, Estonia and Lithu-

ania, in all of which employment in the sector expanded substantially in the years preced-

ing the recession as the housing boomed and public investment in infrastructure increased 

markedly. In all of these countries, the number employed in construction fell by around 

30% or more between the first quarter of 2007 and the first quarter of 2010 and by close to 

40% in both Ireland and Spain (in Latvia, the decline was even greater at close to 50%). In 

the subsequent year, when some economic recovery was evident in most parts of the EU, 

employment in construction increased in both Estonia and Lithuania, especially in the latter 

(by 13%), whereas it continued to decline in both Ireland and Spain, by as much as a fur-

ther 20% in the former and 10% in the latter. In Ireland, therefore, the number employed in 

the sector at the beginning of 2011 was under half of the number employed four years ear-

lier – the job losses in construction representing over half the total reduction in employment 

over the recession period – in Spain, only just over half.  

 

In the US too, where the financial crisis began, construction was hit especially hard by the 

turmoil in the housing market and subsequently by the economic recession, which reduced 

the demand for new houses and for building generally, employment falling by over 25% 

between 2007 and 2011, with no sign in the latter year of any upturn. 

 

There was a more general reduction in employment in manufacturing in all 12 of the case 

study countries, though again by less in Germany than elsewhere despite the substantial 

decline in value-added. This was also the case in the US, where employment in manufac-

turing was around 15% lower in 2010 than three years earlier. The largest job losses in the 

EU again occurred in the four countries in which employment in construction fell, the num-

ber employed in manufacturing declining by close to 30% between the first quarter of 2007 

and the first quarter of 2010 in the two Baltic States and by close to 20% in Ireland and 

Spain. As in the case of construction, manufacturing employment recovered slightly in the 

former two countries in the year to the first quarter of 2011 (though increasing only by 

around 2-3%), while in Ireland and Spain, it continued to fall, even if at a slower rate.  

 

In all 12 of the EU countries covered, the manufacturing industries most affected by the 

crisis were Motor vehicles, Machinery and equipment and Basic metals, all producer or 

investment goods industries manufacturing products the purchase of which is essentially 

postponable so far as purchasers are concerned. In each case, the collapse in exports to 

both other EU Member States and the rest of the world reinforced the fall in the domestic 

demand, particularly in the two Baltic States covered as well as in Germany, Ireland and 

Spain. Within these industries, however, the fall in demand led to very different responses 

as regards employment in the different countries. There was a much smaller reduction in 

the work force in each of the industries in Germany than in the other countries, reflecting 

the effect of both short-time working measures, which were very much concentrated in the 

industries concerned. 
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Table 5.1 

Change in employment in manufacturing sectors in selected EU countries,  

first quarter 2007 to first quarter 2011 

       % change 

  Manuf. Textiles Chemicals Rubber Metals Electronics Machinery Motors 

Germany -0.9 -17.1 -1.8 -1.1 0.5 -5.5 4.2 -5.7 

Estonia -26.6 -43.4 -21.7 -38.5 -21.7 -3.0 -28.0 -9.5 

Ireland -20.2   -38.3  -26.8 -11.5 -34.9 

Spain -22.1 -38.3 -19.0 -32.6 -30.8 -23.8 -6.6 -19.7 

France -10.7 -23.9 -10.6 -11.3 -13.3 -11.4 -11.1 -16.4 

Italy -5.7 -3.7 -2.4 -5.0 -6.5 -6.6 -5.2 -8.9 

Lithuania -26.9 -40.7 -4.8 -29.1 -32.9 -25.6 -7.6 -64.3 

Poland -1.5 -25.6 3.0 8.5 6.7 4.7 -17.2 6.5 

Finland -16.4  -14.1 -23.8 -11.4 -22.3 -6.2 -3.0 

UK -14.8 -20.2 -23.4 -13.3 -9.5 -20.3 -29.6 -21.9 

Source: Eurostat, Short-term Business Statistics 

 

In the first quarter of 2011, therefore, the number employed in most of the manufacturing 

sectors in the EU countries covered by the case studies was much less than four years 

earlier before the recession began (Table 5.1).  

 

The two main exceptions are Germany and Poland, where, in the former, employment in 

Metal manufacture and Machinery was slightly higher in 2011 than in 2007 and, in the lat-

ter, it was higher in 5 of the sectors, all but Textiles and Machinery.  

 

In Italy, the decline was much smaller than in the other case study countries in all of the 

sectors. This, however, is not a result of a smaller fall in production than elsewhere but of a 

bigger reduction in labour productivity (measured in this case by production per hour 

worked). This is evident if the change in labour productivity is calculated over the same 

period (lagging production two quarters so as to take account of the delayed response of 

employers to a change in output).  
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Table 5.2 

Change in labour productivity per hour worked in manufacturing sectors  

in selected EU countries, first quarter 2007 to first quarter 2011 

       % change 

  Manuf. Textiles Chemicals Rubber Metals Electronics Machinery Motors 

Germany 0.6 1.3 0.0 -0.3 -4.0 10.4 -7.3 6.1 

Estonia 23.0 31.0 6.3 4.0 -6.7 107.4 32.1 107.5 

Ireland 30.2   8.6  -33.9 -12.0 -18.4 

Spain -3.9 -1.3 15.7 -10.7 -18.0 22.6 -21.2 -21.1 

France 0.9 -10.1 18.8 -3.8 -8.6 1.5 -12.3 -6.0 

Italy -9.6 -5.1 -10.6 -16.5 -16.1 -20.0 -16.2 -7.9 

Lithuania 43.5 27.9 67.1 1.1 12.5 22.8 58.8 46.5 

Poland 23.9 25.3 23.8 17.6 11.1 93.2 41.9 13.5 

Finland 5.6    -9.5  -10.7 -24.3 

UK 0.2 13.4 1.9 0.6 -18.1 19.6 8.4 -1.9 

Source: Eurostat, Short-term Business Statistics 

 

In all of the sectors covered, therefore, productivity in these terms was substantially lower 

in the first quarter of 2011 in Italy than four years earlier – in Electronics, 20% lower and in 

Rubber and plastics, Metals and Machinery, 16-17% lower. This ‘overhang’ in productivity 

can be expected to reduce the rate of net job creation in these sectors over the coming 

years, since there is little reason to suppose that there has been a permanent loss of 

productivity in the industries concerned. As and when recovery takes place, therefore, 

manufacturers in these industries are likely to be able to expand production for some time 

without the need to increase their work force.  

 

Much the same is the case in Spain, where except in Chemicals and Electronics, produc-

tivity was also much lower in 2011 than in 2007. Elsewhere, the decline in productivity at 

the beginning of 2011 relative to 4 years earlier was equally significant in Ireland, in Elec-

tronics, Machinery and Motor vehicles, and in Finland, in the latter two industries. In 

France, too, this was also the case in the two industries concerned, if to a lesser extent in 

Motor vehicles, as well as in Textiles, Rubber and plastics and Metal manufacture.  

 

By contrast, in the UK, in most of the manufacturing industries covered, productivity was 

higher at the beginning of 2011 than before the crisis began, the main exception being 

Metal manufacture, where it was down by 18%. 

 

In all three of the EU12 countries covered – Poland, Estonia and Lithuania – there is also 

much less sign of any productivity ‘overhang’, and in most of the sectors, it would be ex-

pected that employment would need to increase to accommodate any marked expansion 

of production.  
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This differential pattern of productivity change over the crisis period gives an indication of 

the extent of the job protection measures adopted, which are reviewed below, though such 

measures took the form not only of public subsidies to maintain employment levels but also 

of action taken by individual employers to keep people in work.  

 

Table 5.3 

Changes in employment in service sectors in selected Member States,  

first quarter 2008 to first quarter 2011 

    % change 

  Distribution Hotels, etc. Financial services Business services 

Germany -3.0 -3.1 4.1 6.3 

Estonia -20.3 -19.0 14.4 -2.4 

Ireland -7.6 -11.3 -6.0 4.3 

Spain -8.3 -8.9 -5.3 -9.6 

France -1.5 2.9 0.2 -1.2 

Italy -1.5 -10.1 -2.6 -2.1 

Lithuania -17.2 -17.7 25.4 -2.5 

Poland 2.5 -3.4 0.3 10.3 

Finland -5.2 -6.2 3.0 -2.5 

UK -4.7 -5.1 -1.6 -11.5 

Source: Eurostat, Short-term Business Statistics and National accounts for financial services 

 

In the service sectors, employment reductions were generally on a smaller scale, though 

there were exceptions. In particular, in both Estonia and Lithuania, there were substantial 

jobs losses in Distribution and Hotels and restaurants, the number employed in the first 

quarter of 2011 being some 19-20% lower in the former and 17-18% lower in the latter 

than in the same quarter in 200828. In Ireland and Spain too, employment declined in these 

two sectors though to a smaller extent, as it did in Italy, Finland and the UK, though in Italy, 

the fall in Distribution was relatively small. In Germany, there was also a decline but small-

er than in the latter group of countries. In France, however, employment in Hotels and res-

taurants increased over the period, as it did in Distribution in Poland. 

 

In Business services29, which had been one of the most important sectors of job growth in 

the years before the recession, employment also declined in most of the countries, though 

not in Germany, Poland and, perhaps surprisingly given the scale of the overall loss of 

jobs, Ireland. The decline was particularly marked in Spain and the UK.  

 
                                                           
28

  A three year period has been taken in the case of services rather than a four-year period as in the case of 

manufacturing because services were hit later than manufacturing. Between 2007 and 2008, therefore, employment 

was still increasing in most cases. 

29
  It should be said that the figures for Business services, as for the other sectors, are taken from the Eurostat Short-term 

Business Statistics and relate to NACE Rev.2 M and N insofar as the activities included in these two groups are 

covered by the SBS.  
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In Financial services, however, where the crisis began, employment increased in the ma-

jority of the countries and declined – and then by generally less than in other service sec-

tors – only in Ireland, Spain, Italy and the UK. In both Estonia and Lithuania, employment 

increased markedly over the recession period, whereas it fell equally markedly in most 

other sectors of the two economies. 

 

In the US, the number employed in 2011 was lower than four years earlier in all three of 

the four service sectors, the exception being Hotels and restaurants, where it was slightly 

higher (around 2%). The decline in employment was especially marked in Financial ser-

vices, where the number in work fell by some 8% over this four-year period.  

 

Changes in average working time 

In all of the countries, though to widely varying extents, a reduction in average hours 

worked cushioned the loss of jobs and helped to maintain the number in employment. As 

noted earlier, this was especially the case in the manufacturing industries, though it was 

mainly confined to the most severe period of the recession in 2008-2009. As the recession 

moderated and production began to recover, average hours worked increase in most 

countries. In the first quarter of 2011, therefore, average hours worked in manufacturing 

was in many cases above what it was before the recession began. This was true in manu-

facturing as a whole in all the countries except France, where the level was slightly lower 

(though there are no data for Italy) (Table 5.4). 

 

Table 5.4 

Changes in average hours worked in manufacturing sectors in selected Member States,  

first quarter 2007 to first quarter 2011 

       % change 

  Manuf. Textiles Chemicals Rubber Metals Electronics Machinery Motors 

Germany 2.9 1.3 -0.1 2.1 4.8 3.0 6.9 4.8 

Estonia 2.7 5.6 7.2 1.3 3.4 8.6 4.5 0.1 

Ireland 0.2   -6.2  4.5 5.5 6.4 

Spain 0.2 -3.9 4.3 4.1 -5.0 -7.8 -10.4 8.5 

France -0.6 -0.9 -1.3 -0.5 -0.5 -0.2 -1.0 -1.2 

Italy          

Lithuania 6.7 9.8 5.6 6.0 10.8 6.0 9.5 13.1 

Poland 1.8 2.3 0.8 1.2 3.7 1.5 2.9 -0.3 

Finland 4.2  5.3 10.8 11.0 -2.5 1.3 25.0 

UK 5.0 16.1 2.8 10.8 5.5 2.3 4.7 5.1 

Source: Eurostat, Short-term Business Statistics 

 

Despite the significant reduction in average hours worked in 2009 in most of the manufac-

turing sectors in Germany, in all the sectors covered here, apart from Chemicals, where 



202 

they were much the same, average hours worked were higher in the first quarter of 2011 

than four years earlier. In the UK, they were significantly higher in all the sectors, most es-

pecially in Textiles and Rubber and plastics and this was even more the case in Lithuania 

and Estonia (apart from Motor vehicles). In Poland too, they were also higher in all sectors, 

if to a smaller extent, though again except for Motor vehicles, while in Finland, they were 

markedly higher in the latter sector as well as in Rubber and plastics and Metal manufac-

ture. Moreover in Ireland, where job losses in manufacturing were especially large, aver-

age hours worked in 2011 were equally above their level four years earlier in the three ‘en-

gineering’ industries. By contrast in Spain, where job losses were also substantial, average 

hours worked were lower in 2011 than before the recession in Electronics and Machinery 

as well as Metal manufacture and Textiles, so helping to moderate the extent of job losses, 

though they were higher in the other three sectors.  

 

In France, in marked contrast to elsewhere, average hours worked declined during the 

worst part of the recession and in 2011 remained below their level in 2007 in all of the 

manufacturing sectors covered. 

 

Except in the latter two countries, therefore, the widespread tendency over the crisis period 

has been for average working time to increase rather than decline, which almost certainly 

reflects the uncertainty about the sustainability of the upturn in economic activity which 

occurred in 2010. Employers, therefore, were evidently reluctant to take on new workers, 

preferring to get more out of the existing work force instead. 

 

In Construction, the picture is slightly different, with average hours worked remaining much 

the same over the crisis period in most countries, but declining markedly in Lithuania and 

more especially in Spain (by over 20%). 

 

In the US too, there was some reduction in average hours worked in manufacturing indus-

tries in 2009, though more modest than in a number of EU countries; but by 2011, the level 

was, as in the EU, higher in most industries than before the onset of recession. The only 

industries in which this was not the case are Textiles and, marginally, Electronics. In Con-

struction as well, average working time was slightly longer in 2011 than in 2007. 

 

5.3 Policy action to maintain employment during the recession 

All countries introduced specific measures to counter the effect of the recession on em-

ployment, though to varying extents and in slightly different forms. These consisted to a 

large extent of fiscal measures – increases in public expenditure, especially in public in-

vestment, or an acceleration of planned investment programmes and reductions in taxa-

tion, in value-added tax in particular – designed to expand aggregate demand in the econ-

omy. These measures tended in the main to be non-sector specific, though the expansion 

of public investment programmes had the effect, as intended, of increasing activity in the 
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construction industry which in a number of countries had been particularly hard hit by the 

crisis because of its impact on the housing market30. They also tended to benefit industries 

supplying the construction industry, such as non-metallic mineral products (included with 

Rubber and plastics in one of the 12 sectors), though in some cases the machinery indus-

try as well, since in a number of countries, the renovation and refurbishment of buildings, 

partly with the aim of improving their energy efficiency, were included in the construction 

programmes initiated or expanded.  

 

In addition, EU rules governing State aid were relaxed and many SMEs in particular re-

ceived public support during the crisis, in the form of direct grants, soft loans or loan guar-

antees. The rules of the European Globalisation Adjustment Fund (EGF) were also revised 

to provide support for workers made redundant as a direct result of the global financial and 

economic crisis as well as of globalisation. 

 

The expansionary fiscal policies adopted were, moreover, accompanied in most countries 

by measures aimed directly at safe-guarding jobs and at propping up demand in particular 

sectors of the economy, especially the car industry as indicated below.  

 

Sector-specific measures 

Apart from the Construction industry, specific measures were taken in many countries to 

assist the motor vehicle industry which was hit particularly hard by the recession. These 

took the form in the main of car scrapping schemes under which people were given a spe-

cial bonus or discount if they traded in their old car for a new one, so long as it was over a 

certain age (typically 10 years old and over). According to industry estimates, such 

schemes forestalled or prevented the loss of up to 120,000 jobs across the EU. At the 

same time, however, the boost to car sales it gave was followed by a sharp reduction once 

the scheme came to an end (in Germany, for example, where the scheme was in operation 

in 2009 and where it was especially generous, sales of new cars fell by 23% in 2010).  

 

Such schemes were supplemented by action at EU level in the form of the Green Cars 

Initiative, which was part of the European Economic Recovery Plan and which, in addition 

to providing access to European Investment Bank loans, made available a total of EUR 1 

billion for R&D through joint funding programmes of the EU, national governments and the 

industry. 

 

                                                           
30

 In Spain, for example, two temporary funds for public investment in infrastructure in local are-
as were created (Fondo Estatal de Inversión Local, agreed at the end of 2008 and Fondo Esta-
tal para el Empleo y la Sostenibilidad Local launched in 2010. Both had come to an end by 
2011 and though they had some effect, they could not prevent a large-scale decline in employ-
ment in the industry. 
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In some countries, reductions in value-added tax were also introduced to assist particular 

sectors, as in France and Ireland, where the tax on Hotels and restaurants was cut in order 

to help the sector, hit by both a fall-off in domestic demand and a decline in foreign tourists. 

(A list of the sector-specific schemes which were introduced is set out in the Annex to this 

chapter.) 

 

Measures to assist those made redundant 

The measures taken also included programmes to assist those losing their jobs, in the 

form, especially of training schemes designed to increase their employability and so their 

chances of finding a new job when the upturn came. They equally included measures to 

encourage employers to take on new workers as well as the provision of support to help 

those losing their jobs to start up new businesses and to assist existing firms, especially 

SMEs, to expand, particularly through trying to ensure access to credit. A summary of the 

measures of these kinds adopted, and the countries adopting them, is given in Table 5.5. 

 

As indicated, short-time working schemes, including temporary lay-offs, under which Gov-

ernments provided financial assistance to companies or directly to the workers concerned 

in order to support wage when the hours or days worked were substantially less than nor-

mal, were the most widespread measure adopted to maintain jobs. They were concentrat-

ed predominantly in manufacturing and construction, and within the former in the invest-

ment goods industries which were most affected by the economic downturn – and, there-

fore, in the Motor vehicle, Machinery and Basic metals industry among the 12 selected 

sectors. The schemes were most important in terms of the proportion of workers covered – 

i.e. those involved in the schemes concerned – in Germany, Italy (in the form of Cassa 

Integrazione Guadagni, CIG), Belgium, the Netherlands and Slovenia. The evidence indi-

cates that they were effective in maintaining jobs in these countries, which tended to expe-

rience a smaller reduction in employment over the recession than others, given the extent 

of decline in GDP. In the Chemicals industry, it is worth noting the Joint declaration on 

avoiding redundancies in the industry which was adopted by EU Federations of workers 

and employers in March 2009. 

 

In the case of extended leave schemes, it should be noted that they did not in all cases 

involve paying workers when they were on leave. This was the case in Bulgaria and, in 

some cases, in Finland.  
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Table 5.5 

Summary of measures taken in countries to support jobs during the recession 

Type of measures Countries concerned 

Short-time work or temporary lay-offs 

schemes 

Schemes in place before the crisis: BE, DE, DK, IE, ES, FR, IT, CY, 

LU, AT, RO, FI, NO, TR, USA 

Newly introduced schemes: BG, CZ, HU, LT, LV, MT, NL, PT, PL, SI, 

SK, SE (manufacturing), HR 

[With compulsory training: CZ, HU, CY, MT, NL, PT, SI] 

Employee leasing FR (Metals), DE (Metals, chemicals) 

Extended holidays or career 

breaks/sabbaticals 

LT, BG, NL (Metals), UK, FI, IE 

Flexible working arrangements EE, ES, PL, BG, NL, FR, LT, UK 

Pay freezes/cuts BE, BG, DE (metalworking, textiles and chemicals), EE, IE, EL, ES, 

FR, HU, IT, LV, LT, NL (Metals), PT, SK, SI, FI (Manufacturing), SE 

(engineering, architectural consultancies), UK (mainly in the public 

sector) 

Old car buy-back schemes DE, IE, FR, ES, AT, IT, UK, TR, USA 

Access to credit for enterprises LT, DE, ES, FI, IE, IT, PL, UK 

Business start-up incentives LT, BG, EL, IT, IE, UK, PL, ES, FI, HR, UK 

Wage subsidies LT, BE, NL, BG, UK, AT, EE, CY, PT, SE, FI, UK, FR, EL, IE, ES, HR, 

PL 

Reduction in non-wage labour costs LT, DE, FI, BE, FR, CZ, PT, UK, HU, IE, PL, SI, NL, IT, TR, UK 

Public works for unemployed LT, IE, LV, HR, TR 

Training and work experience programme CZ, EE, ES, NL, CY, PL, SE, IE, UK, FI, LV, AT, MT, PT, FR, BE, EL, 

IT, BG, LT, RO, DK, HR, TR, UK 

Corporate tax cuts LT, ES, FR, PL, UK 

Job-search assistance BE (Banking), DK, DE, LT, FR, EE, IT (Chemicals), FI, UK, AT, EL, 

BG, FR, PL, NL, ES, HR 

Reduced statutory minimum wage PL 

Fixed-term employment contracts LT, DE (Metals), PL 

Income support to families ES, FI 

Public investment DE, ES, UK, USA 

Sources: OECD, Addressing the labour market challenges of the economic downturn, 2009 

Industrial Relations in Europe, 2010 

Joint EMCO-COM Paper, The employment crisis: policy responses, their effectiveness and the way ahead, 2010 

OECD, The Role of Short-Time Work Schemes during the 2008-09 Recession, 2011 

European Economy, Short time working arrangements as response to cyclical fluctuation, 2010 

IZA, Short-Time Work Benefits Revisited: Some Lessons from the Great Recession, 2011 

Eurofound, Extending flexicurity – The potential of short-time working schemes, 2010 

Eurostat, Labour Market Policy Database 

Sectoral employment 2010 - 13 case-studies (DE, EE, ES, FI, FR, IE, IT, LT, PL, UK, HR, TR, US) 

 

 

Flexible working arrangements to a large extent involved a shift from full-time to part-time 

jobs, which shows up in the statistics as indicated earlier, as well as an expansion of fixed-

term or temporary contracts, as, for example, in the case of France. 
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Pay freezes or even reductions in wages were also a widespread means adopted of reduc-

ing the labour costs of companies to help them remain in operation during the economic 

downturn. In many cases, however, they have been extended to the recovery period on 

the grounds that they were necessary to help companies find the finance for expansion 

and so to enable more jobs to be created. In a number of countries, they have represented 

a source of conflict between employers and trade unions, though equally there are many 

cases too where they have been negotiated by trade unions as a means of saving jobs. In 

Germany, provisions have been included in some collective agreements to allow compa-

nies to depart from agreed pay schedules if they are facing economic difficulties.  

 

Similarly in Finland, the recession has led to moves to decentralise pay bargaining to com-

pany level and to link it specifically to the economic situation in order to give companies a 

better chance of remaining in business and of maintaining jobs. 

 

Wage subsidies have in many countries been introduced or extended specifically to help 

particular groups of workers into employment, such as young people or the unemployed, 

while in Poland, they have been adopted as a means of expanding employment in low-

paid jobs.  

 

Young people, who have been severely affected by the recession and the lack of job crea-

tion which it has involved, have been a particular target for Government support, in the 

form of work placement programmes (as in Ireland), work experience or training guaran-

tees (as in the UK), or intensified job search assistance (as in France) if they have been 

unemployed for any length of time. 

 

5.4 Employment prospects in the 12 selected sectors 

The public sector financial problems across the EU, which have led to financial market 

pressure on a number of Eurozone countries with large borrowing needs, as well as to 

governments taking action to cut budget deficits, raise the distinct possibility of renewed 

recession in the short-term and at best low growth. The modest recovery which has oc-

curred so far has largely been export-driven, with the Motor vehicles and engineering in-

dustries, in particular, experiencing significant growth primarily because of the expansion of 

markets in the emerging economies, especially in Asia and Latin America, and only to a 

limited extent because of growth of demand in the EU. This has benefited some countries 

more than others, most especially, Germany, because of the nature of the industry there 

and its specialisation in advanced, high valued-added products, the demand for which has 

expanded particularly rapidly in developing economies as income has risen. 

If the European economy remains depressed or fails to grow more than modestly, this pat-

tern is likely to continue in future years, with major implications for the structure of the in-

dustries covered here and their distribution across the EU. As the European representative 
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of the Chemical industry made clear, in these circumstances, investment in future years is 

likely to be increasingly concentrated outside of Europe in countries where the market is 

growing rapidly. Accordingly, employment in the industry in Europe would decline by even 

more than it is already likely to. Much the same applies in the other industrial sectors, 

where in a number of cases, such as Motor vehicles and Electronics as well as Textiles, 

the motivation for investment to locate where markets are growing most rapidly is com-

bined with a concern to locate where labour costs are lowest. 

In the Motor vehicle industry, according to representatives at EU-level, there is a problem 

of over-capacity in Europe which the down-sizing, redundancies and plant closures during 

the recession did not fully resolve – in part because of the actions taken to preserve jobs. 

Restructuring of the industry, therefore, still has to occur in future years (see Annex). This 

will inevitably involve job losses, or at best limited employment growth over a number of 

years if growth of the EU economy at a reasonable rate can be achieved in the longer-

term, which will affect some countries more than others, especially those in the EU15 

where volume car production is concentrated. At the same time, the development and 

growth of electrically-driven cars, which involve fewer components, could equally lead to a 

decline in employment in the industry, as well as further restructuring with the possible en-

try of new companies. 

In Construction, where international trade is of limited importance, future employment pro-

spects depend very much on government policy and, in particular, on whether public in-

vestment continues to be restrained by financial problems and a concern to reduce budget 

deficits. According to industry representatives, this is as true of Germany as of Spain 

where employment in construction has fallen precipitously since the onset of the financial 

crisis and public investment has been cut back markedly. A similar point was made by rep-

resentatives of the Basic metals industry, who equally called for increased public expendi-

ture, or lower taxes, to stimulate growth. 

Although independent forecasts of employment developments in the sectors covered here 

are available in a number of the countries, these in nearly all cases were made a year or 

two ago before the debt crisis, resulting from the recession and the measures taken to 

counter it, began to depress economic activity and to dampen prospects for recovery over 

the next year or two. Accordingly, they tend to be more optimistic about medium and long-

er-term prospects than at present seems justified.  This not only has implications for the 

overall projections of employment growth produced but also potentially the structure, or 

composition, of job growth since sectors are affected differentially – as is clear from the 

above analysis of periods of economic downturn – by the rate of economic growth being 

higher and lower.  

 

Equally, they are also affected in different ways by the rate at which the EU economy 

grows relative to economies in the rest of the world and by the extent to which they are 

involved in exporting as opposed to producing for the domestic market. The performance 
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of German manufacturers over the last year or two since the trough of the recession was 

reached – and, in particular, their success in exporting to developing economies – and the 

effects of this on the domestic economy is an ample illustration of the importance of such 

differential effects. The rate of growth of the EU economy relative to the rest of the world, 

therefore, not only affects the relative prospects for different sectors but also the prospects 

for individual sectors in different EU countries depending on both their overall competitive-

ness in global markets and the markets in which they are most represented. 

 

The other main deficiency of existing forecasts is that those undertaken for particular sec-

tors in individual countries tend to limit their scope to that sector alone without taking suffi-

cient account of developments in the wider economy, let alone in the rest of the world, and 

the way that these affect the sector concerned. More often than not, they are based essen-

tially on extrapolations of past trends, which in the present context, means trends which 

were evident before the onset of the crisis, and, accordingly, fail to take account of underly-

ing changes in the structure of the economy since then. This criticism carries over to some 

of the more general forecasts which cover all the sectors, at various levels of disaggrega-

tion, but which do so by examining the prospects for each sector separately and so leave 

the interdependencies between sectors out of account31. 

 

The one set of medium and longer-term projections which cover all sectors – as well as all 

EU Member States – and explicitly take account of the interdependencies between them is 

that produced by Cedefop as a basis for identifying future skill needs across the EU. These 

projections too, however, were produced before the full extent of the implications of the 

present debt crisis became evident and, accordingly, may turn out to be over-optimistic. 

There are also some question-marks over some of the details of the projections. According 

to the base, or central, projection, employment is likely to decline over the long-term in 

most of the manufacturing industries covered here in Germany, Estonia, the UK and Po-

land, which in the last would represent a major change in the tendency for employment to 

increase which is evident over the crisis period.  

 

In Lithuania however, manufacturing (and in particular Machinery and equipment) is fore-

cast to be one of the main sources of growth, together with services (Real estate and busi-

ness activities and Public services). The largest reductions in employment in this country 

are forecast in Accommodation and food services as well as Textiles.  

 

In Spain too, much of the future employment growth is forecast to be in the manufacturing 

sector (especially in Motor vehicles, Basic metals and Machinery and equipment), which 

would represent a marked turnaround from recent experience, which has seen large-scale 

job losses over the crisis period, with very few signs of any reversal. The only one of the 

                                                           
31 See, for example, Centre d’analyse stratégique, Les secteurs créateurs d’emplois à court-
moyen terme après la crise (La Note d’analyse, Nov 2010 
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manufacturing sectors covered which showed any increase in employment in the first part 

of 2011 relative to a year earlier is Electronics. In all the other manufacturing sectors, em-

ployment continued to decline over this period, even if at a slower rate. The employment 

growth forecast in Motor vehicles and Basic metals is especially open to question given 

recent experience and given also the tendency also for growth in these industries to take 

place increasingly outside the EU15, particularly in the volume end of the car industry 

which is where Spain tends to specialise and where over-capacity in Europe at the present 

time is most acute. 

 

In Finland as well, the forecast is for employment to increase in two manufacturing sectors, 

Electronics and Motor vehicles, which in the first case would be in line with the growth ex-

perienced over the years leading up to the recession and in the second would be contrary 

to the pre-recession experience but would continue the growth shown in 2011. A significant 

increase is also forecast in Distribution whereas employment in Financial services is pro-

jected to decline significantly over the longer-term, which would be in line with the long-

term downward trend evident before the recession struck but not with the experience over 

the crisis period when employment in this sector has risen slightly. 

 

In Italy, significant employment contraction is expected in Textiles, Motor vehicles and Fi-

nancial services whereas employment is expected to grow over the long-term in Machinery 

and equipment, though, as indicated above, the significant productivity overhang built up 

over the recession period is likely to delay any net job creation.  

 

In France, Estonia, Poland and the UK, employment increases are forecast in Construc-

tion, though, as indicated above, this is likely to depend critically on the government policy 

and the extent to which public finances provide room for investment in infrastructure. In 

Estonia, significant job growth is also projected in Hotels and restaurants as well as Rub-

ber and plastics and Chemicals (the only manufacturing industries where employment is 

forecast to expand). 

 

In Ireland, high rates of employment growth are forecast, once recovery gets underway, in 

Chemicals and Metal manufacture as well as in Business activities, which as indicated 

above, seems to have largely escaped the crisis. By contrast, employment is projected to 

continue to decline in Textiles – as in virtually all EU countries – Construction and Distribu-

tion, though in Construction, given the scale of job losses which have already occurred, the 

scope for further reductions seems limited. Future prospects for recovery in employment, 

especially in manufacturing, though also in some degree in Business services, depend 

very much on the behaviour and performance of multinationals which were the main 

source of economic growth in the country before the crisis. 
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In the UK, much of the net additional jobs in future years, as in the past before the reces-

sion, are projected to be generated in Business services (+25%). Similarly, in Poland, em-

ployment in Business services is expected to grow, though here along with employment in 

Distribution. 

 

The projections of employment growing in services, which is a common feature of the long-

term forecasts, are, however, likely to be accompanied by an expansion of part-time work-

ing, continuing both the long-term trend evident before the recession and the shorter-term 

tendency for more people to be employed in such jobs over the crisis period. In Germany, 

in particular, part-time working is increasing especially fast in Distribution and Hotels and 

restaurants. Whether this shift towards part-time working is also likely to continue over the 

long-term in the EU12 countries is more questionable given that it is accompanied by lower 

wages as well as shorter working hours and given also the low earnings levels which pre-

vails in the countries concerned. 

 

Temporary-agency work is also expected to gain in importance in many countries, espe-

cially in the more basic services and Construction. 

 

5.5 Projection of skill needs 

Projections of skill needs for the countries in which they are available indicate that in most 

cases, unsurprisingly, the main growth in demand is likely to continue to be for higher edu-

cated workers (managers, professionals as well as technicians and associate profession-

als), which in virtually all countries have been the main source of net job creation for many 

years. The demand for sales and service workers is also projected to increase in most 

countries, but especially in Germany, Poland, Ireland and the UK. More surprisingly per-

haps, the number of low-skilled manual workers is forecast to grow as well in Germany, 

Italy, Finland, Estonia and Lithuania (and marginally in Ireland). A feature of long-term de-

velopments, however, before the onset of the recession in the EU15 at least was for the 

share of such workers in total employment to remain broadly unchanged and to increase 

relative to skilled and semi-skilled manual workers who were more vulnerable to the 

spread of automation. 

 

On the other hand, a reduction in demand is projected for clerks and office workers in 

Germany, Italy, the UK, Finland, Estonia and Lithuania.  

 

Meeting the increased demand for high-skilled workers may prove to be problematic in a 

number of countries. In Germany, in particular, where a large proportion of young people 

go through the dual education system (where classroom teaching is combined with on-the-

job training), there is a concern that the demand for professionals may be difficult to meet 

because the relative number of young people graduating with university degrees is com-
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paratively small. Moreover, unlike in many other countries, it has not tended to increase 

much over many years.  

 

A recent projection in Germany of the demand for particular skills and of their future supply, 

however, concluded that the supply of tertiary-educated people was likely to grow over the 

long-term (up to 2025) in excess of demand, which was expected to result in the people 

concerned taking up employment in lower level jobs which do not necessarily require their 

levels of education32. On the other hand, an alternative projection as part of the same study 

indicated that supply shortages of university graduates or those with equivalent qualifica-

tions were likely to remain a problem, illustrating the difficulty of making long-term projec-

tions of skill requirements and prospective shortages and the variation which can occur by 

changing the underlying assumptions or the properties of the model used. 

 

There are likely to be similar shortages of tertiary-educated people in Estonia and Lithuania 

if the economic recovery continues, though here it is because of the large-scale emigration 

of young people, many of whom are well-educated, especially to EU15 countries. 

 

At the same time, information from industry representatives at EU-level suggests that in 

some industries, Chemicals being a case in point (see Annex), there could well be skill 

shortages as regards skilled manual workers, those involved in processing in particular, 

This is not necessarily because of an overall shortage of people with the skills in question 

but because of a difficulty of the industries concerned in attracting them. Young people, 

therefore, tend to be deterred by the unfavourable image of many manufacturing industries 

from pursuing a career path, and undertaking the associated education and training, in the 

industries concerned. This applies not only to Chemicals but also to Textiles and Basic 

metals which are seen as either being in decline or having poor working conditions and, 

accordingly, offering limited opportunities for advancement and obtaining high levels of 

salary in future years. The aim in these industries needs, therefore, to be both to encour-

age education and training providers to offer appropriate programmes in line with their 

needs and to encourage young people to pursue such programmes while at the same time 

trying to change the image of the industries. 

 

In Motor vehicles, there is some uncertainty about the specific nature of future skill needs 

given the likely growth of electrically-driven cars, for which the labour skills required are not 

at present fully known. This is just one example of a general problem of forecasting skill 

needs into the long-term when technology is likely to change markedly so that in a number 

of cases the products manufactured, the production methods and materials used and, 

therefore, the specific tasks involved in the manufacturing process could well be substan-

tially different even in 5 years’ time from those at present. In such a context, it is only pos-

                                                           
32 See Zika, Gerd, and Helmrich, Robert (2011), ‘Qualifikations- und Berufsfeldprojektionen bis 
2025’, Sozialer Fortschritt, 08/2011, 
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sible to give a broad indication of future skill requirements, in generic terms rather than in 

terms of particular narrowly defined occupations. This means that while it is possible to 

predict that there will be a growing need for computer skills among both process workers 

and skilled manual workers (such as mechanics, toolmakers, machine tool setters and so 

on) as well as among professionals and those in managerial and administrative positions, it 

is difficult to know which specific jobs will expand and which new jobs will emerge. 

 

5.6 Government measures to support industrial development 

 

There is wide agreement across the industries covered that governments need to support 

the increased flexibility which employers have gained over the recession period over the 

organisation of their work force and working time. This has been important in enabling 

companies to adjust hours and days of work in line with the demand for their output and so 

avoid making people redundant. In a number of countries, this has been achieved through 

bargaining with trade unions and enshrined in collective agreements, though it has been 

supported by government measures subsidising short-time working arrangements and by 

changes in labour law where necessary. The need for flexibility and, accordingly for gov-

ernment support, is thought to be important in future years not only to safeguard jobs but 

also to help maintain competitiveness in an increasingly globalised market.  

 

This in effect means the pursuit and strengthening of a flexicurity approach on the part of 

national governments across the EU, which all of them have signed up to but which up to 

now has only partly been implemented in many cases, in the sense that ensuring security 

for workers has lagged behind action to increase labour market flexibility. Putting a fully-

fledged policy in place, however, is under threat from the priority given at present in most 

parts of the EU to fiscal consolidation to reduce budget deficits. This severely constrains 

the resources available to fund the income support and active labour market measures 

required to provide an effective safety net and other forms of assistance for those out of 

work, vulnerable to losing their jobs or failing in their business ventures. 

 

In the two industries covered which are particularly vulnerable to competition from develop-

ing countries, Textiles and Basic metals, there are strong calls for government support at 

EU level to ensure that competition takes place on a level playing field and that producers 

in other countries do not have an unfair advantage from subsidies or lax regulations on 

their production methods and emissions. Such a focus, however, carries the risk of divert-

ing attention away from the action which is more directly under the control of companies in 

the industries concerned, which is to improve their competitiveness not only by increasing 

efficiency and reducing the costs of production, but also, and perhaps more importantly, by 

improving the quality of products, their design, the new lines developed, their marketing 

and so on.  
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In the industries covered, especially in the Motor, Chemicals and Rubber, plastics, etc. 

industries, similar calls for government support at EU-level have focused on trying to en-

sure that the legislation and regulations in place – restricting emissions, safeguarding the 

health of workers and the general public,  and so on – are reasonable in terms of the ability 

of EU producers to compete with those from other counties and are introduced with suffi-

cient advance warning to give them a chance of making the necessary modifications in a 

cost-efficient way.  

 

There is more general agreement about the importance of government support for R&D 

since innovation – which is dependent on R&D – is considered to be key to EU-based 

companies competing effectively on world markets, even in traditional industries such as 

Textiles and clothing, and being able to generate the income required to sustain growth 

and job creation across the economy as a whole. 

 

Above all, however, it is considered important for governments to invest in education and 

training which is essential to ensure the future availability of a suitably skilled work force for 

industries to draw on. The skills in question are not only high level ones possessed by en-

gineers, computer scientists, financial experts, managers and so on, but also vocational 

ones which those directly involved in the production process itself require. Although the 

demand for such skills has tended to decline over the past, it is still the case that there 

could be a future shortage of the skills concerned as present workers retire. As indicated 

above, however, the provision of the requisite education and training programmes needs to 

be accompanied by action within the industries themselves to improve their image and to 

encourage young people to join them, though government’s also have a role in persuading 

young people to pursue the fields of study in question.  
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Annex Table: Sectoral anti-crisis measures 

France Hotels and restaurants Since July 2009, the sector benefits from a special reduction in 

value added tax (from 19.6% to 5.5%).  

However, in the context of the recent austerity plan adopted in 

November 2011, the rate is now increased to 7%. 

Automotive industry A car scrappage scheme (1,000 EUR) was introduced in De-

cember 2008 (ended in December 2009).  

This complements the "green bonus-malus" in place since 

January 2008. 

Metalworking A sectoral agreement signed in May 2009 promoted the use of 

"employee leasing" (employers loaning surplus staff to other 

companies experiencing personnel shortage). 

Chemicals, 

Metalworking 

Sectoral agreements were signed in 2009 providing training 

during periods of short-time work. 

Spain Hotels and restaurants In December 2008, new credit lines were created to help the 

tourist sector improving energy saving and environmental protec-

tion (the financing line amounted to 400 million EUR in 2009). 

Environment protection The Law on sustainable economy (LSE) of March 2011 pro-

vides incentives to environment-related sectors. 

The LSE for instance provides an 8% tax credit for investment 

in tangible assets to protect the environment.   

Automotive industry A car scrappage scheme introduced in September 2008 (ended 

in October 2010) offers up to 2,000 EUR for the purchase of a 

new car (500 EUR coming from the State, 500 EUR from the 

regions and 1,000 EUR from the manufacturer). 

Miscellaneous Within the Special Fund for Employment and Economic Reacti-

vation (SFEE): 

- 705 million EUR was dedicated to public infrastructure 

- 490 million EUR to create employment in Research, Devel-

opment and Innovation 

- 430 million EUR to create employment in social tourism and 

social services  

- 575 million EUR to create employment in activities related to 

the environment  

- 800 million EUR to maintain employment in the motor vehi-

cle sector. 

Finland Construction In January 2009, public spending was increased by 1.2 billion 

EUR (of which 140 million EUR for construction and transport). 

In September 2009, a separate stimulus package (330 million 

EUR) was mainly allocated to the construction, wood pro-

cessing, shipyard industries, and for research and develop-

ment.  

Technology A 3-year agreement was signed in April 2009, decentralising 

the pay bargaining to company level, with the possibility of no 

wage increases in poor circumstances in order to secure em-

ployment. 

Germany Construction Economic stimulus packages (November 2008 and January 

2009) aimed to increase public investment in transport and 

construction. 

Automotive industry A car scrappage scheme was introduced in January 2009 

(ended in September 2009). 

Moreover, car tax was not applied for cars bought in 2009. 
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Metalworking In North Rhine-Westphalia, the "Future in work" agreement 

(March 2010-June 2012) included a reduction of working time 

from 35 to 28 hours with a compensation as well as a reduction 

in Christmas and Holiday allowances depending on actual 

working time.  

In Baden-Würtenberg, the April 2009 agreement introduced 

new models for compensating employees on short-time work 

and allowed companies to employ staff on fixed-term contracts 

for up to 4 years (the statutory maximum duration is 2 years). 

Chemicals, 

Metalworking 

An agreement on "employee leasing" was signed April 2010 in 

the Chemicals industry as an alternative to short-time work or 

redundancy. 

A similar agreement was applied in December 2009 in the 

Metal sector in North Rhine-Westphalia. 

Metalworking, 

Textiles, 

Chemicals 

More flexibility and decentralisation in the pay setting ("opening 

clauses": companies facing economic difficulties are allowed to 

deviate from the sectoral agreements provisions on pay rises) 

in return for employment guarantees. 

Ireland Construction The Redundant Apprentice Placement Scheme was introduced 

in 2009 for apprentices made redundant as a result of the 

recession. The aim is to give them the chance to complete their 

on-the-job training. 9 trades are covered, mainly in the con-

struction industry (such as plastering, plumbing and bricklay-

ing). Since 2010, the programme also covers other sectors 

(such as motor mechanics and heavy vehicle mechanics). 

Automotive industry A car scrappage scheme was introduced in January 2010 

(ended mid-2011).  

Hotels and restaurants In July 2011, the VAT on hotels, restaurants and various tourist 

activities, venues and services was reduced from 13.5% to 9% 

(up until end-2013) to boost sales and maintain employment.  

It is also planned to suspend the tax on air travel (3 EUR per 

passenger) in order to encourage more visitors.  

Moreover, the Short-stay Visa Waiver Programme launched in 

July 2011 allows visitors from 16 countries to travel to Ireland 

without a visa if they already have a valid British visa.  

Italy Automotive industry A new car/motorbike scrappage scheme started in February 

2009 (ended in December 2009). 

Metalworking An agreement in October 2009 created a special income-

support fund for workers affected by temporary lay-offs/short-

time working due to the crisis. 

Chemicals An agreement signed in December 2009 provides special 

training for workers made redundant or temporarily laid-off. 

Miscellaneous In 2010, policy intervention (300 million EUR) was concentrated 

in 10 sectors. The main measure was a consumption bonus on 

expenditure on domestic appliances, furniture, motorbikes, 

energy efficient houses, agriculture and construction machinery 

and equipment, access to broadband for those under 30 and 

boating.  

In addition, the textile industry received 70 million EUR for firms 

investing in new lines.    

Turkey Automotive industry Special consumption tax reductions for motor vehicles, motor-

cycles and household appliances were introduced in May 2009 

(up until October 2009).  

UK Automotive industry The "Cash for Clunkers" scheme was applied from May 2009 



216 

until March 2010. 

Source: Sectoral employment case-studies, European Commission, Industrial Relation report, 2010 
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Annex: Information received from sector representatives 

A questionnaire (reproduced at the end of the annex) was prepared and sent out to 

European-level representatives in the 8 industrial sectors covered by the study. Replies 

to some of the questions were received from representatives of the Chemicals, Engi-

neering, Metals and Construction industries, in the first case through interview, while 

representatives of the Motor vehicles industry sent relevant documents which con-

tained answers to many of the questions. In the case of Textiles and the Engineering 

industries, relevant information was extracted from published documents. A summary 

of the information used in the present report is set out below. 

 

Textiles 

(Information from EURATEX – European Apparel and Textile Confederation – Annual 

Report, 2010) 

Two special measures introduced at EU level to counter the recession at the end of 

2008 were of particular importance for the Textile industry  – an increase in the State 

aid allowed to support companies (to up to EUR 500,000 per company) and the activa-

tion of an export credit measure. Both measures helped SMEs in particular to withstand 

the effects of the crisis, both by supporting investment and assisting them to preserve 

export market shares. In the face of a deterioration in the economic situation in the EU 

These measures were prolonged by an additional year up until the end of 2011.  

According to industry representatives at EU-level, government support is needed to 

create the conditions for the sustainable development of the industry across the Union, 

which involves adopting appropriate measures to ensure protection of the environment, 

energy and water efficiency, safety at work and high social standards. Such an ap-

proach, it is considered would help improve the image of the industry as well as gener-

ating new market opportunities. Support is equally needed to stimulate investment in 

R&D and innovation, which is the basis for the growth of the industry. 

 

Chemicals 

(Information received via interview with Andreas Ogrinz, European Chemical Employ-

ers Group, (ECEG) 

Measures implemented to weather the crisis 

The effect of the crisis on the Chemical industry varied between countries. Output fell 

particularly sharply in Finland, leading to a substantial decline in employment (of over 

26% between the first quarters of 2008 and 2009). Flexibility measures (involving a 

reduction in working-time, such as through short-time working schemes, as well as 

more flexible pay rates) have been widely used in order to maintain jobs, most espe-

cially in Germany, In this regard, opening clauses were introduced in collective agree-

ments to allow companies facing difficulties to deviate from the terms of the sectoral 
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agreement by reducing working hours and/or limiting pay rises. Industry representa-

tives expect that such measures will remain important in future years and that they may 

even become more so. 

Main factors affecting long-term trends 

The Chemicals industry in the EU is still very competitive in world markets. Neverthe-

less, employment in the sector is expected to decline in future years as markets out-

side Europe grow much faster and companies direct investment to the countries con-

cerned. 

In recent years, although there are a few examples of companies relocating some pro-

duction to the EU12 countries (Henkel, a German chemical company, being a promi-

nent case in point), there has been no widespread tendency in this respect. This is pri-

marily because low labour costs are not a prime factor in international competition and 

being located close to the market is more important than producing in places where 

wage costs are low. Accordingly, there has been a notable shift in the industry towards 

emergent countries (such as China, India and Brazil) in the recent past as companies 

seek to develop new markets.  

Measures to support employment in the sector 

The regulation imposed on the industry need to be carefully formulated so that they 

take account of environmental and safety concerns but at the same time avoid impos-

ing excessive costs on the industry which are likely to have an adverse effect on its 

development and therefore on employment.  

There is an equal need for governments collectively to support research and innovation 

which is key to the industry in the EU remaining competitive. Above all, however, it is 

important for governments to invest in education and training which is essential to en-

sure the future availability of a suitably skilled work force for the industry to draw on. 

Despite the depressed nature of the EU economy, therefore, the industry is still affect-

ed by shortages of particular skills. The need in the future is not only for people with 

high education levels to fill the top positions as scientists, engineers and managers but 

also for those with vocational education and training to work in lower level positions, 

such as process operators.  

It is not sufficient, however, that more young people with appropriate qualifications are 

educated and trained. There is still a need for the industry to be able to recruit the peo-

ple concerned and at present it suffers from a poor image among young people who 

prefer to pursue career opportunities in other sectors. It is important, therefore, that 

efforts are made by the industry to develop a more attractive image, through promo-

tional campaigns targeted at schools, colleges and universities, so that companies can 

recruit the people they need. 
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Basic metals 

(Information from EUROFER - European Steel Association) 

Measures implemented to weather the crisis  

Three broad types of measure were implemented in a number of countries in response 

to the economic crisis: 

 short-time working schemes under which workers attended the workplace for a 

shorter time than usual, such as for 3 days per week instead of 5 in order to 

avoid redundancies;  

 temporary lay-offs, or ‘economic’ unemployment, under which workers were 

asked to stay away from the workplace for a period of time but kept their con-

tracts of employment and were not made redundant; 

 voluntary early retirement. 

The first type of measure was important in maintaining jobs and avoiding redundancies 

in the EU steel industry. The second type of measure was less important, though in 

some cases, it was combined with offering employees the possibility of participating in 

training sessions during the period of lay-off. The third type of measure seems not to 

have been used extensively. 

Measures of these kinds generally came to an end at the beginning of 2011. 

In some countries, however, no short-time working schemes were introduced to sup-

port employment during the crisis period. 

Main factors affecting long-term trends 

The financial crisis, which struck in 2008, is considered, with its social and economic 

consequences, to be the biggest economic challenge since the founding of the Euro-

pean Coal and Steel Community in 1951. Confidence in the financial system complete-

ly collapsed. Banks were extremely reluctant to lend and the risk-aversion of credit in-

surers became a major impediment to trade. Consequently, the European steel indus-

try experienced a collapse in demand from the end of 2008 onwards. Order levels fell 

by almost 60% and apparent consumption by 30%. Capacity utilisation fell to 30% on 

average and steel prices declined by 50%. More than 120,000 people (27% of the 

workforce in the steel industry in the EU) had either lost their jobs or were on short-time 

working or temporary lay-off schemes at the end of March 2009. 

Measures to support employment in the sector 

The restoration of normal financial market conditions and the preservation of jobs are 

the cornerstones for the recovery of the European economy. According to the industry, 

the measures called for to support employment in the steel industry in both the short 

and longer-term are: 

1. Short term measures to increase liquidity and secure employment 

 there is a need to secure liquidity through banks and the ECB to avoid a further 

deterioration of the EU economy; 
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 banks need to increase credit facilities for steel industry customers so that they 

can place orders; 

 stimulus measures, in the form of increased public expenditure and low taxes  

need to be implemented in a timely and effective way; 

 EU-wide support measures need to be put in place to assist workers subject to 

temporary short-term working, enabling employers to hold on to valuable skills 

and avoid hard redundancies. 

2. Measures to ensure a level playing field on trade: 

 there is a need to initiate all means of dialogue with EU main trading partners in 

order to communicate the difficult situation on the EU steel market; 

 at a time when EU companies are reducing supply to bring it into line with 

plummeting demand, it is essential that there is strict enforcement of the EU 

trade laws. Appropriate trade action needs to be taken if the EU market were to 

be destabilised by a surge of imports from third countries; 

 all protectionist measures need to contested vigorously, including the use of tax 

and trade tariff policies aimed at stimulating exports or restricting imports from 

our major trading partners; 

3. Other measures for the medium to long term: 

 fiscal stimulus should be used to improve infrastructure and logistics (in 

transport, energy and telecommunications) across the EU; 

 support for R&D and innovation in the steel industry should be boosted; 

 there is a need to ensure that the implementation of the ETS (Emissions Trad-

ing Scheme) Directive for phase 3 does not result in an additional cost burden 

on industry. 

 

Engineering industries  

((ORGALIME – covering Machinery and equipment, Electrical and electronic equip-

ment and appliances and Metal products, Press statement, October 2011) 

Relatively high growth of output in the mechanical, electrical and electronic engineering 

industries in the EU in the two years 2010 and 2011 was mainly due to the expansion 

of emerging markets in Asia and Latin America and the consequent increase in de-

mand for investment goods. Although demand for such goods also picked up in the EU, 

it did so only to a modest extent. Moreover, demand eased off during 2011 as a conse-

quence of overall low growth in Europe, fixed investment in industry remaining well 

below its 2008 peak.  

Much the same pattern of development applies to Metal products. The unfavourable 

short-term prospects for economic recovery in the EU are likely to reduce the growth of 

both engineering output and that of metal products over the next year. 
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Motor vehicles  

(Information extracted from Working documents sent by ACEA, European Automobile 

Manufacturers Association) 

Measures implemented to weather the crisis 

The introduction of car-scrapping schemes visibly helped to stabilise the market for 

motor vehicles and the industry (in the shape of ACEA, the EU Automobile Manufac-

turers Association) has estimated that such schemes forestalled, if not ultimately pre-

vented, the loss of up to 120,000 jobs in the industry.  

In addition, flexible collective bargaining allowed companies to deal with a substantial 

reduction in production by adjusting working conditions and working-time arrangements 

instead of through large-scale redundancies. The measures introduced include tempo-

rary wage freezes and short-time working and partial unemployment schemes com-

bined with training during periods of when work was slack and were implemented in 

such a way that that they could be quickly reversed when necessary.  

Several Member States also introduced packages of support measures, including soft 

loans and state guarantees, to enable investment, and employment, to be maintained 

in R&D programmes especially.  

National measures were supplemented by action at EU level targeted at the automotive 

sector – in particular, the Green Cars Initiative, which was included as part of the Euro-

pean Economic Recovery Plan and which, as well as providing loans through the Eu-

ropean Investment Bank, made available a total of EUR 1 billion for R&D through joint 

funding programmes of the European Commission, Member States and the industry. 

The rules of the European Globalisation Adjustment Fund (EGF) were also revised to 

provide support for workers made redundant as a direct result of the global financial 

and economic crisis as well as of globalisation. By February 2011, 13 applications had 

been submitted by 8 different Member States for support measures amounting to EUR 

192.8 million (EUR 120 from the EGF) in relation to the automotive industry which had 

by then assisted over 18,000 workers by financing their training or re-training. 

Assessment of the actions taken to support employment 

While the overall effect of car scrapping schemes was positive in helping manufactur-

ers maintain production and employment during the recession, the ‘pay-back’ effect is 

visible in a number of countries, most visibly in Germany where the scheme was the 

most generous and where a 23% decline in sales was recorded in 2010 as compared 

with 2009. 

Component suppliers, however, received much less public support and through they 

indirectly benefited from the measures taken to assist vehicle manufacturers, they were 

more affected by the crisis, though this was less the case for major suppliers which 

were able to access EIB loans. 

According to a number of commentators, the opportunity was missed of taking full ad-

vantage of the crisis to undertake the long overdue restructuring of the industry in the 

EU to reduce overcapacity. Though there was some consolidation of the industry, it 
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was not sufficient and the lack scale and profitability of many manufacturers and deal-

ers could hamper the competitiveness of the industry in several Member States in the 

coming years. 

Development of the industry over recent years 

There have been significant shifts in the pattern of global sales over recent years to-

wards smaller cars with lower emissions as well as between different parts of the world. 

This is likely to continue in the future. By 2009, 25% of all new car sales in the EU were 

accounted for by those emitting less than 120g of CO2 per km. Nevertheless, the 

growth in demand in emerging markets has led to the increased sales of luxury car 

models, which is also likely to continue, benefiting some companies – and countries 

(Germany especially) – much more than others. Future developments in the structure 

of the industry in the EU depend very much on the relative growth of European and 

external markets as well as on how far the necessary consolidation of capacity takes 

place. 

Long-term challenges 

The main challenge in the longer-term is to maintain and strengthen the competitive-

ness of manufacturers in the EU by ensuring that the Union remains an attractive place 

to produce and invest in as compared with third countries where labour costs are lower 

and growth of the market is higher. New technologies, in particular, electrically-driven 

power units and in-car entertainment as well as new means of increasing safety, pro-

vide significant opportunities for the future growth of the industry in Europe, though 

taking advantage of these is dependent on the availability of raw materials and energy 

at suitable prices, a sufficient number of suitably skilled workers, access to finance and 

financial market stability and favourable overall macroeconomic conditions. ‘Smart’ 

regulation, especially as regards emissions, is also important as is the access of ex-

porters to third countries if manufacturers are to remain in the EU rather than relocating 

production to the countries concerned. Government policy has an important role to play 

in all of these areas. 

One important uncertainty, in addition to market growth, concerns the implications of 

the development of electrically-driven vehicles for both employment (how far the indus-

try is likely to become less labour-intensive because fewer parts are needed) and skill 

requirements. The skills required are at present not available on the labour market and 

education and training programmes across the EU need to be adapted to ensure that 

there is a sufficient supply of people with the requisite skills when they become evident. 

At the same time, electrification is likely to lead to structural changes in the industry 

with the emergence of new companies and the demise of some existing ones which 

could have important implications for employment in particular places. These in turn 

are likely to have social consequences which call for a need for public support, which 

implies a need to monitor the situation and to prepare plans in advance for dealing the 

consequences concerned. 
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Basic metals and fabricated metal products, Machinery and equipment and Mo-

tor vehicles 

(Information from CEEMET, Council of EU Employers of the Metal, Engineering and 

Technology-based Industries, received from representatives in Belgium, France, Neth-

erlands and Finland) 

Measures implemented to weather the crisis 

In Belgium, various measures such as the time credit scheme (entitling employees to 

take a career break) and short-time work were used during the crisis. Most importantly, 

a collective agreement was put into force which allows employers to suspend tempo-

rarily the employment contract of all groups of workers for economic reasons. The 

measures had a major effect on employment in the sector, reducing the number of re-

dundancies as compared with previous crisis periods, though at a relatively high cost 

into terms of social security expenditure. 

In France, a derogation to the regular short-time working scheme was applied in the 

industry (providing a higher level of remuneration and a higher financial support for 

companies). As a counterpart, enterprises have to maintain their level of employment 

for twice as long as in the regular short-time scheme. Companies and employees are 

encouraged to use this period for training (including outside usual working hours). In 

addition, an agreement in the metal sector was signed in May 2009. This promotes 

training measures during short-time work; aims at maintaining the same level of ap-

prenticeship and “Professionalisation contracts”; promotes measures to facilitate geo-

graphical mobility; and provides a strong incentive to use the “employee leasing” sys-

tem (allowing employers with surplus staff to loan them temporarily to another compa-

ny). The withdrawal of these measures (which are all still in place) would have a signifi-

cant and immediate impact on employment. Between end-2008 and end-2010, the out-

put of the metal industry decreased by 28% whereas employment declined by only 

10%. 

In the Netherlands, a series of measures were adopted to maintain jobs during the cri-

sis (none of which are any longer in place). Part-time unemployment benefits (coupled 

with training during periods of unemployment) were extensively used and contributed to 

saving jobs in the industry. On the other hand, students were encouraged to extend 

their education or training, which helped to limit the number of jobseekers in the sector 

significantly. In addition, the maximum number of fixed-term contracts was temporarily 

extended to four in 4 years for those under 27. In addition, some30 mobility centres 

were set up to assist the unemployed to find jobs. However, none of the three 

measures had a significant effect on employment. 

In Finland, temporary lay-offs were used extensively to limit the number of redundan-

cies. At the end of 2009, one worker in five (i.e. 57,000) in the metal industry was cov-

ered by the scheme. Specific agreements at the company-level limiting or delaying 

wage increases were also made possible.  
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Main factors affecting competitiveness and related policies 

Innovation is seen as the major factor affecting the development of the industry over 

the past 10 years in Belgium. Flexible working arrangements, automated production 

methods and relocation of low value-added products to other countries were imple-

mented to remain competitive. But it is considered that major efforts are still needed to 

stimulate innovation and reduce wage costs. Lifelong learning is a key issue: people 

have to work longer but become smarter. This can be achieved through “age manage-

ment” programmes (promoting longer and better quality working life).  

In France, the industry representatives call for more coherence between EU and na-

tional industrial policy in order to improve competitiveness. They also urge a shift from 

a consumer-oriented policy to a producer-oriented one. The demand for highly educat-

ed workers is expected to increase in future years. The industry is currently attempting 

to improve its attractiveness by promoting jobs in industry and science and technology 

studies as career choices for young people. 

In the Netherlands, the industry has had to face many challenges over the past 10 

years: globalization, EU enlargement, technological advances, innovation and ageing 

of the population as well as the limited availability of technical staff. Strategies to re-

main competitive include an increasing flexibility of working arrangements and organi-

sation of the workforce, ‘lean’ manufacturing and innovation as well as relocation to 

lower cost countries. Employment in the industry is expected to decline in the country 

over the next 10 years. But a shortage of high skilled technical workers is likely to occur 

due to technological innovations. In order to make sure that these skills will be availa-

ble, the industry is investing in lifelong learning and is upgrading education and voca-

tional training schemes. 

In Finland, globalisation and the changing age structure of the work force were the ma-

jor factors affecting the development of the industry. In order to remain competitive, it is 

considered that more flexibility in terms of working time is required as well in terms of 

wages. There is an increasing need for highly skilled graduates in mechanical engi-

neering and the metal industry due to the retirement of older workers. It is expected 

that the share of university/polytechnic graduates in the workforce will continue to in-

crease in all technology-based industries (mechanical engineering, metals, electronics, 

IT and consulting engineering). The industry representatives anticipate that skills, 

knowledge and competences (SKC) relating to the new technologies and their applica-

tion form the basis for competitiveness in the future. However in all technology-based 

industry jobs the importance of SKCs relating to consumer demand and sales, network-

ing and communications and energy efficiency is increasing. The industry is actively 

promoting the attractiveness of the sector among school-children and students. It is 

also involved in the major reforms currently underway in the education and innovation 

systems, it is promoting co-operation between companies and educa-

tion/training/research institutions and it is supporting good leadership and strategic 

management, long term investment in new capabilities and human resources and the 

internationalisation of SMEs through programmes such as TRIOplus. 
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Measures to support employment in the sector 

In Belgium, it is considered that more flexibility in terms of working arrangements with 

specific possibilities for the different activities would better support employment in the 

sector (the legislation could be improved).  

According to the industry representatives in France, a revision of the short-time working 

arrangements is needed in order to increase their flexibility and their duration. Moreo-

ver, they also call for the possibility of concluding “competitiveness/employment 

agreements” which allow for a reduction in working time and wages in exchange for a 

guarantee of employment. 

 

Construction 

(Information from received from the European Construction Industry Federation from 

questionnaire replies from the German, Spanish, Dutch and Portuguese Federations) 

Measures implemented to weather the crisis 

In the Netherlands, a temporary part-time unemployment scheme was implemented 

during the recession period which was withdrawn in July 2011. This was applicable to 

all sectors but had a very limited effect on employment. In the second half of 2011, the 

tax rate on house purchases was lowered in order to stimulate the housing market, 

which has had some effect on employment. 

It is considered that the part-time unemployment measure was withdrawn prematurely 

since the recession has never really come to an end so far as construction is con-

cerned and given the deterioration in the economic situation should now be reintro-

duced. 

In Germany, the Government introduced two economic stimulus packages totalling 

EUR 81 billion to counter the economic downturn in 2008-2009. Almost a quarter of this 

overall amount was directed at the construction industry, the measures including, in 

particular, increased investment in transport infrastructure and improvements in energy 

efficiency in buildings with the aim of reducing CO2 emissions. 

These measures were relatively important in helping to maintain employment in the 

construction industry. Although they came to an end at the end of 2011, the effect on 

output and employment in construction is considered to be relatively small.  

In Spain, two temporary funds for public investment in infrastructure in local areas were 

created (Fondo Estatal de Inversión Local, agreed at the end of 2008 and Fondo Esta-

tal para el Empleo y la Sostenibilidad Local launched in 2010. Both had come to an 

end by 2011 and though they had some effect, they could not prevent a large-scale 

decline in employment in the industry.  

In Portugal, legislation was introduced to enable employers to increase the flexibility of 

working time (Banco de horas) and to allow them to lay off workers for periods of time 

when there was insufficient work (Trabalho intermitente). At the same time, specific 

measures were taken by the government (such as Programa de Qualificação e Em-



226 

prego), to support earnings during such periods, though this was limited to 2009, or to 

reduce social contributions. 

Main factors affecting long-term trends 

The main factors which have affected the development of the industry in the EU over 
the past 10 years have been EU enlargement, which has led to an increased move-
ment of labour from the Member States entering the Union to the EU15 countries, to-
gether with improvements in employees’ social rights and stricter health and safety 
regulations. At the same time, the industry was boosted before the onset of the reces-
sion by major infrastructure projects in a number of countries. 

Measures to support employment in the sector 

It is considered that governments can help to increase flexibility in working arrange-

ments in the industry, which is important for its competitiveness, by pursuing a flexicuri-

ty approach. Such flexibility in Spain, according to industry representatives, needs to 

include the possibility of maintaining temporary contracts of employment as well as of 

varying working time given the nature of the industry. 

At the same time, there is a need for a well-educated work force to draw on which has 

the requisite skills, which increasingly include knowledge and expertise in new energy 

efficiency and environmental requirements as well as new technologies. The industry 

has an important part to play in providing the continuing training to the people con-

cerned, while agreements between employers and trade unions are important in ensur-

ing that working arrangements are sufficiently flexible. There is equally a need for con-

tinued innovation in building methods and materials  

In Germany, it is considered that a large-scale public investment programme, directed 

especially at local infrastructure, is needed if employment in the industry is to be main-

tained or even expanded. This is equally the case in Spain, where cuts in public ex-

penditure to reduce the budget deficit and public sector debt have reduced public in-

vestment in infrastructure and where an expansion of such investment is considered 

vital for recovery of employment both in the industry and in the economy more general-

ly.  

There is, in addition, a need for government measures to ensure access to credit, 

which has become difficult for many companies since the onset of the financial crisis. 
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Annex: Questionnaire 
 
The following questions are intended to help in the assessment, first, of employment 
developments in your industry over the past 2-3 years and the extent to which jobs 
have been supported by government measures and, secondly, of the employment pro-
spects in the industry over the short and longer-ter. It should be emphasised that we 
are not looking for quantitative estimates of the developments referred to (though if any 
exist it would be useful if you could indicate where they can be found) but only broad 
qualitative indications (e.g. whether a particular development is important or whether a 
specific measure has had a significant effect or only a minor one). Our interest is in the 
EU as a whole though we do not expect you to report on developments in each individ-
ual country but only in those where the industry is important and developments or the 
measures adopted have also been important.  
 
Short-term 
 
1) What are the main measures which have been taken across the EU in your in-

dustry in response to the economic crisis, or which have affected your industry 
in particular? (e.g. short-time working arrangements or other measures to sup-
port jobs, such as those for increasing demand for the sector’s output, like the 
car scrapping scheme for the automotive industry)? 
Measure 1:  
Measure 2:  
Measure 3, etc. (if relevant) 
 

2) What has been the effect of these measures on employment in the industry (i.e. 
to what extent have they helped to maintain jobs)? [on a scale of 1=negligible 
effect to 5=very significant effect] 
Measure 1:  
Measure 2:  
Measure 3, etc. (if relevant) 
 

3) Are measures of this kind still in place in any EU Member State?  
 
4) To the extent that these measures are still in place, what is the effect likely to be 

on employment of them being withdrawn? [on a scale of 1=negligible effect to 
5=very significant effect] 
Measure 1: 
Measure 2:  
Measure 3, etc. (if relevant) 
 

5) How would you assess the national and EU actions taken to support employ-
ment? In your view, a) what measures were missing (i.e. not introduced but 
should have been) and b) what measures would be needed to better support 
employment in your sector in the current economic situation? 
a. Missing measures  
b. Measures that need to be introduced  
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Long-term 
 
6) What have been the major factors which have affected the development of your 

industry in Europe over the past 10 years or so (e.g. increasing globalisation 
(including growing competition from developing countries), EU enlargements in 
2004-2007, technological advances (which, for example, have made it easier to 
outsource activities or relocate production)? 

 
7) How have these factors affected the different countries in Europe where the 

industry is located? In particular, to what extent has there been a shift in the in-
dustry between countries – e.g. from the EU15 (the Western part) to the EU12 
(the Central and Eastern part) or from the North to the South of Europe or vice 
versa? 

 
8) What strategy has your industry adopted over the past ten years to remain 

competitive, or to strengthen competitiveness, in global markets? Does this 
strategy include:  

 increasing the flexibility of working arrangements or the organisation of the 
work force?  

 adopting more automated methods of production?  

 relocating parts of the industry to lower cost countries? 
 
9) Do you see the need for further restructuring of your sector for it to remain com-

petitive?  
If so, what kinds of change are needed and how are they likely to affect em-
ployment in your sector? 
 

10) Looking to the longer-term, what are the main labour skills likely to be required 
by your industry in future years in order for it to maintain and strengthen its 
competitiveness? 

 
11) What is the strategy in your sector for ensuring that these skills are available? 
 
12) What are the prospects for the growth of your sector in Europe over the next 10 

years and how will this translate into job creation? 
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6 Policy-relevant conclusions 

6.1 Introduction 

The concern here is not so much to identify the policy implications of the above analysis 

but to draw out the main points which emerge that are of relevance for policy not only in 

respect of employment but more generally. Indeed, the evidence of the past is that em-

ployment ultimately depends much more on what happens in the economy as a whole, not 

only in Europe but also outside, and on the competitiveness of the sectors involved in 

global trade, than on developments in the labour market as such, though these might have 

some effect on competitiveness. Irrespective of the employment policies implemented, 

therefore, if growth of the EU economy remains sluggish, employment is unlikely to expand 

sufficiently to provide jobs for all those at present unemployed or deterred from looking for 

a job who want to work. The focus, accordingly, is on the future challenges as regards job 

growth in both the short-term and the longer-term both overall and, more especially, in the 

individual sectors which have been covered in some detail in the study, particularly in the 

countries which have been the subject of case studies. 

 

It begins by considering the short-term situation in the light of the latest forecast of eco-

nomic prospects over the next two years, published by the European Commission in No-

vember, and in the light also of the analysis set out above of the employment develop-

ments over the recent past. It then goes on to examine the longer-term prospects for em-

ployment growth in the sectors covered in the study as well as more generally, which will 

inevitably be affected by the current situation and by what has happened across the EU 

over the past three years or so since the financial crisis and the economic recession hit. 

Finally, it considers future skill needs and labour market policy. 

 

6.2 Prospects for employment over the short-term 

Since the study was first initiated, both the prevailing labour market situation across the EU 

and the prospects over the next few years for recovery of both output and employment 

have deteriorated sharply in the wake of spreading problems of government debt and fi-

nancial market pressure on countries in the Eurozone with large-scale borrowing needs. 

This has led to the almost universal adoption of fiscal consolidation measures in Member 

States with the aim of reducing government deficits which have involved both tax increases 

and public expenditure cuts. These measures, moreover, have been introduced against a 

backdrop of sluggish growth in the European economies since the worst of the recession in 

the first part of 2009. The latest European Commission forecast, published in November, 

very much reflects this situation, suggesting only very modest or even zero growth of GDP 

in 2012 and 2013.  
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More specifically, growth across the EU, which is estimated to have averaged only around 

1.5% in 2010, below the long-term trend rate observed before the crisis began, is forecast 

to fall to only just over 0.5% in 2012 and to rise back to only around 1.5% in 2013 (as com-

pared with growth of almost 3% a year in the 4 years 2003-2007 in the run-up to the reces-

sion). By 2013, therefore, GDP is forecast to be only 1.5% above its level in 2007 before 

the crisis hit (Table 6.2.1). Although growth and the level of GDP in 2013 are projected to 

be much higher in the EU12 than the EU15, this to a large extent is a consequence of the 

much higher growth in Poland than elsewhere. In the other EU12 countries, the growth 

forecast is much more modest. 

 

Table 6.2.1 

GDP and employment in the EU over the recent past and forecasts up to 2013 

      Indices, 2007=100 

  2003 2007 2008 2009 2010 2011 2012 2013 

          Outturn Estimate        Forecast 

GDP         

EU27 89.7 100.0 100.3 96.1 97.9 99.5 100.1 101.5 

EU15 90.3 100.0 100.0 95.7 97.6 99.0 99.5 100.9 

EU12 80.3 100.0 104.6 100.8 103.0 106.2 108.2 111.2 

PL 80.8 100.0 105.1 106.8 111.0 115.5 118.3 121.6 

EU12-PL 80.1 100.0 104.3 97.3 98.4 100.8 102.4 105.2 

Number employed          

EU27 95.0 100.0 100.9 99.1 98.7 99.1 99.2 99.6 

EU15 95.2 100.0 100.7 98.9 98.6 99.0 99.1 99.4 

EU12 94.3 100.0 101.8 100.0 98.8 99.3 99.7 100.3 

PL 89.7 100.0 103.8 104.1 104.6 105.7 105.9 106.3 

EU12-PL 96.8 100.0 100.7 97.9 95.7 96.0 96.5 97.1 

GDP per person employed          

EU27 94.4 100.0 99.4 96.9 99.3 100.4 100.9 101.9 

EU15 94.9 100.0 99.3 96.8 98.9 100.0 100.4 101.4 

EU12 85.1 100.0 102.8 100.8 104.3 106.9 108.6 110.9 

PL 90.1 100.0 101.3 102.6 106.1 109.3 111.8 114.4 

EU12-PL 82.7 100.0 103.6 99.4 102.8 105.0 106.1 108.3 

Source: Eurostat, National accounts data and European Commission November 2011 forecast  

 

In this context, very little growth of employment is expected. In the EU as whole, the projec-

tion is for the number employed to be only slightly higher in 2013 than in 2011 and still be-

low the level in 2007. This is the case for both the EU15 and the EU12 if Poland is exclud-

ed from the latter. Indeed in the EU12 countries apart from Poland, employment is forecast 

to be 3% lower in 2013 than 6 years earlier before the recession began. 

 

The employment situation, moreover, could turn out to be worse than this, since it implies 

very little productivity growth at all in the EU15 countries and a much lower rate than in the 

pre-crisis era in the EU12 Member States. In the EU15, therefore, GDP per person em-

ployed is projected to be only just under 1.5% higher in 2013 than 6 years earlier, so that 
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the beginnings of a recovery in productivity to make good the loss experienced in 2008 and 

2009, evident in 2010 and in the latest figures for 2011, is assumed to slow down.  

 

In the EU12 countries excluding Poland, the implicit assumption is the same, growth in 

GDP per person employed being forecast to slow down markedly in 2012 and 2013, when 

the level is projected to be only just over 8% higher than 6 years earlier, an implied growth 

rate of less than 1.5% a year over the period as against a rate of 5% a year in the 4 years 

2003-2007.  

 

Table 6.2.2 

GDP and employment in selected EU Member States over the recent past and forecasts  

up to 2013 

      Indices, 2007=100 

  2003 2007 2008 2009 2010 2011 2012 2013 

GDP         Outturn Estimate         Forecast 

Germany 91.7 100.0 101.1 95.9 99.4 102.3 103.1 104.6 

Estonia 73.0 100.0 96.3 82.6 84.5 91.2 94.1 97.9 

Ireland 82.0 100.0 97.0 90.2 89.9 90.8 91.8 93.9 

Spain 86.8 100.0 100.9 97.1 97.0 97.8 98.4 99.8 

France 91.4 100.0 99.9 97.2 98.6 100.2 100.8 102.2 

Italy 93.7 100.0 98.8 93.9 95.3 95.8 95.9 96.5 

Lithuania 73.0 100.0 102.9 87.6 88.9 94.3 97.5 101.2 

Finland 84.8 100.0 101.0 92.7 96.1 99.0 100.4 102.1 

UK 89.6 100.0 98.9 94.6 96.2 96.9 97.4 98.9 

Number employed          

Germany 97.6 100.0 101.2 101.3 101.7 103.1 103.5 103.7 

Estonia 92.3 100.0 100.2 90.1 85.8 90.9 92.0 93.1 

Ireland 85.2 100.0 98.9 90.9 87.1 85.4 84.9 85.4 

Spain 86.5 100.0 99.8 93.1 90.7 89.9 89.5 90.0 

France 96.8 100.0 100.5 99.3 99.5 100.1 100.5 100.9 

Italy 95.9 100.0 100.3 98.6 97.9 98.2 98.1 98.2 

Lithuania 93.3 100.0 99.3 92.6 87.8 90.9 92.7 94.5 

Finland 94.4 100.0 102.6 99.0 97.6 98.6 98.9 99.1 

UK 96.4 100.0 100.7 99.1 99.4 100.2 100.7 101.2 

GDP per person employed          

Germany 93.9 100.0 99.9 94.7 97.7 99.3 99.6 100.9 

Estonia 79.1 100.0 96.2 91.6 98.4 100.3 102.3 105.2 

Ireland 96.2 100.0 98.1 99.3 103.2 106.4 108.2 110.0 

Spain 100.4 100.0 101.1 104.3 107.0 108.8 109.9 110.9 

France 94.4 100.0 99.4 97.8 99.1 100.1 100.3 101.3 

Italy 97.7 100.0 98.6 95.2 97.3 97.6 97.7 98.2 

Lithuania 78.3 100.0 103.6 94.7 101.2 103.7 105.1 107.1 

Finland 89.9 100.0 98.4 93.6 98.4 100.4 101.5 103.0 

UK 92.9 100.0 98.2 95.4 96.9 96.6 96.7 97.7 

Source: Eurostat, National accounts data and European Commission November 2011 forecast  

 

The employment prospects are even worse in many Member States. In those that were hit 

particularly hard by the recession, the number employed in 2013 is forecast still to be well 
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below the level before the recession began – in Ireland, around 15% lower (back to the 

level 10 years earlier in 2003), in Spain, 9-10% lower and in Estonia, 7% lower (Table 

6.2.2, which shows the forecasts for the EU case study countries.). This is largely a conse-

quence of the slow rate of GDP growth which is forecast, which in all of the countries apart 

from Germany, is projected in 2013 to be either less than in 2007 or only slightly higher. 

Even in Germany, it is forecast to be less than 5% higher than 6 years earlier, an implied 

rate of growth of well under 1% a year. 

 

Significantly for longer-term employment prospects, GDP per person employed is forecast 

to be only marginally higher in 2013 in Germany than in 2007 before the onset of the re-

cession, which is also the case in France, while in Italy and the UK, it is forecast to be be-

low this level. Moreover, in Estonia, Lithuania and Finland, although GDP per person em-

ployed in 2013 is projected to be above the level in 2007, the implied rate of labour produc-

tivity growth over this period (leaving aside any marked reduction in average hours worked, 

which has not occurred up to 2011, as indicated earlier in the study) is well below the rate 

experienced in the years before the recession began (only around 1% a year in the two 

Baltic States as opposed to around 6% a year between 2003 and 2007, and 0.5% a year in 

Finland as against almost 3% a year).. This inevitably raises the question of whether this 

implicit loss of productivity is likely to be a permanent feature or whether it is likely to be 

recovered as, and when, growth occurs. Though this recovery is implicitly assumed in the 

forecast not to happen over the next two years, it still remains a possibility over the years 

beyond 2013, especially if growth picks up. The longer-term prospects for employment 

growth in these countries – and indeed in many others across the EU33 - need to be con-

sidered with this in mind. 

 

6.3 The current situation in the selected manufacturing sectors 

In this context, a number of the sectors which have been the focus of attention above are 

likely to be particularly affected. As indicated, employment in many of these sectors over 

much of the EU remains well below what it was before the recession began (Figure 6.3.1 

summarises the situation at the beginning of 201134).  

 

Indeed, there is a distinct possibility of a new round of lay-offs if growth does not pick up. 

This then raises the question of whether there is any scope for re-introducing, or extending, 

the measures, such as short-time working schemes, implemented to maintain employment 

levels in the recession period, which was advocated by a number of the industry repre-

                                                           
33

  In Greece, where employment in 2013 is projected to be 9% less than in 2007, GDP per person employed in 2013 is 

forecast to be 5% below the level 6 years earlier. Clearly, if this implied reduction in productivity does not occur then the 

reduction in employment could be significantly greater than is being forecast. 

34
  Note that the period taken here is the three years from the first quarter of 2008 to the first quarter of 2011 rather than 

the four years from the first quarter of 2007 which was the focus in the earlier section which examined developments in 

the case study countries. This is because in the EU as a whole the peak of employment was reached in 2008, whereas 

in some countries, it was reached in 2007. 



233 

sentatives who provided information to the study. The marked deterioration in public fi-

nances since the onset of the recession in 2008, caused in part by the measures taken to 

safeguard employment, means that both the resources available and the political will to 

take similar action as in the past are likely to be lacking.  

 

Figure 6.3.1 

Employment in selected manufacturing sectors across the EU in the first quarter of 2011 

relative to the first quarter of 2008 (% change) 

 

 

Figure 6.3.2 

Change in labour productivity per hour worked in selected manufacturing sectors  

across the EU, first quarter 2008 to first quarter 2011 

 

 

The sluggish growth at present being experienced combined with the continuing high level 

of uncertainty about future prospects will do little to encourage job creation, especially giv-
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en the productivity ‘overhang’ which built up during the crisis in a number of the sectors 

(Figure 6.3.2). 

 

Moreover, the evidence is that average hours worked have risen over the crisis period in 

most countries in most of the manufacturing sectors covered, which, as argued earlier in 

the study, represents a rational response on the part of employers to an economic situation 

where there is a high level of uncertainty over the prospects for growth. In such a situation, 

taking on new workers could well turn out to be costly, not only because of the possible 

costs involved if they have to be laid off but more importantly because of the costs of train-

ing them, in terms of both the possible expenditure involved and the foregone output as 

existing workers are assigned to this task. 

 

In Construction, the decline in employment over the two years 2008-2010 (there are no 

quarterly data at this level of disaggregation) was similar to that in manufacturing in the 

EU15 but much smaller in the EU12 (only around a third as large), while in Germany, em-

ployment increased (Figure 6.3.3, in which the scale is the same as in Figure 6.3.1). There 

is little immediate prospect for any significant growth in employment in either the EU15 or 

EU12 given the austerity measures at present being implemented or planned in most 

Member States, which even if they do not involve a significant cutback in public sector in-

vestment – which accounts for an important part of the industry’s output – mean that any 

expansion is unlikely. 

 

Figure 6.3.3 

Employment in construction and selected service sectors across the EU, 2010 relative to 

2008 (%change) 

 

 

 

In the service sectors covered, there was a decline in employment over the recession peri-

od in the distributive trades in both the EU15 (including in this case in Germany) and the 

EU12, though on a much smaller scale than in construction or manufacturing. In the other 
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three sectors, however, while employment fell in the EU15 (but not in Germany), it in-

creased in the EU12, reflecting in part the under-developed nature of the activities con-

cerned. This was especially the case in Business services, in which, despite the significant 

job growth which occurred before the crisis, employment fell in the EU15.  

 

In Distribution, although employment is unlikely to fall further in the next year or two, only 

limited growth can be expected. In the other three sectors, growth at a slightly higher rate 

than in the recent past is likely in the EU12, while in the EU15, employment can be ex-

pected to increase in HORECA and Business services, in contrast to the crisis period, 

though only at a modest rate given the forecast for economic growth. In Financial services, 

however, little if any growth in employment is likely. 

 

Before going on to consider the longer-term prospects in the various sectors, it is important 

to focus on a further feature of the crisis period which could also have a significant influ-

ence on future economic and employment developments. This is the severe effect which 

the recession and lack of new job creation has had on young people and the limited pro-

spects for any significant improvement in their labour market situation over the next few 

years. 

 

6.4 Employment of young people during the crisis 

In most of the sectors studied, the share of young people under 25 has declined since the 

onset of the crisis at a faster rate than before. Given the long-term trend reduction in the 

number of young people in the population right across the EU combined with more of them 

remaining longer in education, it is only to be expected that the share of those aged 15-24 

in total employment will have fallen over time. This was indeed the case in the run-up to 

the recession. In most of the sectors covered in the study, therefore, young people ac-

counted for a declining share of the work force in the years 2000-2007 (Figure 6.4.1). 
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Figure 6.4.1 

Young people as a share of employment in selected sectors in the EU, 2000-2010  

(average annual change in % of total) 

 

 

In the years 2007 to 2010, however, the rate of decline increased in all but Chemicals 

(where the share rose). This reflects the lack of job creation in the sectors concerned, in 

terms not only of new jobs but also of ‘replacement’ ones which usually become available 

as older workers retire. As indicated in the analysis, unlike in past periods of economic 

downturn, older workers have, in general, been laid off to a smaller extent than others and 

indeed their share of employment has risen rather than fallen.  

 

There are a number of possible reasons for this. One is the fact that a major focus of policy 

across the EU over the past decade or more has been to reverse previous efforts to en-

courage early retirement in order to free up jobs for younger people and to try to persuade 

them to continue in work longer so as to reduce the number receiving pensions and to take 

pressure off public finances. Another is the cost highlighted above of taking on and training 

new people in a context of great uncertainty over economic prospects in both the short and 

longer term. While the wages of the older workers retained might be much higher than 

those of young people, the overall cost to employers of sticking with the existing work force 

might still be significantly lower.  

 

Whatever the reasons, it is evident that there is an acute shortage of jobs for young people 

in most parts of the EU at present. This is reflected in the employment rates of those aged 

15-24, which in almost all Member States have declined over the crisis period, in many 

cases markedly. This is particularly the case in Ireland (where the rate fell from 46% to only 

just over 30% in just two years, 2008-2010) and Spain (where the rate fell by 11 percent-

age points over the same two-year period, as well as Estonia and Latvia (where the fall 

was on a similar scale) (Figure 6.4.2). 
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The reduction in employment rates between 2008 and 2010 was common to all Member 

States, even to Germany – though on a relatively small scale – where employment in-

creased slightly over these two years. 

 

Without any significant upturn in the EU economies, the employment rates of young people 

could well decline further over the next two years and even beyond. Although the people 

concerned can remain in education and vocational training for longer – and indeed many 

are deciding to do so rather than enter the labour market when job opportunities are scarce 

– this gives rise to two problems in the present context. The first is to decide what training 

to undertake and which education courses to pursue given the lack of demand, combined 

with the structural changes which are underway in many countries. The second problem is 

to find funding to cover both the cost of programmes and the cost of living in a situation 

where governments across the EU are cutting back on grants for these purposes and put-

ting pressure on universities and similar institutions to raise charges. 

 

Figure 6.4.2 

Employment rates of young people aged under 25 in EU Member States  

(% of population aged 15-24) 

 

 

In practice, for many young people to remain in education is not a viable option, so that the 

reduction in employment rates has been accompanied by a sharp increase in rates of un-

employment among those under 25. In Ireland, Italy and Lithuania, therefore, unemploy-

ment rates have climbed to around 30% at the latest monthly count (in October, or Sep-

tember in the last), while in Spain, they are approaching 50%, which is also the case in 

Greece. In only three countries in the EU – Germany, the Netherlands and Austria – are 

unemployment rates below 10% - and in the last two of these, they were beginning to rise 

again in the latter part of 2011 (to over 9% in the Netherlands and to over 8% in Austria – 

in Germany, the rate was around 8.5% in October). 
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This raises a question over the longer-term career prospects of the young people con-

cerned. While many may remain in education or initial vocational training, there is a real 

possibility not only that the knowledge they acquire may be of limited use in their future 

careers as and when they find jobs, but also that many of them will become demotivated, 

and have their confidence shattered, by their failure to obtain employment. The evidence 

from the UK, for example, is that many of the young people who failed to find jobs during 

the recession of the early 1980s were adversely affected for the rest of their working lives 

by the experience35. 

 

This is not only an issue for young people – and for governments across the EU faced with 

a growing number of young people without a job and without much prospect of finding one 

for some time to come and the social unrest which is likely to result  – it is also an issue for 

the economy. The fact that many young people are not working is already a waste of re-

sources and of the investment which has gone into educating and training them. A signifi-

cant proportion of the young people unemployed across the EU are university graduates 

with tertiary qualifications. In Greece, the unemployment rate of those under 25 with tertiary 

education was close to 50% in the second quarter of 2011, in Spain, it was around 33% 

and in Italy, 26%. In Portugal too, where the proportion of young people with university 

qualifications is among the smallest in the EU, it was over 20%, as it was in Poland, where 

much policy effort has gone into increasing the number of tertiary educated people.  

 

However, it is not only a current source of waste but potentially a future source as well if 

those that are unable to find jobs begin to lose their skills, as well as their motivation, as a 

result. This is a particular problem given the likely need for highly educated people virtually 

throughout the economy in the years to come. 

 

6.5 Employment prospects over the longer-term 

The sectors selected for analysis have extremely diverse prospects for employment growth 

in future years, just as they have behaved differently during the recession period. The key 

issue over the long-term, however, is not so much the jobs that both manufacturing as a 

whole and the individual sectors provide directly, but those that they support in the rest of 

the economy. The analysis of inter-linkages between sectors set out earlier in this report 

demonstrates the significant number of jobs that tend to be created across the economy 

from an increase in the demand for manufactured goods, especially the ones covered in 

the study. In the EU, moreover, given the increasingly close links between national econ-

omies, an increase in demand in one country tends to boost employment right across the 

                                                           
35

  See the Financial Times report, 16 November 2011, which cites research which followed a cohort of young people who 

first entered the labour market in the early 1980s and found that those who became unemployed were adversely 

affected in their later working lives. http://www.ft.com/cms/s/0/a4625224-0f7c-11e1-88cc-

00144feabdc0.html#axzz1gW5kLa7V 

http://www.ft.com/cms/s/0/a4625224-0f7c-11e1-88cc-00144feabdc0.html#axzz1gW5kLa7V
http://www.ft.com/cms/s/0/a4625224-0f7c-11e1-88cc-00144feabdc0.html#axzz1gW5kLa7V
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Union, the more so of course in countries where the industries concerned are concentrat-

ed.  

 

In addition, the sectors covered and, indeed, other parts of manufacturing remain by far the 

main source of net exports in nearly all the EU Member States, even though there has 

been a long-term growth in the importance of net exports of services. The income generat-

ed by manufacturing, therefore, is vital for sustaining growth – and job creation – in the rest 

of the economy. The performance of manufacturing – and of sectors within manufacturing 

– in the EU in future years, given the continuing process of globalisation, depends critically 

on its international competitiveness, on its ability to compete effectively in world markets. 

For individual Member States within the EU, however, it is also important that they are able 

to participate in this process, to generate sufficient income from the manufacturing – and 

traded services – sectors located there to sustain an acceptable rate of growth in GDP and 

employment. This is not only for the economic health of the countries themselves but, as 

recent events have demonstrated, for the health of the EU economy as a whole. Balanced 

economic growth across the EU, therefore, requires a balanced distribution of economic 

activity across countries which, in turn, means a balanced distribution of the production of 

traded goods and services, which for most countries, still means having competitive manu-

facturing industries. 

 

Some indication of the longer-term prospects for the growth of the manufacturing sectors 

covered here in the different countries can be obtained from their growth performance over 

the years leading up to the recession and, in particular, in the four years 2003-2007 which 

were years of relatively high and stable growth in virtually all countries36. Over this period, 

growth of value-added in manufacturing, at constant prices, averaged 2.5% a year in the 

EU15 and 7.5% in the EU10 (the EU12 less Bulgaria and Romania). In both cases, growth 

was higher than average in the three engineering sectors and, in the EU10, also in Rubber 

and plastics and, marginally, in metal manufacture (Table 6.5.1). 

 

Growth was higher in the EU10 than in the EU15 in all the sectors, especially in Machinery 

and Motor vehicles, though also in Chemicals, Metal manufacture and Rubber and plas-

tics. This differential growth is likely to continue in the future, partly as a consequence of 

the on-going relocation of the more labour intensive parts of the production process from 

the EU15 to the EU10 (or EU12). 

                                                           
36

  While it would be preferable to take a longer period, the years immediately before saw a slowdown in growth in a 

number of EU Member States, though not all, while in the 1990s, there were variable growth rates in the EU12 

countries in particular.   
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Table 6.5.1 

Change in value-added in manufacturing sectors in selected countries, 2003-2007 

       % per year 

  Manuf. Textiles Chemicals Rubber Metals Electr. Machin. Motors 

Germany 3.6 0.1 4.2 3.6 1.5 9.4 3.9 4.7 

Estonia 9.7 -3.1 10.2 14.3 16.9 23.6 10.7 14.5 

Ireland 3.4 0.4 -5.5 3.3 2.4 9.6 6.7 10.2 

Spain 1.3 -4.3 -0.6 0.9 2.7 2.3 4.8 3.5 

France 0.9 -3.5 3.9 3.3 -0.8 3.3 4.2 -1.1 

Italy 1.4 -1.9 0.2 0.4 2.8 3.0 4.2 3.6 

Lithuania 8.8 -2.1 19.5 15.2 25.4 2.4 12.0 26.4 

Poland 9.8 6.2 13.1 13.4 15.2 14.3 18.4 12.3 

Finland 7.0 1.4 1.8 7.6 9.5 16.3 11.5 -2.0 

UK 1.8 -4.7 2.0 -1.9 1.6 11.6 5.3 4.1 

EU15 2.5 -2.7 1.8 2.2 2.1 7.1 4.6 3.3 

EU10 7.5 1.3 7.5 9.5 7.7 9.2 13.2 13.8 

EU25 3.2 -2.2 2.2 3.8 2.7 7.6 5.3 4.3 

Note:  Shaded figures indicate sectors where growth rate is above EU15 or EU10 average, depending on country location. 

Figures for Poland relate to period 2003-2006. The EU10 refers to the 10 countries which entered the EU in 2004. 

Source: EU KLEMS database 

 

 

As indicated above, however, there are already signs of such activities moving away from 

the latter countries, especially the more developed ones with higher income levels, to those 

where labour costs are even lower, both in Europe and outside, especially in South-East 

Asia. As also indicated above, such relocation which is motivated by the aim of reducing 

labour costs, is combined with a tendency to locate investment to countries where markets 

are expanding. A diversion of investment away from Europe is all the more likely if growth 

continues to be sluggish or if there is a continuing high level of uncertainty about future 

growth prospects. 

 

While significant loss of jobs might result from the relocation of production in pursuit of lower 

labour costs, in practice, it might be the only viable way in the long-term of keeping any jobs 

in the companies concerned in the EU. If relocation to lower cost economies is essential for 

companies to remain competitive, then the alternative might be the eventual complete clo-

sure of the companies in question. Indeed, if companies can strengthen their competitive-

ness through this means, then in the long-run it might result in an expansion of jobs in higher 

level activities (in R&D, planning, design, marketing and so on) in the parts of the companies 

which remain.  

 

Within the EU15, there were significant differences over this period in the growth rates of 

the industries concerned between Member States, in large part reflecting the growth of the 
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export markets in which companies in the different countries were specialised. In particular, 

the growth experienced in Germany in most of the sectors was above the EU15 average – 

and only slightly below in Metal manufacture and Machinery37 where this was not the case 

– as it was in Finland (where growth was below the EU15 average only in Motor vehicles). 

In Spain, Italy and France, however, this was not the case. In Spain, therefore, growth was 

above the EU15 average over this period only in Metal manufacture, Machinery and Motor 

vehicles and then only slightly in the last two. Similarly, in Italy, growth was above average 

only in Metal manufacture and Motor vehicles, while the decline which occurred in Textiles 

and clothing was less than the EU average. In the France, growth was above average in 

only two of the sectors, Chemicals and Rubber and plastics, and value-added declined 

over this period in three of them, including Motor vehicles.  

 

In the UK, growth of manufacturing as a whole was below the EU15 average though it was 

above average in four of the 7 sectors, including all three of the engineering industries. 

 

Among the EU10 countries, Poland stands out with growth rates of value-added well 

above average in all the sectors except Motor vehicles, where the rate still exceeded 12% 

a year over this period. In both Estonia and Lithuania, high rates of growth were achieved 

in a number of the sectors, especially in Metal manufacture and Motor vehicles in the latter 

and Electronics in Estonia.  

 

The experience over this period suggests that in the coming years: 

 the three engineering sectors are likely to grow faster than other parts of manufacturing 

in both the EU12 and EU15 

 production in activities which are labour-intensive is likely to continue to shift from the 

EU15 to the EU12 and from the higher income EU12 countries to lower cost locations 

both in Europe and outside 

 growth of value-added in most manufacturing sectors, especially the medium-to-high 

tech ones is likely to continue to be higher in Germany than elsewhere 

 growth in many parts of manufacturing is likely to be less than average in Spain, Italy 

and France. 

 

The experience in the period since 2007 which is analysed above reinforces these conclu-

sions, in the sense that the trends evident before the onset of the recession have remained 

in operation at least up to the first part of 2011. 

 

Whether similar growth rates as in the pre-recession period can be achieved in these sec-

tors in the future beyond 2013, however, remains an open question. As noted above, much 

                                                           
37

  Germany remains dominant in the Machinery and equipment sector, accounting for close to 40% of the value-added 

produced in the EU in 2007, as indicated in the Sector fiche. 
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depends on their competitiveness not only in the EU but also in global markets, but this will 

almost inevitably be adversely affected if growth continues to be sluggish across the Union. 

In this kind of context, where company earnings are depressed, investment in new prod-

ucts and process, which is ultimately the key to remaining competitive, is almost certain to 

be limited by both the lack of finance and the uncertainty over future prospects. In this kind 

of context too, European companies are likely to look outside the EU when looking to in-

vest in order to be closer to growing markets. After all, if they have international interests, 

large companies do not necessarily need to be based in the EU38. The possibility of this 

kind of development makes forecasting future rates of growth in particular sectors even 

more problematic. 

 

6.6 Globalisation, competition from low-wage economies and relocation 

Globalisation, in the sense of the opening up of markets through the dismantling of barriers 

to trade and the organisation of production on a trans-national basis, which has been ac-

celerated by technological developments which have made transportation and communica-

tion both faster and cheaper, is set to continue and even gather pace in future years. It is 

equally likely that the growth of manufacturers in low-cost locations in developing econo-

mies will also continue, posing an increasing competitive threat to producers in the EU, 

especially in sectors where it is both possible and advantageous to locate labour-intensive 

parts of the production process in places where wage costs are lowest. As indicated 

above, this is not only the case for basic industries, such as Textile and clothing and Basic 

metals, b ut also for large segments of the Motor vehicle industry and Electrical and elec-

tronic engineering. Such relocation has already occurred to a significant in these industries 

over recent years and growth of employment in them in the EU in future years will depend 

very much on how companies in the industries concerned respond both to the competition 

from producers in low-wage economies and to the increasing possibilities of they them-

selves locating there.  

 

The strategies pursued by EU producers in the past in the face of the competitive threat 

from low-cost producers have taken a number of forms, often in combination: 

 to seek protection through lobbying governments for the imposition, or re-

imposition, of trade barriers against ‘unfair’ competition, which has been the case in 

the Textile industry in particular, especially in Portugal; 

 to keep labour costs down in order to try to compete with producers in developing 

countries; 

                                                           
38

  In practice, there is a distinct trend for the larger companies towards becoming truly global so that they are not based in 

any particular country but instead have a network of bases to serve different parts of the world which can be expanded 

or contracted as the market dictates. In this kind of situation, there is no longer any such thing as a European company 

but only multinationals without any national allegiance.  
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 to introduce more efficient, and more capital-intensive methods of production, i.e. 

to look to technology as a means of  reducing production costs, which, for example, 

has been the case in the Textile industry in Italy; 

 to focus on specialist or niche markets and on high-value products, so as to com-

pete in terms of product quality rather than price, which is the case of German car 

manufacturers, though also those in other engineering industries. 

 

Ultimately, the first two strategies are almost certain to be doomed to failure since they fail 

to recognise the realities of the situation, while denying workers the possibility of increasing 

their real incomes and enjoying higher standards of living which comes from generating 

higher value-added. A combination of the second two strategies, therefore, represents the 

only viable way of responding to the competitive threat concerned. They might be com-

bined in turn with the relocation of the most labour-intensive activities and those that in-

volve mass-market products (such as volume cars in the Motor industry) to low-wage 

economies while maintaining intact the other, more strategic activities in which there is 

more likely to be a competitive advantage in undertaking them in more developed coun-

tries. This is a strategy adopted, for example, by companies in the Electronics industry 

(Nokia is a prime example). Indeed, as suggested above, this might be the only viable way 

of keeping at least some activities, and some jobs, in the EU in the sectors concerned, and 

of perhaps even expanding those activities over the long-term if the strategy is successful 

and competitiveness is maintained or strengthened. 

 

Ultimately, therefore, producers in the EU cannot hope to compete with those in low-wage 

economies in the manufacture of certain products or in carrying out certain parts of the 

production process. But nor should they try to do so instead of concentrating on the prod-

ucts and activities where they have a competitive advantage, an advantage which stems 

from know-how, a capacity to innovate and other attributes rather than a willingness to 

work for low wages. 

 

In the EU12, however, which has been the destination for many companies in the EU 

which have relocated production over the past few years and where labour costs in many 

parts remain low, it makes sense to exploit this comparative advantage while it remains. At 

the same time, it should be recognised explicitly that this is a temporary state of affairs 

which will elapse as the economies develop and as income levels increase. The strategy 

should, therefore, be to seek to use the time available, and the income generated, to de-

velop new activities and new areas of specialisation which can replace the labour-intensive 

activities concerned as a source of net export earnings and jobs when labour costs are no 

longer sufficiently low. The Portuguese experience over the past 25 years, when it passed 

from being a favoured location for the production of clothing to one which can no longer 

compete with producers in China and other low cost countries but which has not adequate-
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ly developed other areas of specialisation to replace the Textile industry, provides a salu-

tary reminder of the costs of inaction. 

 

 

6.7 Employment prospects in non-manufacturing sectors 

Although, in sharp contrast to subsequent developments, employment in Construction in-

creased significantly in most EI countries – by over 1% a year on average in both the EU15 

and EU12 – in the years leading up to the crisis, there is considerable doubt about the pro-

spects for job growth in future years. This is, in large part, because of the major role which 

public sector investment plays in the industry and the high level of uncertainty which at-

taches to the future course of this investment across the EU in the context of the debt cri-

sis. With the focus of budgetary policy in many, if not most, countries on fiscal consolida-

tion, on reducing government borrowing and curbing public expenditure as a central part of 

this, the constraints on public investment are likely to remain tight for some time to come, 

so limiting the chances of any widespread growth in public investment.  

 

In the short-term (over the next 2-3 years), therefore, employment in construction is likely 

to remain depressed in the EU. Moreover, even in the medium- to longer-term, it is hard to 

envisage any substantial growth in employment in the EU15 at least, though the extensive 

infrastructure needs in the EU12 may give rise to a significant expansion of jobs in these 

countries, so long as budget constraints can be relaxed. 

 

In the service sectors covered, there is a much better prospect of employment expanding 

over the longer-term, as it did before the crisis hit. This is particularly the case In Business 

services, where growth of employment averaged 4-5% a year across the EU over the four 

years 2003-2007 (slightly more in the EU12 than in the EU15). Whether a rate this high is 

achievable, however, depends to a large extent on the overall rate of growth of the econo-

my and whether or not the rate experienced over these four years can be attained in the 

future.   

 

In Financial services, little if any growth in employment can be expected in the EU15 long-

er-term because of the continuing effects of automation and internet banking which de-

pressed job growth before 2008 and are likely to continue to do so.. In the EU12, however, 

the sector remains very much underdeveloped, employment in the sector, despite the high 

rate of net job creation in recent years, accounting on average for only 0.5% of the total in 

2010, as compared with around 2.5% in the EU15. There, therefore, seems ample scope 

for continued high job growth. 

 

In Distribution, employment is likely to continue to grow only modestly in the EU15, as it did 

before the crisis. In the EU12, growth of employment could well be lower than in the year 

before the crisis (when it grew by over 3% a year on average between 2003 and 2007) 
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since the size of the sector is now much more similar to that in the EU15 than it was in the 

past. (In 2003, Distribution accounted for around 12.5% of total employment in the EU12 

as opposed to 15% in the EU15. In 2010, it accounted for just over 14% in the EU12 as 

against just over 14.5% in the EU15.) The scope for job growth at the pre-crisis rate, there-

fore, may well be limited. 

 

In HORECA, the growth in employment before the crisis was relatively high in both the 

EU15 and EU12 (averaging around 3% a year in the former and 6% a year in the latter in 

the years 2003-2007) and growth is likely to pick up over the medium and longer-term as 

economic recovery takes place. The rate at which this occurs, however, as in Business 

services, is likely to depend very much on the rate of growth of the economy, which in turn 

depends to an important extent on the growth of manufacturing, especially the sectors 

considered in the present study, in terms of the value-added generated.  

 

6.8 Productivity and employment – how far is there a trade-off? 

The analysis presented in this report indicates that in the manufacturing sectors in particu-

lar, a reduction in productivity across the EU, though most especially in the EU15 coun-

tries, played an important role in preserving jobs during the worst period of the crisis. This 

reduction has, as also indicated, not yet been fully made good in many cases, so dampen-

ing the prospects of any significant expansion in employment as productivity returns to its 

pre-crisis level and above. The positive effects of lower productivity on jobs in the reces-

sion, combined with the possibility of perhaps a prolonged period of jobless growth, emu-

lating the experience of the previous period of economic downturn in the early 1990s, 

when it took until 1998 in the EU15 for the number employed to return to its pre-crisis level, 

raises the inevitable question of whether policy should be directed at discouraging produc-

tivity increases rather than the reverse. It seems somewhat ironic, therefore, that the 

measures taken by employers with government support to preserve jobs during the crisis 

should be applauded while at the same time policy efforts are now being focused, as in the 

Europe 2020 strategy, at increasing productivity as a means of boosting economic growth.  

 

This apparent contradiction, however, is more apparent than real. While in the short-term, 

a reduction in productivity is a necessary part of job maintenance as economic activity de-

clines – and, indeed, might be essential for companies to retain the workforce and skills 

they need to meet the increased demand as recovery takes place, in the longer-term, job 

growth may well be dependent on increasing productivity in order to maintain and 

strengthen competitiveness. As the analysis in the present report implies, over the long-

term, productivity growth and employment growth tend to be positively rather than nega-

tively associated, though this is much more the case in manufacturing than in services.  

 

Indeed, as emphasised above, it is the growth of value-added in manufacturing, and to a 

lesser extent in traded services, which is a key determinant of the overall growth of the 
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economy and of the rate of job creation. Such growth, to a large extent, depends, in turn, 

on the competitiveness of the traded goods and services sectors, which tends to be related 

to productivity, though the relationship is not necessarily one-to-one, since there are other 

elements which are important for competitiveness apart from costs – product quality, de-

sign, technical sophistication, reliability and so on. Overall job creation, therefore, is likely to 

be positively affected by productivity growth over the long-term, but growth of productivity 

in manufacturing rather than in services or over the economy as a whole. The finding in the 

present study, for example, that the use of ICT and employment are positively related in 

manufacturing but negatively in services reflects this. 

 

6.9 Future skill requirements 

A prominent feature of employment developments over the past decade or more, especially 

in the EU15, is the tendency for higher level jobs (for managers and professionals of one 

kind or another) to expand at the expense, in particular, of skilled and semi-skilled manual 

jobs and to a lesser extent of clerks and office workers. This has been accompanied by 

growth of sales and service jobs, though at a lower rate, and by low skilled manual jobs 

remaining broadly unchanged in terms of relative numbers. The spread of automation and 

ICT underlies these shifts in the composition of employment, insofar as jobs at both the top 

end and bottom end of the skill range are the most difficult to replace by machinery. These 

shifts are common to all sectors, though they have occurred at different rates.  

 

They have been accompanied by a parallel increase in the education level of the work 

force in nearly all sectors, which is a consequence of the demand for higher skill levels – or 

rather for skills requiring more intellectual ability than manual dexterity or strength. It is also 

a consequence, however, of the significant increase in participation in higher education 

and the growth in the number of people with tertiary qualifications, who, in many cases, 

especially outside of manufacturing and construction, are more likely to find work than 

those with lower qualifications, irrespective of whether the tasks involved in particular jobs 

require such qualifications or not. These two tendencies are difficult to disentangle and the 

relative strength of the two hard to assess.  

 

Both are likely to continue in future years. All projections of the future composition of em-

ployment, therefore, predict a shift towards higher level jobs and a decline in manual ones, 

together with the need for more ICT know-how in most occupations. In manufacturing sec-

tors, especially in the engineering industries though also in others, this shift takes the form of 

the employment of more qualified engineers and computer analysts, together with more 

sales and financial professionals, and fewer skilled and semi-skilled manual worker on the 

shop floor. This, however, is more in the EU15 countries than in the EU12, where, as noted 

above, the more labour-intensive activities have tended to be concentrated, particularly in 

Electronics and Motor vehicles (though also in Textiles and clothing so far as Bulgaria is con-

cerned). Nevertheless, even in the EU15, there is a concern in a number of industries about 
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a potential shortage of skilled manual workers in future years as the present generation re-

tires – despite the overall decline in the number of jobs for such workers, the fear is that the 

supply of  those with suitable skills could decline by even more. This fear is reinforced by the 

increasingly unattractive image that many manufacturing sectors have acquired among 

young people in the EU15 especially, partly because of a long-term decline in employment, 

which tends to deter them from pursuing the education and training required to take up jobs 

in the industries concerned.  

 

As also noted above, however, there are signs of labour-intensive activities being relocated 

to countries with even lower wage costs as the EU12 countries develop and real wages rise. 

The competitive advantage which comes from low wages, therefore, tends to be only a tem-

porary state of affairs and countries need to use the time it lasts to develop longer-term areas 

of specialisation which can turn into major sources of net exports in the future. 

 

A key issue for manufacturing sectors in the EU15 is not only whether there will be the 

engineers and other professionals, as well as the skilled operatives, they need on the la-

bour market in the coming years but also whether they will be able to attract them. The 

present depressed state of both the engineering and other industries in many EU countries 

and the limited prospects for any significant growth of jobs over the next few years will al-

most inevitably deter many young people from pursuing engineering or other technological-

ly-based occupations as a career path. Moreover, those who do successfully complete a 

related programme of study, such as in computer science or mathematics, will not neces-

sarily be attracted to enter industries which are growing only slowly or even contracting as 

opposed to, say, going into business services or even financial services, where despite the 

financial crisis salaries remain high. 

 

Without the influx of highly educated people, however, the manufacturing sectors con-

cerned are likely to experience difficulty in maintaining and strengthening their ability to 

compete on global markets, potentially reinforcing the effect of macroeconomic problems 

in slowing down growth and job creation across the EU. 

 

Nevertheless, there remains a need for governments across the EU to try to ensure that 

sufficient young people both participate in further and higher education and graduate with 

the qualifications and in the areas of study which are in line with the needs of the economy. 

This means, in turn ensuring that the investment necessary to achieve this does not fall 

victim to public expenditure cuts as part of fiscal consolidation measures.  

 

Given the high degree of uncertainty attached to the future structure of jobs, except in very 

broad terms, and the entirely new jobs which are likely to emerge over the next 10 years or 

so, the education and training provided should be, so far as possible, generic in nature 

rather than specific to any particular narrowly-defined job. It should, accordingly, include 
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the teaching of skills which are needed to perform a range of jobs, such as those related to 

ICT and computing, so widening the opportunities open to the young people concerned. It 

is then largely for the industries concerned to attract the young people they need and to 

provide the specialist training required for them to be able to contribute effectively to the 

industries’ development and their future competitiveness. 

 

6.10 Flexicurity 

A central recommendation at EU-level in recent years has been for Member States to 

adopt a ‘flexicurity’ approach to labour market policy. Essentially this means making labour 

markets more flexible and removing restrictions which inhibit employers from adjusting 

their work force in line with their production needs or wages in line with the productivity of 

workers, while at the same time ensuring that an effective social security system is in place 

to protect those who lose their jobs and to give them the time, and support, they need to 

find a new one. It is undoubtedly the case that labour markets in most countries have be-

come more flexible over the crisis period and employers have more scope for organising 

their work force as they wish. Indeed, such a tendency lies behind the fact that employ-

ment levels did not fall by much more than they did over the recession period, in the sense 

that employers were able to reduce working-time and, in some cases, to negotiate reduc-

tions in wages, or at least pay restraint, which meant that they could avoid redundancies.  

 

While the share of workers on fixed-term contracts has declined in most sectors in the 

EU15 over the recession period, after increasing in most cases in preceding years, this 

does not necessarily signify a reduction in the use of such contracts or any move towards 

jobs becoming more secure. Instead it reflects a widespread non-renewal of fixed-term 

contracts when they came to an end together with the limited creation of new fixed-term 

jobs – or indeed any jobs. Much the same is the case in the EU12, especially in Poland 

where before the onset of the crisis there was a marked increase in temporary jobs in all 

sectors. For young people under 25 in the EU15, however, there has been an increase 

over the recession period in the proportion employed on fixed-term contracts in all sectors 

apart from construction. What jobs have become available for young people, therefore, 

have been predominantly temporary ones. While there is less evidence of this in the EU12 

over the period as whole, in 2010, most jobs taken by those under 25 were fixed-term in 

these countries as well. 

 

This apparent tendency towards the greater use of fixed–term contracts for those jobs 

which are created is accompanied by an increase in part-time jobs in both the EU12 as 

well as the EU15. Both tendencies, together with increasing the average hours worked of 

existing staff to produce more when output when needed, are an understandable reaction 

of employers to the high level of uncertainty over future developments which prevails. 

However, they are occurring at a time when social security is being trimmed rather than 

extended as part of the measures taken to reduce government borrowing. Indeed, given 
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the constraints on public finances, there seems only a limited prospect at present of the 

safety net which is an integral part of the flexicurity approach being maintained and ex-

panded further in the countries where it is under-developed. This is especially so since 

some of the main countries concerned are in the south of Europe and are likely to face the 

most severe constraints on public spending for some time to come. 

While employers, therefore, might increasingly pursue the ‘flexi’ part of the policy and while 

workers might increasingly have little option but to accept the implications for the organisa-

tion of work and rates of pay, it is questionable whether governments across the EU will be 

able to deliver the ‘curity’ part of the policy on which the strategy depends if it is to be equi-

table and sustainable from an economic as well as social perspective. Given the emphasis 

put by industry stakeholders on flexibility in the work place being maintained and even in-

creased further as a major means of preserving and strengthening competitiveness, the 

need for effective social support could well become even more important in future years.  

 

6.11 Summary of main points 

There is little sign of the crisis which first beset the EU economies in 2008 coming to an 

end and growth is forecast to be sluggish across the EU over the next two years. 

 

In this context, the rate of net job creation is likely to remain low and unemployment to re-

main high in most parts of the EU at least in the short-to-medium-term, particularly in the 

construction industry and manufacturing sectors most affected by the recession. 

 

Even in the longer-term, the prospects for any significant increase in employment in the 

manufacturing sectors are limited by the ‘overhang’ of productivity built up over the crisis as 

well as by apparent overcapacity in some industries (motor vehicles in particular) which 

was evident even before the crisis hit. 

 

While growth of employment is likely in services in both the short and longer-term, it is like-

ly to be lower than before the crisis unless there is a significant pick-up of growth in manu-

facturing to generate the increase in income required to support the creation of jobs else-

where in the economy. 

 

While there might be a short-term trade-off between productivity and employment, in the 

longer-term, employment growth depends on growth of productivity, though specifically in 

manufacturing sectors in order to maintain their global competitiveness so that they can 

generate the growth in income on which employment growth depends.  

 

On the evidence of the years preceding the onset of the recession and of what has hap-

pened since, Italy and Spain are likely to experience slower growth of manufacturing in the 

future, together with France. This has implications for the balanced growth of the EU econ-

omy. 
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Young people have been hit particularly hard by the crisis and the lack of job creation 

which has accompanied it and employment rates of those aged 15-24 have fallen in all EU 

countries, in many considerably. This could have damaging long-term consequences for 

both the young people concerned and the economy. 

There is likely to be a continuing shift of manufacturing from the EU15 to the EU12, espe-

cially of engineering industries, though there are signs of production beginning to shift out 

of the EU12 to lower wage economies. 

 

Policy-makers across the EU need to recognise that the logic of globalisation is that labour-

intensive activities, especially those involved in the manufacture of mass market products, 

will gradually be concentrated in low-wage countries; and so focus on measures to en-

courage a shift to higher value-added activities rather than on maintaining the status quo. 

 

There is also likely to be a continuing shift in the composition of employment towards high-

er level jobs – to managers and professional – and away from skilled and semi-skilled 

manual workers, in particular. As in the past, this is likely to be common to all sectors. 

 

This shift will be accompanied by a growing share of jobs being taken by those with tertiary 

qualifications, though how far this will reflect job requirements as opposed to more young 

people coming on to the labour market with such qualifications is an open question.  

 

Whether manufacturing sectors in which growth is likely to be slow or negative will be able 

to attract the increasing numbers of tertiary-educated people entering the labour market on 

which their long-term competitiveness is likely to depend is questionable. 

 

Nevertheless, it is important for governments to ensure that education and training places 

are available for sufficient young people to be able undertake the programmes of study 

leading to the qualifications that industry is likely to need and that investment in education 

does not fall victim to austerity measures. 

 

The flexicurity approach to labour market policy, which has been advocated for some time 

at EU level, is being pursued by employers and is reflected in a shift to fixed-term and part-

time jobs across the Union as well as by more flexible ways of working and wage agree-

ments. But it is not being accompanied by a parallel strengthening of government support 

for workers who are, or who are liable to be, affected. Instead, social support systems and 

active labour market policies are being cut back, or are under threat of so being, as part of 

fiscal consolidation measures. 
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Appendix to Section 3.2 

 

Table A3.2.1A 

Long-run results for textiles, apparel, footwear, etc. (NACE CB (13-15)) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.859*** -0.609*** 6.805 -2.718*** -1.312*** -0.011 0.996 

(4.687) (-2.992) (1.595) (-6.637) (-2.897) (-1.085)  

BEL 
0.779*** -0.647*** 0.599 -0.698*** -1.773*** -0.017*** 0.999 

(13.685) (-11.139) (1.426) (-2.795) (-7.792) (-5.599)  

CZE 
-0.237 0.057 -2.701 1.245* -0.754 -0.075*** 0.996 

(-0.847) (0.174) (-0.609) (2.036) (-0.92) (-3.904)  

DEU 
0.617*** -0.55*** -12.08*** -0.37 -1.718*** -0.033*** 0.999 

(6.503) (-5.678) (-6.582) (-0.584) (-7.207) (-5.075)  

DNK 
0.526*** -0.936*** -1.493 0.69 -1.313*** -0.026*** 0.996 

(3.358) (-7.788) (-1.641) (1.106) (-2.889) (-4.289)  

ESP 
1.209*** -0.363** 1.277*** 0.315 -0.747 0.002 0.973 

(10.439) (-2.632) (9.254) (0.593) (-1.353) (0.436)  

FIN 
1.465*** -1.116*** 3.785*** -0.675 -3.074*** 0.019 0.996 

(11.106) (-5.733) (3.324) (-0.781) (-4.333) (1.537)  

FRA 
0.806*** -0.692*** -0.238 -2.286*** -0.647** -0.008 0.999 

(9.68) (-7.347) (-0.948) (-3.619) (-2.549) (-1.665)  

HUN 
0.708* -0.235 -4.994 1.865 0.802 -0.031 0.992 

(2.255) (-0.946) (-0.525) (0.908) (0.518) (-0.733)  

IRL 
1.229*** -0.712 1.96 0.138 -0.233 -0.011 0.988 

(5.624) (-1.702) (0.696) (0.07) (-0.259) (-0.449)  

ITA 
0.402*** -0.251** -0.06 -0.224 -0.556 -0.017*** 0.988 

(3.442) (-2.116) (-0.496) (-0.267) (-1.334) (-3.079)  

JPN 
0.349*** -0.292*** -4.209*** 2.807*** -0.243 -0.021*** 0.997 

(5.032) (-3.543) (-3.957) (3.577) (-0.668) (-4.926)  

NLD 
0.771*** -0.518*** 3.234** -0.336 0.197 -0.018*** 0.994 

(6.433) (-5.417) (2.065) (-0.736) (0.607) (-3.877)  

SVN 
0.63 -0.555 47.892 -1.692 36.875** -0.078* 0.995 

(1.637) (-1.246) (0.864) (-1.955) (2.843) (-2.567)  

SWE 
0.06 -0.111 -5.971 2.791 -0.275 -0.044*** 0.997 

(0.277) (-1.045) (-1.547) (1.602) (-1.191) (-4.531)  

UK 
0.7*** -0.8*** -0.351 0.098 0.144 -0.017*** 0.998 

(6.147) (-9.168) (-1.426) (0.325) (0.336) (-4.167)  

USA 
0.813*** -0.903*** -1.698** 0.932 -0.868*** -0.014* 0.998 

(14.488) (-5.122) (-2.198) (1.68) (-2.992) (-1.728)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1B 

Long-run results for chemicals (NACE rev. 2 CE (20)) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.307*** -0.063 -0.72** 0.295 -0.035 -0.024*** 0.976 

(5.618) (-0.955) (-2.376) (0.486) (-0.183) (-5.963)  

BEL 
0.243** -0.346*** -0.175* -0.313* -0.237 0.008* 0.74 

(2.652) (-3.779 (-1.874) (-1.712) (-0.667) (1.986)  

CZE 
0.023 0.063 -2.211** 2.154* -1.759** -0.042** 0.924 

(0.193) (0.451) (-3.175) (2.334) (-3.187) (-3.631)  

DEU 
-0.008 -0.556*** -1.9*** -3.372* -1.208 0.009 0.918 

(-0.028) (-3.468) (-3.144) (-1.873) (-1.489) (0.758)  

DNK 
0.194*** -0.265*** 0.031 0.566** -0.824*** 0 0.927 

(3.088) (-3.87) (0.341) (2.514) (-2.957) (0.017)  

ESP 
0.901*** -0.764*** 0.327*** -4.437 -0.905 0.024** 0.79 

(4.038) (-6.292) (2.765) (-1.62) (-1.54) (2.287)  

FIN 
0.47*** -0.338*** -0.131** 1.431 -1.51*** -0.018** 0.831 

(4.955) (-3.736) (-2.286) (1.283) (-3.05) (-2.523)  

FRA 
0.305*** -0.344*** -0.232 -2.003 -0.903*** -0.007 0.969 

(2.873) (-3.692) (-1.54) (-1.662) (-3.055) (-1.336)  

HUN 
0.814* -1.075** 1.921 -1.432 -1.362 0.005 0.963 

(3.747) (-2.736) (1.169) (-1.013 (-0.891) (0.202)  

IRL 
0.119* -0.054 -0.107 2.188 0.089 0.02** 0.992 

(1.992) (-0.427) (-0.472 (1.377 (0.275) (2.604)  

ITA 
0.013 -0.186 -0.145 -4.206** -0.088 0.001 0.94 

(0.083) (-1.353) (-1.278) (-2.513) (-0.137) (0.089)  

JPN 
0.224 -0.111 0.629* -0.467 -2.424*** -0.017 0.86 

(1.22) (-0.459) (1.793) (-0.144) (-3.32) (-1.397)  

NLD 
0.087 -0.188*** 0.215 1.711 -2.162*** -0.016*** 0.943 

(0.733) (-3.958) (1.567) (1.48) (-7.54) (-3.816)  

SVN 
0.249 0.271 2.152 -0.749 -2.501 -0.027 0.645 

(1.862) (1.244) (1.079) (-0.948) (-0.815) (-1.245)  

SWE 
0.462*** -0.649*** 1.178*** -3.108*** -0.564* 0.029** 0.963 

(5.098) (-6.905) (7.335) (-4.06) (-2.066) (2.428)  

UK 
0.094 -0.337*** -0.237*** 1.362*** -0.029 -0.025*** 0.988 

(0.973) (-3.341) (-5.851) (6.508) (-0.081) (-4.918)  

USA 
0.026 -0.268 1.064* -0.562 1.832 0.008 0.77 

(0.104) (-1.583) (1.805) (-0.737) (1.111) (0.696)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1C 

Long-run results for rubber, plastics, etc. 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.442*** -0.172 0.752** -0.001 -0.603 -0.01*** 0.896 

(2.916) (-0.947) (2.284) (-0.004) (-1.623) (-3.275)  

BEL 
1.012*** -1.045*** -0.079 0.967* -3.106*** -0.01 0.984 

(8.646) (-5.759) (-0.523) (2.029) (-8.265) (-1.325)  

CZE 
0.356** -0.072 -1.297 0.294 -0.951 -0.026 0.963 

(2.7) (-0.387) (-0.854) (0.295) (-1.912) (-1.785)  

DEU 
0.716*** -0.452*** 0.136 -1.908** -1.308*** -0.007 0.946 

(8.603) (-4.491) (0.813) (-2.189) (-6.094) (-1.378)  

DNK 
0.341*** -0.856*** -0.432*** 1.528*** -0.993** -0.029*** 0.955 

(3.846) (-8.839) (-3.611) (4.177) (-2.712) (-5.411)  

ESP 
1.192*** -1.084*** 0.175*** -2.217* -0.719* 0.009 0.939 

(11.277) (-8.532) (6.248) (-1.974) (-1.786) (1.28)  

FIN 
0.917*** -1.034*** 0.261** 0.174 -2.548*** -0.001 0.946 

(10.078) (-9.472) (3.339) (0.332) (-4.693) (-0.224)  

FRA 
0.365*** -0.077 -0.196*** -0.655 -0.748*** -0.024*** 0.973 

(4.204) (-0.904) (-3.365) (-0.637) (-3.122) (-8.592)  

HUN 
0.645** -0.802*** 0.189 -0.782 -0.747 0.027 0.977 

(2.809) (-7.427) (0.181) (-0.539) (-1.272) (0.883)  

IRL 
0.367*** -0.615*** -0.037 -0.69* -0.534 0.015*** 0.985 

(4) (-5.53) (-0.267) (-2.031) (-1.52) (5.878)  

ITA 
0.146 0.048 0.025 2.429*** 1.223* -0.011*** 0.683 

(1.049) (0.33) (1.544 (2.785) (1.984) (-3.85)  

JPN 
0.476*** -0.279*** -0.471*** 0.435 -1.3*** -0.008** 0.966 

(13.09) (-3.93) (-5.389) (0.307) (-5.401) (-2.5)  

NLD 
0.455*** -0.408*** 0.113 0.708** -0.405 0.001 0.948 

(6.469) (-4.008) (0.395) (2.232) (-1.396) (0.263)  

SVN 
-0.039 0.217 3.812 0.781 17.918 0.02 0.933 

(-0.071) (1.203) (1.649) (1.72) (0.345) (0.372)  

SWE 
0.116 -0.449** -0.331 5.012 -1.135** -0.011 0.917 

(0.36) (-2.52) (-0.317) (1.276) (-2.687) (-0.835)  

UK 
0.657*** -0.616*** -0.04 1.323*** -0.436 -0.019*** 0.985 

(7.323) (-5.303) (-0.841) (3.931) (-1.298) (-6.493)  

USA 
0.62*** -0.49*** -0.852*** 1.238** -2.056*** -0.025*** 0.947 

(16.403) (-4.749 (-4.821) (2.427) (-4.645) (-4.032)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1D 

Long-run results for basic metals and fabricated metal products (NACE rev. 2 CH (24-25)) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
-0.028 -0.211 -0.776 1.901*** -0.19 -0.016* 0.978 

(-0.213) (-1.399) (-0.605 (3.586) (-0.625) (-2.018)  

BEL 
1.268*** -0.778*** 2.226*** -2.322 -2.162*** 0.008 0.99 

(6.644) (-8.013) (3.169 (-1.67) (-4.589) (0.649)  

CZE 
0.409*** -0.08 -2.125** 0.213 -0.452 -0.019** 0.974 

(5.247) (-0.671) (-2.552) (0.168) (-1.555) (-3.5)  

DEU 
0.585*** -0.463*** 0.899 -0.648 -1.082*** -0.007* 0.976 

(6.83) (-6.388) (1.218) (-1.116) (-6.746) (-1.848)  

DNK 
0.516*** -0.836*** -0.756** 0.433 -0.94*** -0.007 0.898 

(6.681) (-10.144) (-2.398) (0.928) (-3.679) (-1.011)  

ESP 
0.231 0.05 0.203 8.719*** 2.111*** -0.017* 0.909 

(1.403) (0.326) (0.773) (3.792) (3.676) (-1.736)  

FIN 
0.688*** -0.188 -0.125 5.187** -0.22 -0.041** 0.74 

(3.85) (-0.741) (-0.818) (2.178) (-0.257) (-2.566)  

FRA 
0.511*** -0.381*** -0.059 0.076 -0.605*** -0.005 0.992 

(7.785) (-4.486) (-0.323) (0.116) (-4.011) (-1.645)  

HUN 
-0.113 -0.315 0.517 -0.044 -0.349 0.039 0.913 

(-0.267) (-0.98) (0.088 (-0.036) (-0.453) (1.26)  

IRL 
0.413*** -0.246* 0.179 0.863** -0.711* 0.005 0.983 

(4.818) (-2.132) (0.329) (2.763) (-1.954) (1.585)  

ITA 
0.213 -0.271* -0.48*** 4.849*** -1.349* -0.024*** 0.73 

(1.368) (-1.703) (-5.291) (4.003) (-1.975) -(3.498)  

JPN 
0.506*** 0.031 -0.876 7.54*** -0.889** -0.034*** 0.891 

(5.508) (0.211) (-1.44) (2.877) (-2.521) (-4.164)  

NLD 
0.805*** 0.104 1.902*** 0.205 -0.539* -0.022*** 0.934 

(4.774) (0.928) (5.454) (0.772) (-1.936) (-4.319)  

SVN 
1.73** -0.761* 13.557 -3.225 -6.612 -0.057* 0.924 

(3.822) (-2.154) (1.993) (-1.276) (-1.102) (-2.405)  

SWE 
0.533*** -0.21 1.266*** 1.223 -0.676** -0.008 0.969 

(3.677) (-1.577) (5.812) (1.797) (-2.405) (-1.787)  

UK 
0.741*** -0.747*** -0.45** 1.102*** -2.467*** -0.022*** 0.985 

(5.062) (-4.131) (-2.317) (3.971) (-3.858) (-3.986)  

USA 
0.923*** -0.543*** 1.041* -0.682 -1.749*** -0.002 0.979 

(9.857) (-4.016) (1.928) (-1.533) (-4.24) (-0.295)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1E 

Long-run results for electronic, electrical and optical products (NACE rev. 2 CI+CJ (26-27)) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.451*** 0.522* -0.996 0.148 1.103** -0.04*** 0.841 

(3.44) (1.902) (-0.886) (0.345) (2.122) (-2.846)  

BEL 
0.396*** -0.13 0.032 0.312 -0.816** -0.033*** 0.994 

(3.198) (-0.925) (0.163) (1.46) (-2.137) -4.302)  

CZE 
0.026 -0.08 -6.997*** 0.485* -0.571 0.025*** 0.997 

(0.57) (-1.607) (-3.68) (2.268) (-1.782) (4.102)  

DEU 
0.681*** -0.519*** 6.631 -1.02** -2.03*** -0.008 0.964 

(5.891) (-3.484) (1.265) (-2.543) (-7.105) (-1.068)  

DNK 
0.724*** -0.076 0.446** -0.075 0.068 -0.033*** 0.768 

(7.541) (-0.501) (2.343) (-0.316) (0.196) (-3.244)  

ESP 
0.411*** -0.358*** 0.11** 0.281 0.606 0.002 0.803 

(4.96) (-2.961) (2.125) (1.027) (1.474) (0.428)  

FIN 
0.549*** -0.381*** -0.672*** -0.149 -0.688 -0.025*** 0.973 

(11.98) (-3.758) (-3.186) (-0.235) (-1.103) (-2.73)  

FRA 
0.402*** -0.325*** -0.293 -0.108 -1.35*** -0.012*** 0.972 

(7.17) (-6.258) (-0.9) (-1.164) (-4.842) (-8.773)  

HUN 
0.29 0.151 -2.841 0.527 -2.489 -0.05** 0.99 

(1.325) (1.499) (-0.659) (0.343) (-1.629) (-3.209)  

IRL 
0.503*** -0.325 0.982 1.671 1.877 -0.003 0.983 

(3.156) (-1.487) (1.14) (1.36) (1.763) (-0.195)  

ITA 
0.759*** -0.75*** 0.383** -1.142*** -0.887** 0.008* 0.79 

(7.169) (-7.572) (2.096) (-3.16) (-2.099) (1.92)  

JPN 
0.41*** -0.524*** -2.526*** 2.686*** -1.808*** 0.003 0.97 

(7.116) (-8.453) (-6.442) (4.366) (-7.821) (0.507)  

NLD 
0.07 -0.333*** 0.708 0.355** -1.895*** -0.016*** 0.987 

(1.209) (-6.088) (0.691) (2.158) (-6.485) (-5.509)  

SVN 
0.749** -0.192 5.468 -0.078 11.198*** -0.076*** 0.902 

(2.605) (-1.225) (1.249) (-0.427) (4.339) (-4.377)  

SWE 
-0.144 0.441** -6.423** -1.711 1.388 -0.081* 0.876 

(-0.843) (3.253) (-2.783) (-0.722) (1.042) (-1.869)  

UK 
0.644*** -0.445*** -0.496** 0.992*** -0.19 -0.037*** 0.983 

(7.675) (-5.92) (-2.492) (2.873) (-0.446) (-4.54)  

USA 
0.684*** -0.391*** -0.015 0.397 0.835 -0.048*** 0.933 

(4.423) (-3.317) (-0.016) (0.665) (1.478) (-5.079)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1F 

Long-run results for machinery and equipment n.e.c. (NACE rev. 2 CK28) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.25 0.211 -1.474 0.645 0.107 -0.024* 0.554 

(1.149) (0.618) (-0.749) (1.36) (0.219) (-1.93)  

BEL 
0.635*** -0.484*** 0.249 0.007 -0.817 -0.012*** 0.987 

(7.729) (-5.341) (0.449) (0.026) (-1.682) (-2.829)  

CZE 
0.226 0.195 -0.805 0.444 -1.387*** -0.046 0.972 

(1.164) (0.452) (-0.623) (0.485) (-4.125) (-1.836)  

DEU 
0.947*** -0.495*** 2.209 -0.46 -1.669*** -0.01** 0.976 

(7.704) (-3.754) (1.647) (-0.841) (-10.415) (-2.576)  

DNK 
0.477*** -0.809*** -1.515** 0.49* -0.849** -0.014** 0.859 

(3.241) (-6.961) (-2.455) (1.763) (-2.683) (-2.56)  

ESP 
1.351*** -1.193*** 0.27*** -5.562*** -2.262*** 0.026*** 0.94 

(11.702) (-8.483) (4.067) (-3.446) (-4.661) (3.059)  

FIN 
0.771*** -0.892*** -0.064 -0.098 -1.066*** 0.002 0.819 

(9.44) (-7.448) (-0.365) (-0.135) (-3.108) (0.257)  

FRA 
0.432*** -0.347*** 0.96 -1.051*** -0.573*** -0.004 0.995 

(10.85) (-10.879) (1.322) (-4.151) (-3.85) (-1.272)  

HUN 
0.487* -0.552*** 2.786 -0.357 -1.045* 0.003 0.98 

(2.349) (-5.364) (1.303) (-0.417) (-2.299) (0.116)  

IRL 
0.467*** -0.525*** -0.021 -0.127 1.56** -0.006 0.868 

(4.105) (-3.668) (-0.172) (-0.288) (2.467) (-1.341)  

ITA 
0.746*** -0.799*** 0.151 -0.195 -1.701*** 0.003 0.944 

(8.508) (-9.549) (1.604) (-0.336) (-4.445) (0.629)  

JPN 
0.372*** -0.313*** -0.549 3.38*** -1.162*** -0.023*** 0.937 

(7.716) (-4.724) (-0.94) (5.184) (-9.011) (-3.886)  

NLD 
0.245** -0.442** 0.998 0.21 -1.622** 0.002 0.717 

(2.136) (-2.151) (1.05) (0.751) (-2.165) (0.228)  

SVN 
0.026 -0.698 -15.324 1.686 9.837 0.049 0.893 

(0.022) (-1.346) (-0.213) (1.78) (0.704) (0.678)  

SWE 
0.726* -0.332** 3.281 0.365 -0.421* -0.007 0.915 

(2.241) (-2.356) (1.396) (0.994) (-2.288) (-0.786)  

UK 
0.431*** -0.312*** -0.321*** 0.138 -0.258 -0.025*** 0.99 

(4.335) (-4.613) (-2.856) (0.745) (-0.777) (-6.77)  

USA 
0.594*** -0.96*** -0.313 0.413 -0.756 -0.009 0.971 

(4.672) (-7.533) (-0.412) (1.228) (-1.694) (-1.597)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1G 

Long-run results for motor vehicles (NACE rev. 2 CL29) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.309*** -0.273* -0.011 1.38*** 0.2 -0.003 0.966 

(3.685) (-1.983) (-0.024) (4.287) (0.858) (-1.163)  

BEL 
0.512*** -0.472*** -1.578 -0.167 -1.073*** -0.003 0.8 

(3.998) (-4.809) (-1.64) (-0.469) (-3.856) (-0.858)  

CZE 
-0.019 0.464** -2.016 0.489 -0.723 -0.004 0.981 

(-0.164) (2.667) (-0.73) (1.225) (-1.651) (-0.438)  

DEU 
0.405*** -0.511*** -0.419 -0.511 -1.34*** 0.004 0.85 

(3.656) (-3.442) (-0.415) (-1.145) (-6.254) (0.793)  

DNK 
0.413** -0.45** -2.408 1.094* -1.057 -0.035*** 0.956 

(2.684) (-2.165) (-1.553) (2.039) (-1.531) (-3.059)  

ESP 
0.112 0.092 -0.428*** 4.624*** 1.294** -0.025*** 0.717 

(0.886) (0.634) (-3.712) (3.476) (2.408) (-4.302)  

FIN 
0.218 -0.26* -2.727*** -0.398 0.552 -0.016** 0.933 

(1.55) (-2.026) (-4.092) (-0.575) (1.236) (-2.648)  

FRA 
0.276** -0.145 -2.021*** 0.103 0.253 -0.02*** 0.943 

(2.168) (-1.293) (-3.065) (0.078) (0.463) (-2.73)  

HUN 
-0.109 -0.362 -3.374 -2.404 -2.128 0.104* 0.982 

(-0.273 (-1.366) (-0.699) (-0.811) (-1.285) (2.15)  

IRL 
0.434** -0.455** 4.386 0.165 -0.425 -0.004 0.916 

(2.501) (-2.254) (0.816) (0.469) (-0.531) (-0.274)  

ITA 
0.162 -0.384*** -0.952** -2.041*** -0.415 0.001 0.958 

(1.526) (-4.46) (-2.162) (-3.545) (-0.994) (0.266)  

JPN 
0.212** -0.191** -4.22*** 4.125*** -1.088*** -0.005 0.798 

(2.339) (-2.223) (-3.226) (3.625) (-5.405) (-1.027)  

NLD 
0.441*** -0.213* -1.982** 0.135 -0.601* -0.025*** 0.977 

(9.983) (-1.713) (-2.123) (0.891) (-1.946) (-4.961)  

SVN 
0.212 -0.038 16.388** 0.657 13.34 -0.04 0.951 

(1.319) (-0.129) (3.173) (1.438) (1.807) (-1.087)  

SWE 
-0.184 0.265 -0.975 2.054** 0.24 -0.005 0.935 

(-0.78) (1.021) (-0.564) (2.629) (0.426) (-0.277)  

UK 
0.462 -0.812*** -0.433 1.803 -0.441 -0.029 0.957 

(1.432) (-4.118) (-0.425) (0.595) (-0.527) (-0.969)  

USA 
-0.116 -0.222** -10.412*** 2.389*** -1.619*** -0.038*** 0.889 

(-1.008) (-2.452) (-6.093) (5.085) (-2.965) (-5.473)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1H 

Long-run results for construction (NACE rev. 2 F) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.869*** -0.263 -0.758* -2.025 -0.631** -0.018*** 0.94 

(15.257) (-1.628) (-1.975) (-1.462) (-2.353) (-3.041)  

BEL 
1.226*** -0.724*** 0.43 -0.771*** -1.478*** -0.006** 0.976 

(17.921) (-3.993) (0.891) (-2.782) (-7.277) (-2.423)  

CZE 
0.21 -0.075 -2.666 -2.584 -0.472 0.006 0.961 

(1.417) (-0.694) (-0.246) (-1.854) (-0.509) (0.927)  

DEU 
1.053*** -0.399*** 0.77** -2.464* -0.845** 0.01 0.962 

(18.508) (-3.664) (2.305) (-1.779) (-2.546) (1.528)  

DNK 
0.681*** -0.525*** 0.903 -0.285 0.014 0.002 0.931 

(8.629) (-4.202) (0.414) (-0.929) (0.04) (0.257)  

ESP 
1.058*** -0.794*** 0.013 -2.025*** 0.931*** 0.002 0.994 

(19.769) (-9.98) (0.354) (-5.022) (4.572) (1.092)  

FIN 
0.942*** -0.778*** 7.175* -0.439*** -2.244*** 0.002 0.985 

(14.894) (-16.634) (1.804) (-2.982) (-10.072) (0.812)  

FRA 
0.83*** -0.595*** 1.335*** -0.823 -1.389*** 0.003 0.981 

(10.426) (-9.277) (3.769) (-0.911) (-6.457) (0.695)  

HUN 
0.294 -0.265 0.264 0.377 -1.576 0.022 0.981 

(1.502) (-1.345) (0.221) (0.324) (-1.465) (0.984)  

IRL 
0.772*** -0.843*** -173.579 -349.671* -0.231 0.022** 0.999 

(4.174) (-7.412) (-1.686) (-2.109) (-0.745) (2.22)  

ITA 
0.995*** -0.596*** 0.257*** 0.255 -0.211 -0.003 0.944 

10.266) (-4.686) (4.732) (0.273) (-0.603) (-1.174)  

JPN 
0.659*** 0.154 0.817 -4.69* -2.329*** 0.008 0.89 

(4.256) (0.498) (0.779) (-1.821) (-4.977) (1.008)  

NLD 
0.7*** -0.764*** -3.757*** 0.757*** -0.928*** -0.017*** 0.957 

(9.846) (-8.267) (-2.976) (2.972) (-6.477) (-4.577)  

SVN 
0.749*** -0.602*** 7.052** -0.497 2.887 -0.003 0.991 

(6.69) (-5.311) (3.779) (-1.134) (1.068) (-0.191)  

SWE 
1.225*** -0.162 7.98*** -1.674 -0.206 -0.002 0.983 

(6.935) (-0.737) (4.433) (-1.48) (-0.571) (-0.553)  

UK 
0.47*** -0.638*** 170.849*** 97.678 -1.044*** -0.009 0.797 

(4.851) (-5.543) (3.299) (0.176) (-3.973) (-1.457)  

USA 
0.678*** -0.711*** -0.352 0.33 -0.19 -0.001 0.987 

(8.812) (-6.622) (-0.448) (1.309) (-0.253) (-0.303)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1I 

Long-run results for wholesale and retail trade (NACE rev. 2 G) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.473*** -0.36** 1.17*** -0.595*** -0.947** 0.017*** 0.991 

(5.692) (-2.639) (4.76) (-4.092) (-2.47) (4.189)  

BEL 
0.663*** -0.396*** 0.039 -0.106 -0.266 0.001 0.801 

(7.637) (-7.59) (0.251) (-1.021) (-1.381) (0.817)  

CZE 
0.22 -0.041 -0.395 -0.319 -0.421 -0.011 0.563 

(1.208) (-0.289) (-0.297) (-0.591) (-0.975) (-0.579)  

DEU 
0.446*** -0.123* 0.624*** -0.55*** -0.877*** 0 0.991 

(9.196) (-1.811) (2.734) (-4.861) (-4.073) (0.099)  

DNK 
0.297*** -0.005 -0.065 0.685*** -0.759*** -0.022*** 0.841 

(3.76) (-0.063) (-0.832) (4.4) (-3.649) (-5.813)  

ESP 
1.076*** -0.712*** 0.006 1.509*** 0.259 -0.007*** 0.996 

(13.118) (-8.282) (0.338) (6.299) (1.302) (-3.154)  

FIN 
0.542*** -0.225*** -0.137** 0.305*** -1.805*** -0.02*** 0.969 

(13.534) (-3.144) (-2.348) (2.928) (-5.458) (-10.088)  

FRA 
0.011 -0.098 -0.355*** 2.375*** -0.08 -0.008* 0.941 

(0.1) (-0.678) (-3.64) (5.06) (-0.322) (-2.021)  

HUN 
-0.958* -0.243 -0.632 0.903 0.139 0.068* 0.969 

(-2.304) (-1.413) (-0.574) (0.925) (0.091) (2.091)  

IRL 
-0.11 -0.265*** -0.196 2.488*** -0.786 0.02*** 0.993 

(-1.062) (-4.682) (-0.425) (5.435) (-1.215) (5.11)  

ITA 
-0.156 -0.534*** -0.254*** 0.523 -0.621 0.013** 0.959 

(-0.714) (-3.333) (-3.681) (0.931) (-1.039) (2.677)  

JPN 
0.198*** 0.196** 0.038 -1.296*** 0.222 -0.003 0.966 

(4.026) (2.348) (0.162) (-2.982) (1.433) (-1.177)  

NLD 
0.754*** -0.234** 1.819 -0.673* -0.805 0.005 0.98 

(6.141) (-2.261) 1.637) (-1.734) (-1.545) (0.706)  

SVN 
-0.523 0.724 -0.901 -0.155 -2.517 -0.008 0.79 

(-0.998) (1.566) (-0.533) (-0.109) (-1.422) (-0.45)  

SWE 
-0.018 -0.535** 1.268 -0.391 -0.661 0.027 0.927 

(-0.05) (-2.359) (1.132) (-0.517) (-1.57) (1.253)  

UK 
0.017 -0.04 -0.347*** 0.958*** 0.187 -0.009 0.951 

(0.206) (-0.491) (-2.825) (3.439) (0.817) (-1.69)  

USA 
0.547*** -0.272* -1.283** 0.087 -2.015*** -0.01* 0.992 

(5.168) (-1.963) (-2.221) (0.408) (-4.317) (-1.771)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1J 

Long-run results for accommodation and food service activities (NACE rev. 2 I) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
0.579** 0.456** 8.076*** -0.991*** 0.257 0.037*** 0.987 

(2.588) (2.111) (6.297) (-3.005) (0.931) (8.103)  

BEL 
0.152 -0.188*** 1.921*** -0.667*** -0.46*** 0.019*** 0.994 

(1.693) (-3.157) (3.574) (-4.909) (-4.535) (6.729)  

CZE 
0.268 -0.579 2.351 -3.25 -2.415** 0.03 0.923 

(1.16) (-1.576) (1.67) (-1.49) (-2.725) (1.694)  

DEU 
0.137*** -0.239*** -102.365*** -2600*** -0.68*** 0.027*** 0.999 

(2.438) (-5.157) (-8.481) (-3.617) (-3.374) (8.459)  

DNK 
0.306 -0.122 3.024*** -0.338** -0.482 0.02*** 0.956 

(1.681) (-0.9) (6.146) (-2.422) (-1.162) (6.405)  

ESP 
0.697*** -0.346*** 0.151*** 4.425*** -0.171 0.005* 0.998 

(8.172) (-3.792) (9.461) (4.293) (-0.866) (1.921)  

FIN 
0.827*** -0.653*** 0.882 -0.233 -0.527 0.002 0.891 

(9.145) (-8.787) (0.976) (-0.475) (-1.404) (0.365)  

FRA 
-0.007 -0.104 1.003 -0.186 0.095 0.02*** 0.985 

(-0.052) (-0.47) (1.136) (-0.629) (0.187) (3.71)  

HUN 
0.28 -0.287 0.647 0.033 -0.498 0.03 0.968 

(0.992) (-0.992) (0.357) (0.052) (-0.663) (1.308)  

IRL 
0.489* -0.848*** 0.424 0.336 -1.141*** 0.025** 0.983 

(1.935) (-7.717) (0.435) (1.058) (-6.443) (2.398)  

ITA 
-0.412*** -0.128** -0.134** 1.199*** -0.735*** 0.019*** 0.991 

(-2.919) (-2.135) (-2.146) (2.772) (-3.539) (6.376)  

JPN 
0.247 -0.205* -0.862 -10.446*** -0.165 0.028*** 0.986 

(1.267) (-1.723) (-1.558) (-3.511) (-0.356) (3.558)  

NLD 
1.018*** -0.61*** 2.404** -0.597*** -1.248*** 0.006 0.998 

(14.622) (-8.556) (2.269) (-3.013) (-6.655) (1.172)  

SVN 
0.989*** -0.564** 6.719 0.036 -1.405 -0.008 0.973 

(4.144) (-2.991) (1.2) (0.076) (-0.578) (-0.409)  

SWE 
0.538* -0.149 7.401 0.885** 0.271 -0.019 0.978 

(2.048) (-0.327) (0.882) (2.464) (0.395) (-1.496)  

UK 
0.357*** 0.27*** -0.257*** 0.648*** -0.366* -0.001 0.992 

(3.337) (4.638) (-2.98) (3.11) (-1.859) (-0.129)  

USA 
0.528*** -0.118 -1.396*** -0.062 -0.218 0.004 0.999 

(6.73) (-1.459) (-8.242) (-0.375) (-1.062) (1.447)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.1K 

Long-run results for financial and insurance activities (NACE rev. K) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 
-0.187 -0.184 -0.544** -0.589** -0.702* 0.018*** 0.975 

(-1.245) (-0.984) (-2.118) (-2.361) (-1.968) (3.456)  

BEL 
-0.268*** -0.016 -0.303*** 0.578** 0.449 0 0.931 

(-3.772) (-0.194) (-4.025) (2.277) (0.854) (0.085)  

CZE 
0.201 0.219 0.382 -1.275 0.127 0.01 0.777 

(1.242) (1.157) (0.277) (-1.653) (0.153) (0.467)  

DEU 
0.415*** -0.117** -0.143 0.148 -1.048** -0.006 0.983 

(6.302) (-2.331) (-0.806) (0.495) (-2.462) (-0.761)  

DNK 
-0.074 0.253* -0.24*** -0.055 0.724* -0.005 0.92 

(-0.471) (1.726) (-5.824) (-0.483) (1.71) (-0.696)  

ESP 
0.396*** -0.429*** -0.464*** 0.36 0.587 -0.008 0.984 

(5.258) (-4.842) (-6.058) (1.216) (1.306) (-1.184)  

FIN 
0.472*** 0.108 0.081 -0.932*** -0.016 0.007 0.89 

(3.482) (0.856) (1.422) (-2.776) (-0.035) (0.634)  

FRA 
0.15* -0.172** -0.163** -1.409*** -1.23*** 0.016*** 0.975 

(1.988) (-2.526) (-2.558) (-4.45) (-4.07) (3.333)  

HUN 
0.418** -0.767** 3.278** -2.774** 0.424 0.12** 0.843 

(3.602) (-3.142) (3.339) (-3.146) (0.495) (3.454)  

IRL 
0.543*** -0.157 0.399* 1.562 0.405 0.01 0.993 

(5.094) (-0.748) (2.085) (1.408) (0.478) (0.99)  

ITA 
-0.302** -0.099 -0.099** -1.388*** 0.398* 0.051*** 0.988 

(-2.113) (-1.373) (-2.65) (-7.56) (1.977) (11.12)  

JPN 
0.238** 0 -0.238 -1.49*** -0.568 0.007 0.933 

(2.72) (-0.004) (-1.405) (-4.075) (-1.344) (1.129)  

NLD 
0.374 -0.095 -0.071 0.045 -0.395 0.003 0.974 

(1.191) (-0.781) (-0.367) (0.355) (-0.584) (0.244)  

SVN 
0.137 -0.028 0.345** -0.41 -2.691** 0.032* 0.995 

(1.061) (-0.389) (3.834) (-1.138) (-3.023) (2.519)  

SWE 
-0.091 0.211 -0.765 2.517*** -0.962** -0.035** 0.942 

(-0.302) (1.04) (-1.149) (4.681) (-2.61) (-3.136)  

UK 
0.235 0.056 -0.013 -0.962*** 1.141* 0.024*** 0.936 

(0.932) (0.75) (-0.056) (-3.074) (1.958) (3.403)  

USA 
0.763*** -0.153 0.446 -1.526*** 2.008 0.024*** 0.98 

(3.22) (-0.663) (1.074) (-4.117) (1.614) (2.807)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.1L 

Long-run results for real estate and business activities (NACE rev. LMN) 

 VA WAGE K/Y ICT HOURS t R
2 

AUT 0.452** -0.589*** 0.253** 0.36 -0.338 0.021*** 0.996 

 2.163 -5.486 2.565 1.445 -1.076 2.799  

BEL 0.035 -0.175 0.331 -0.876*** -0.045 0.066*** 0.996 

 0.138 -1.208 1.63 -2.826 -0.055 4.955  

CZE 0.167 0.151 2.509 -2.091 -0.297 0.076 0.991 

 1.168 0.695 1.857 -1.741 -0.669 2.652  

DEU 1.297*** 0.163 0.248*** 1.39** -0.877** -0.022** 0.999 

 11.04 1.474 5.873 3.759 -2.556 -2.676  

DNK 0.584** 0.162 -0.002 0.599*** 0.424 0.01** 0.994 

 2.385 0.609 -0.078 3.294 1.207 2.326  

ESP 1.174*** -0.52 0.058 -4.856*** -1.088 0.037* 0.992 

 3.569 -1.427 1.444 -3.24 -1.317 1.971  

FIN 1.484*** 0.077 -0.024 7.057*** -1.728*** -0.024*** 0.998 

 8.287 0.591 -0.263 6.85 -4.578 -4.545  

FRA 0.789*** -0.462*** -0.066* 4.606*** -0.719*** -0.013*** 0.999 

 5.254 -11.788 -1.923 6.657 -2.89 -3.438  

HUN 0.798* 0.199 4.881*** -8.072*** -1.169* 0.287*** 0.995 

 2.042 0.793 3.876 -4.706 -2.127 4.651  

IRL 0.229 -0.593*** -0.575 3.811*** -1.214* 0.032*** 0.991 

 1.493 -5.994 -0.927 3.405 -1.951 4.049  

ITA 1.398*** -0.643*** 0.009 2.443** -0.385** -0.001 0.998 

 9.937 -5.965 1.141 2.681 -2.619 -0.16  

JPN 0.987*** -0.123 -0.482 1.589 0.475 0.004 0.998 

 5.817 -1.628 -1.311 1.563 1.367 0.653  

NLD 1.049*** -0.763*** -0.029 1.836*** -0.605*** -0.013** 0.998 

 9.847 -6.853 -0.161 4.271 -2.751 -2.552  

SVN 1.172** 0.23 -1.456** -3.732 -0.432 -0.014 0.996 

 3.642 0.589 -2.594 -0.91 -0.137 -1.317  

SWE 0.666*** 0.486* -0.266 8.992*** -1.566*** -0.049*** 0.998 

 3.651 2.144 -0.193 3.647 -6.59 -4.986  

UK 0.595*** -0.162*** -0.026 0.293** -0.598** 0.005 0.997 

 6.282 -6.445 -1.068 2.153 -2.636 1.201  

USA 1.39*** -0.807** -0.128 -0.52 -0.267 0.006 0.995 

 3.322 -2.323 -0.884 -1.378 -0.272 0.45  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A3.2.2A 

Short-run results for textiles, apparel, footwear, etc. (NACE rev. 2 CB (13-15)) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.316* -0.312 -4.429 -0.619 -0.721 -0.472*** 0.429 

(1.81) -(1.51) -(1.34) -(1.07) -(1.49) -(3.21)  

BEL 
0.672*** -0.557*** 0.185 -0.145 -1.414*** -0.541** 0.67 

(4.38) -(3.61) (.32) -(.5) -(4.) -(2.54)  

CZE 
-0.117 -0.117 -5.261* 0.534* -2.065*** -1.644*** 0.899 

-(1.16) -(.97) -(2.53) (2.32) -(5.35) -(5.82)  

DEU 
0.7*** -0.414*** -5.724 0.563 -1.523*** -0.493*** 0.845 

(4.3) -(3.54) -(1.22) (.71) -(7.41) -(3.45)  

DNK 
0.528*** -0.596*** -1.186* 0.146 -0.287 -0.574*** 0.706 

(4.35) -(5.22) -(1.88) (.31) -(1.38) -(5.)  

ESP 
1.091*** -0.613*** 1.224*** -1.342*** -0.772** -0.335** 0.733 

(7.28) -(5.64) (3.95) -(3.71) -(2.33) -(2.16)  

FIN 
0.905*** -0.757*** -0.244 0.455 -1.476** -0.366 0.693 

(3.59) -(4.27) -(.22) (.78) -(2.37) -(1.62)  

FRA 
0.699*** -0.634*** -0.119 -2.012** -0.384** -0.339** 0.767 

(7.3) -(5.57) -(.39) -(2.61) -(2.4) -(2.63)  

HUN 
1.067*** -0.001 1.226 -0.149 1.534* -1.905*** 0.96 

(6.27) -(.01) (.29) -(.15) (2.14) -(4.08)  

IRL 
1.049*** -0.121 -0.168 -0.488 0.026 -0.771* 0.773 

(4.72) -(.58) -(.12) -(.55) (.09) -(2.01)  

ITA 
0.46*** -0.331*** 0.18 -0.357 -0.483** -0.393** 0.469 

(5.23) -(3.82) (1.08) -(.27) -(2.51) -(2.29)  

JPN 
0.282*** -0.292*** -4.634*** 1.984** -0.576* -0.68*** 0.774 

(3.86) -(4.52) -(3.02) (2.51) -(1.86) -(4.15)  

NLD 
0.726*** -0.608*** 2.605** 0.252 -0.481* -0.305* 0.653 

(8.31) -(5.58) (2.06) (.38) -(1.85) -(1.7)  

SVN 
0.617*** -0.762*** 40.916* -1.456*** 28.173*** -1.778*** 0.961 

(7.22) -(5.75) (2.67) -(4.84) (6.4) -(6.99)  

SWE 
0.142 -0.136** -7.21** 1.373* -0.315** -1.242*** 0.923 

(1.21) -(2.89) -(2.72) (2.1) -(2.78) -(3.89)  

UK 
0.715*** -0.617*** -0.147 0.697 0.632 -0.492** 0.785 

(5.23) -(5.18) -(.3) (.95) (1.26) -(2.65)  

USA 
0.718*** -0.864*** -2.427*** 1.23 -0.65** -0.831*** 0.855 

(7.88) -(8.06) -(3.54) (1.45) -(2.11) -(3.27)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2B 

Short-run results for chemicals (NACE rev. 2 CE (20)) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.149*** -0.068 -1.307*** 1.177* 0.211* -1.017*** 0.699 

(3.2) -(1.24) -(3.94) (1.95) (1.88) -(5.54)  

BEL 
0.238** -0.291*** -0.179 0.206 -0.199 -0.336*** 0.474 

(2.37) -(3.08) -(1.56) (.83) -(.66) -(3.08)  

CZE 
0.102 0.016 -2.231*** 2.428*** -2.204*** -1.825*** 0.963 

(1.95) (.33) -(6.14) (6.06) -(9.24) -(7.84)  

DEU 
-0.046 -0.151** -1.098*** 4.871*** -0.519* -0.2** 0.506 

-(.45) -(2.28) -(3.19) (3.08) -(1.94) -(2.48)  

DNK 
0.174*** -0.167*** 0.108 -0.11 -0.168 -0.959*** 0.593 

(3.7) -(2.98) (1.2) -(.36) -(.66) -(6.45)  

ESP 
0.437*** -0.389*** 0.046 0.687 -0.646** -0.203 0.407 

(2.94) -(3.81) (.44) (.49) -(2.42) -(1.58)  

FIN 
0.295*** -0.303** -0.102 -0.416 -0.845* -0.578** 0.451 

(2.83) -(2.42) -(1.05) -(.24) -(1.83) -(2.65)  

FRA 
0.228*** -0.215*** -0.156 0.033 -0.421* -0.196** 0.31 

(3.02) -(3.01) -(1.57) (.05) -(1.9) -(2.16)  

HUN 
0.824*** -1.048*** 3.254*** -2.202** -2.108* -1.378** 0.877 

(5.59) -(6.25) (6.65) -(3.09) -(2.57) -(2.61)  

IRL 
0.169*** -0.213* 0.101 2.533*** 0.295 -1.296*** 0.789 

(6.28) -(2.07) (.88) (3.51) (1.46) -(6.23)  

ITA 
0.124 -0.164 0.021 -2.982 0.225 -0.199* 0.234 

(1.43) -(1.58) (.25) -(1.69) (.71) -(1.91)  

JPN 
0.147 -0.172 -0.199 2.929 -0.415 -0.664*** 0.365 

(.86) -(.91) -(1.) (.92) -(.65) -(4.07)  

NLD 
-0.013 -0.1* -0.085 -0.654 -0.966** -0.525*** 0.411 

-(.21) -(1.92) -(1.16) -(.48) -(2.6) -(4.69)  

SVN 
0.332** 0.168 2.07* -0.556 0.499 -1.678** 0.861 

(3.48) (1.62) (2.55) -(1.56) (.3) -(3.42)  

SWE 
0.403*** -0.614*** 1.087*** -3.522*** -0.537*** -1.504*** 0.936 

(6.89) -(10.34) (6.6) -(4.49) -(4.81) -(6.26)  

UK 
0.253*** -0.427*** -0.216*** 1.49*** 0.381 -0.684*** 0.581 

(2.83) -(6.) -(2.96) (4.58) (.96) -(3.99)  

USA 
0.152 -0.308 0.427 0.261 1.375 -0.289 0.334 

(1.06) -(1.51) (.78) (.44) (1.17) -(1.55)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2C 

Short-run results for rubber, plastics, etc. (NACE rev. 2 CG (22-23)) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.322* -0.036 0.377 0.839 -0.406* -0.75*** 0.426 

(1.95) -(.23) (.66) (1.66) -(1.94) -(5.6)  

BEL 
0.651*** -0.554*** 0.052 1.078 -1.419** -0.329** 0.552 

(5.27) -(3.76) (.32) (1.51) -(2.73) -(2.34)  

CZE 
0.235** 0.113 -2.622** 0.328 -0.742 -1.338** 0.907 

(3.55) (.7) -(3.26) (.53) -(2.01) -(3.22)  

DEU 
0.662*** -0.328** -0.163 0.562 -0.869*** -0.52*** 0.729 

(7.77) -(2.59) -(.91) (.33) -(6.02) -(3.65)  

DNK 
0.378*** -0.778*** -0.462*** 0.889* -0.401 -0.483*** 0.606 

(5.18) -(5.3) -(4.11) (1.82) -(1.69) -(3.08)  

ESP 
0.796*** -0.629*** 0.087* -0.066 -0.324 -0.026 0.696 

(5.98) -(3.93) (1.72) -(.07) -(.91) -(.14)  

FIN 
0.807*** -0.706*** 0.101 0.194 -1.697*** -0.561*** 0.695 

(6.04) -(4.76) (1.35) (.37) -(3.54) -(3.26)  

FRA 
0.358*** -0.159 -0.227*** 1.792* -0.418 -0.408*** 0.579 

(3.15) -(1.4) -(2.98) (2.01) -(1.67) -(3.14)  

HUN 
0.808*** -0.809*** 1.329** -2.538** -1.109*** -1.578*** 0.969 

(10.49) -(9.36) (2.58) -(3.79) -(4.48) -(6.86)  

IRL 
0.438*** -0.617*** -0.067 -0.613** -0.452** -0.698** 0.804 

(7.9) -(8.41) -(.75) -(2.28) -(2.69) -(2.79)  

ITA 
0.122 -0.016 0.001 4.364*** 1.193*** -0.576*** 0.489 

(1.61) -(.22) (.03) (3.6) (2.89) -(3.26)  

JPN 
0.438*** -0.231*** -0.478** -2.194 -0.945*** -0.898*** 0.702 

(6.66) -(5.1) -(2.44) -(.97) -(4.19) -(5.14)  

NLD 
0.431*** -0.441*** 0.137 -0.091 -0.583*** -0.285 0.448 

(4.23) -(4.73) (.89) -(.29) -(3.63) -(1.61)  

SVN 
-0.349 0.124 1.958 0.647* -7.942 -1.666*** 0.961 

-(2.08) (1.49) (1.5) (2.67) -(.49) -(6.59)  

SWE 
0.139 -0.37** -0.621 9.468** -1.568*** -1.636** 0.879 

(.88) -(2.92) -(1.02) (2.96) -(4.84) -(3.4)  

UK 
0.715*** -0.572*** 0.066 0.724 0.228 -0.552*** 0.737 

(6.59) -(7.3) (1.07) (1.32) (.6) -(2.98)  

USA 
0.493*** -0.51*** -1.18*** 2.268*** -1.685*** -0.761*** 0.882 

(8.88) -(5.28) -(5.87) (3.89) -(4.03) -(5.43)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2D 

Short-run results for basic metals and fabricated metal products (NACE rev. 2 CH (24-25)) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.079 -0.345*** -0.257 1.278*** -0.33* -0.449*** 0.635 

(.94) -(3.71) -(.3) (2.78) -(1.94) -(3.66)  

BEL 
0.467*** -0.358*** 0.189 1.235 -1.114*** -0.202* 0.459 

(3.03) -(4.42) (.36) (1.38) -(2.88) -(1.8)  

CZE 
0.461*** -0.166 -1.955* 0.505 -0.731*** -1.849** 0.968 

(17.25) -(1.75) -(2.55) (1.51) -(5.2) -(3.57)  

DEU 
0.467*** -0.35*** 0.535 0.711 -0.572*** -0.487*** 0.612 

(3.84) -(3.45) (.42) (.74) -(3.39) -(3.2)  

DNK 
0.43*** -0.766*** -1.072*** 0.456 -0.78** -0.502*** 0.751 

(4.72) -(6.3) -(4.46) (1.29) -(2.61) -(3.15)  

ESP 
0.329*** -0.016 0.378** 3.168* 0.381 -0.105 0.453 

(3.55) -(.15) (2.47) (1.98) (.74) -(.89)  

FIN 
0.406*** -0.186 -0.009 0.974 -0.278 -0.159 0.261 

(3.36) -(1.59) -(.08) (.59) -(.54) -(1.18)  

FRA 
0.521*** -0.409*** 0.129 0.665 -0.327* -0.595*** 0.676 

(6.24) -(4.95) (.9) (.6) -(1.85) -(3.06)  

HUN 
-0.252 -0.136 0.507 0.177 0.679* -0.935** 0.849 

-(1.61) -(1.41) (.2) (.39) (2.54) -(3.76)  

IRL 
0.421*** -0.217* 0.454 0.643** -0.664** -1.273*** 0.843 

(5.07) -(1.96) (.62) (2.35) -(2.75) -(4.4)  

ITA 
0.156 -0.164 -0.081 2.322* 0.15 -0.368** 0.38 

(1.43) -(1.4) -(.52) (1.76) (.27) -(2.48)  

JPN 
0.101 -0.087 -0.939* 4.741** -0.407 -0.246 0.406 

(.99) -(.72) -(1.94) (2.25) -(1.42) -(1.68)  

NLD 
0.408** -0.057 0.881** 0.294 -0.474* -0.24 0.292 

(2.7) -(.53) (2.13) (.72) -(2.01) -(1.34)  

SVN 
1.671*** -0.745** 11.093** -3.768 -5.949 -1.652** 0.913 

(7.49) -(4.38) (4.18) -(2.11) -(1.51) -(3.59)  

SWE 
0.682*** -0.17* 1.15*** 0.929 -0.8*** -1.557*** 0.935 

(4.37) -(2.05) (6.54) (1.81) -(4.88) -(4.77)  

UK 
0.563*** -0.482*** -0.256 0.279 -1.237** -0.2* 0.544 

(4.23) -(4.95) -(1.24) (.47) -(2.34) -(1.71)  

USA 
0.672*** -0.671*** 0.05 0.058 -1.246*** -0.689*** 0.917 

(6.2) -(4.3) (.09) (.07) -(4.26) -(2.98)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2E 

Short-run results for electronic, electrical and optical products (NACE rev. 2 CI+CJ (26-27)) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.303** 0.176 -0.767 0.001 0.35 -0.499*** 0.623 

(2.69) (1.02) -(.75) (.) (1.37) -(4.24)  

BEL 
0.446*** -0.232* -0.062 0.651** -1.15*** -0.755*** 0.625 

(4.22) -(2.) -(.36) (2.1) -(3.81) -(3.22)  

CZE 
0.028 -0.019 -7.28*** 0.411*** -0.537** -1.657*** 0.969 

(1.06) -(.43) -(8.69) (5.16) -(2.64) -(6.3)  

DEU 
0.579*** -0.545*** 0.592 0.38 -1.14*** -0.687*** 0.773 

(4.69) -(3.59) (.15) (.86) -(4.55) -(6.17)  

DNK 
0.59*** -0.201* 0.053 -0.171 0.325 -0.874*** 0.655 

(5.92) -(1.74) (.15) -(.68) (.87) -(5.03)  

ESP 
0.517*** -0.394*** 0.089 0.943*** 0.017 -0.479** 0.594 

(4.26) -(4.18) (.73) (3.37) (.04) -(2.62)  

FIN 
0.428*** -0.17 -0.428** -1.395 -0.284 -0.59** 0.562 

(4.99) -(1.05) -(2.07) -(1.57) -(.61) -(2.51)  

FRA 
0.231*** -0.285*** -1.471** 0.22 -0.869*** -0.717*** 0.689 

(4.93) -(5.55) -(2.28) (1.45) -(3.11) -(4.25)  

HUN 
0.224 0.238** -3.861 0.558 -2.232** -1.626*** 0.936 

(1.13) (2.6) -(1.05) (.46) -(3.86) -(5.43)  

IRL 
0.365** -0.255 0.365 0.995 1.007* -0.93** 0.816 

(2.64) -(1.77) (.7) (1.14) (1.88) -(2.23)  

ITA 
0.352*** -0.16 0.365 -0.25 0.008 -0.447*** 0.406 

(2.86) -(1.3) (1.6) -(.67) (.02) -(2.94)  

JPN 
0.314*** -0.427*** -1.941*** 2.161** -1.568*** -0.516*** 0.749 

(4.31) -(6.53) -(2.83) (2.51) -(7.39) -(3.2)  

NLD 
0.115** -0.319*** 0.53 0.342 -1.386*** -0.694*** 0.49 

(2.69) -(3.25) (.34) (1.26) -(5.64) -(3.5)  

SVN 
0.76*** -0.134 5.917* -0.12 9.494*** -1.536** 0.91 

(5.15) -(1.61) (2.56) -(.55) (10.42) -(3.59)  

SWE 
-0.246** 0.226*** -6.854** 0.403 0.348 -0.966* 0.758 

-(2.54) (4.34) -(3.04) (.36) (.42) -(2.28)  

UK 
0.621*** -0.392*** -0.418 1.018 -0.358 -0.306 0.616 

(4.19) -(3.35) -(1.62) (1.46) -(.75) -(1.62)  

USA 
0.529*** -0.488*** -1.218 1.793** -0.712 -0.253 0.723 

(3.67) -(4.16) -(1.53) (2.18) -(1.11) -(.91)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2F 

Short-run results for machinery and equipment n.e.c. (NACE rev. 2 CK28) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.297* -0.265 -0.614 0.253 -0.242 -0.335 0.477 

(1.81) -(1.33) -(.4) (.49) -(.7) -(1.41)  

BEL 
0.398*** -0.293*** -0.432 0.681** -0.628** -0.22 0.681 

(4.41) -(3.19) -(1.36) (2.11) -(2.19) -(1.31)  

CZE 
0.346*** 0.072 -0.426 0.138 -1.714*** -1.699*** 0.973 

(6.53) (.67) -(1.15) (.39) -(15.02) -(6.78)  

DEU 
0.774*** -0.365** 1.718 2.003 -0.929*** -0.522*** 0.751 

(5.61) -(2.6) (1.32) (1.61) -(5.11) -(3.73)  

DNK 
0.383** -0.635*** -2.145*** 0.874** -0.528* -0.703*** 0.623 

(2.72) -(4.14) -(4.16) (2.69) -(1.97) -(3.18)  

ESP 
0.876*** -0.792*** 0.18 -2.057 -0.8* -0.312 0.558 

(3.79) -(4.84) (1.19) -(.86) -(2.01) -(1.59)  

FIN 
0.561*** -0.492*** -0.09 -0.456 -0.537** -0.45** 0.643 

(5.84) -(3.55) -(.85) -(1.07) -(2.29) -(2.06)  

FRA 
0.408*** -0.317*** 0.42 -0.534 -0.531*** -0.406** 0.747 

(7.75) -(6.6) (.8) -(1.23) -(4.34) -(2.69)  

HUN 
0.697*** -0.535*** 3.537** -1.434** -0.919** -1.499*** 0.984 

(4.99) -(19.56) (3.) -(3.92) -(3.52) -(7.19)  

IRL 
0.359*** -0.411*** -0.096 -0.073 0.821** -1.045*** 0.715 

(3.05) -(3.65) -(1.21) -(.21) (2.24) -(3.23)  

ITA 
0.426*** -0.517*** -0.159 1.285* -0.835** -0.483*** 0.639 

(4.81) -(6.18) -(1.61) (1.72) -(2.6) -(3.58)  

JPN 
0.403*** -0.322*** -0.113 1.556* -1.006*** -0.505*** 0.807 

(8.09) -(4.38) -(.24) (1.79) -(9.34) -(3.09)  

NLD 
0.285** -0.381* -0.2 0.519 -0.567 -0.305* 0.404 

(2.13) -(1.85) -(.24) (1.67) -(1.18) -(1.9)  

SVN 
0.877 -0.856** 14.442 1.36* 16.441** -1.442** 0.952 

(2.1) -(3.66) (.42) (2.73) (2.95) -(4.46)  

SWE 
0.819*** -0.26 3.419** 0.532 -0.505*** -1.391*** 0.923 

(5.62) -(1.88) (2.98) (1.13) -(3.71) -(6.4)  

UK 
0.563*** -0.48*** -0.29** 0.473 0.048 -0.508*** 0.666 

(5.7) -(5.53) -(2.7) (1.26) (.14) -(4.21)  

USA 
0.448*** -0.694*** -1.227 1.092** -0.126 -0.607** 0.837 

(4.09) -(4.82) -(1.49) (2.34) -(.41) -(2.38)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2G 

Short-run results for motor vehicles (NACE rev. 2 CL29) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.315*** -0.388** 0.25 1.428*** -0.134 -0.595** 0.601 

(3.09) -(2.7) (.67) (3.33) -(.73) -(2.62)  

BEL 
0.445*** -0.415*** -0.83 0.228 -0.773** -0.35** 0.51 

(4.24) -(4.52) -(1.6) (.35) -(2.6) -(2.53)  

CZE 
0.021 0.361* -2.92 0.634 -0.726** -1.292*** 0.881 

(.28) (2.46) -(1.37) (1.45) -(2.59) -(4.29)  

DEU 
0.195* -0.231 -2.57* 0.815 -0.793*** -0.475*** 0.528 

(1.84) -(1.45) -(1.9) (1.12) -(4.38) -(3.36)  

DNK 
0.302*** -0.366*** -1.095 -0.746 -1.227*** -0.676*** 0.48 

(3.54) -(3.22) -(.77) -(1.6) -(3.08) -(3.95)  

ESP 
0.185* -0.072 -0.322** 2.646** 0.58 -0.186 0.42 

(1.75) -(.53) -(2.25) (2.24) (1.4) -(1.26)  

FIN 
0.213*** 0.021 -2.018*** 0.905*** -0.128 -0.333*** 0.639 

(3.25) (.4) -(4.66) (3.96) -(.84) -(2.78)  

FRA 
0.082 -0.06 -1.492** 0.337 -0.325 -0.023 0.335 

(.88) -(.92) -(2.48) (.37) -(.89) -(.25)  

HUN 
-0.316 -0.161 -5.04 -3.171 -2.46* -1.638*** 0.944 

-(1.17) -(.97) -(1.26) -(1.88) -(2.55) -(4.69)  

IRL 
0.435** -0.443** 4.902 0.049 -1.115* -1.367*** 0.844 

(2.46) -(2.91) (1.13) (.15) -(1.87) -(5.35)  

ITA 
0.274*** -0.331*** 0.517 -0.976** -0.331 -0.395*** 0.457 

(3.3) -(4.55) (.86) -(2.49) -(1.13) -(3.76)  

JPN 
0.113* -0.146** -4.757*** 4.321*** -0.699*** -0.52*** 0.645 

(2.02) -(2.62) -(5.19) (3.5) -(3.45) -(3.12)  

NLD 
0.623*** -0.208** -0.33 0.493** -0.509** -0.811*** 0.73 

(8.92) -(2.2) -(.18) (2.27) -(2.43) -(6.14)  

SVN 
-0.019 -0.103 12.803*** 0.613** 16.698*** -1.904*** 0.973 

-(.19) -(1.02) (7.43) (4.24) (8.3) -(7.33)  

SWE 
-0.454** 0.24* -3.614*** 2.549*** -0.481 -1.562*** 0.885 

-(3.27) (2.37) -(5.06) (4.09) -(1.07) -(7.93)  

UK 
0.417** -0.465*** -0.548 1.568 -0.518 -0.063 0.461 

(2.1) -(3.11) -(1.19) (1.27) -(.98) -(.64)  

USA 
-0.064 -0.152* -10.128*** 2.219*** -0.664* -0.887*** 0.7 

-(.59) -(1.79) -(4.53) (4.21) -(1.72) -(4.1)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2H 

Short-run results for construction (NACE rev. 2 F) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.69*** -0.119 -0.449 -4.273*** -0.458* -0.794*** 0.702 

(8.36) -(.53) -(1.23) -(3.7) -(1.88) -(3.27)  

BEL 
1.014*** -0.732*** 0.036 -1.023** -1.027*** -0.459** 0.817 

(8.24) -(7.24) (.08) -(2.27) -(4.68) -(2.61)  

CZE 
0.213** 0.026 -3.487 -1.127 -0.309 -1.359*** 0.904 

(2.7) (.24) -(.66) -(1.15) -(.66) -(4.13)  

DEU 
0.843*** -0.491*** -0.081 -1.195 -0.843*** -0.235 0.793 

(7.28) -(3.8) -(.26) -(.86) -(3.85) -(1.23)  

DNK 
0.406*** -0.178 0.015 0.22 0.2 -0.544*** 0.586 

(3.55) -(.92) (.01) (.54) (.88) -(3.58)  

ESP 
1.135*** -1.001*** -0.066 -2.372*** 0.773** -0.798*** 0.909 

(12.26) -(8.5) -(.68) -(4.11) (2.37) -(2.73)  

FIN 
0.857*** -0.646*** -1.821 0.131 -1.948*** -0.699*** 0.921 

(12.97) -(11.01) -(.38) (.46) -(7.74) -(3.83)  

FRA 
0.751*** -0.474*** 0.794** 0.038 -0.82*** -0.269** 0.811 

(11.41) -(5.49) (2.53) (.06) -(4.07) -(2.16)  

HUN 
0.354*** -0.354** 0.72 -0.071 -1.834*** -1.331* 0.722 

(4.12) -(3.11) (.96) -(.07) -(4.88) -(2.45)  

IRL 
0.742*** -0.762*** -116.027 -346.505 -0.43** -0.932** 0.905 

(5.78) -(8.71) -(1.5) -(1.54) -(2.56) -(2.83)  

ITA 
0.861*** -0.283*** 0.356*** -0.059 -0.311 -0.506*** 0.712 

(7.88) -(3.47) (6.38) -(.05) -(.98) -(3.44)  

JPN 
0.375*** 0.363** -0.426 -1.854 -0.626* -0.296** 0.426 

(3.94) (2.36) -(.56) -(1.15) -(1.85) -(2.64)  

NLD 
0.825*** -0.621*** -1.68 -0.1 -0.866*** -0.531*** 0.846 

(6.3) -(6.02) -(.98) -(.21) -(9.13) -(3.13)  

SVN 
0.935*** -0.61*** 7.613*** -0.747** 6.446** -1.902** 0.984 

(12.64) -(9.48) (9.86) -(4.2) (4.13) -(3.54)  

SWE 
1.244*** -0.161 5.944*** -1.996** -0.339 -0.758** 0.949 

(8.73) -(1.86) (4.12) -(2.67) -(1.47) -(3.05)  

UK 
0.679*** -0.646*** 48.281 -281.46 -0.81** -0.513*** 0.764 

(6.22) -(6.37) (.82) -(1.3) -(2.6) -(4.64)  

USA 
0.73*** -0.762*** -0.849 0.768 0.217 -0.689** 0.847 

(7.13) -(4.52) -(.68) (1.68) (.41) -(2.75)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2I 

Short-run results for wholesale and retail trade (NACE rev. 2 G) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.404*** -0.252** 1.203*** -0.535** -0.515** -0.485** 0.416 

(3.68) -(2.54) (3.45) -(2.58) -(2.41) -(2.71)  

BEL 
0.391*** -0.354*** -0.094 0.237* -0.635*** -0.478*** 0.507 

(4.34) -(4.26) -(1.01) (1.89) -(3.84) -(4.21)  

CZE 
0.131** -0.068 0.375 -0.829** -0.204 -1.28*** 0.831 

(2.59) -(1.44) (.61) -(2.95) -(1.97) -(5.31)  

DEU 
0.403*** -0.037 0.493** -0.374* -0.49*** -0.389** 0.59 

(6.33) -(.78) (2.42) -(1.94) -(2.78) -(2.52)  

DNK 
0.283*** -0.108 -0.086 0.583* -0.49** -0.476*** 0.551 

(3.15) -(1.69) -(.44) (1.78) -(2.35) -(3.24)  

ESP 
0.896*** -0.592*** -0.044 2.204*** 0.224 -0.596** 0.745 

(9.04) -(5.63) -(1.08) (5.01) (.66) -(2.71)  

FIN 
0.6*** -0.258*** -0.232*** 0.441** -1.219*** -0.8*** 0.892 

(12.23) -(3.5) -(2.79) (2.32) -(3.79) -(4.3)  

FRA 
0.186*** -0.03 -0.164** 1.983** -0.079 -0.196 0.407 

(2.84) -(.37) -(2.06) (2.67) -(.68) -(1.5)  

HUN 
-1.166*** -0.296** 0.22 0.415 0.403 -1.644*** 0.948 

-(8.47) -(3.23) (.34) (.8) (.49) -(4.95)  

IRL 
0.002 -0.291*** 0.059 1.255** -0.712*** -1.316*** 0.93 

(.03) -(5.22) (.2) (2.87) -(3.33) -(4.31)  

ITA 
-0.291* -0.241** -0.269** 1.634*** -0.15 -0.237** 0.427 

-(1.8) -(2.18) -(2.56) (2.98) -(.54) -(2.52)  

JPN 
0.184*** 0.087* -0.099 -1.526*** -0.048 -0.337** 0.64 

(3.5) (1.78) -(.9) -(3.33) -(.26) -(2.67)  

NLD 
0.448*** -0.229** 0.779 -0.018 -0.419 -0.004 0.485 

(3.42) -(2.57) (1.54) -(.07) -(1.54) -(.03)  

SVN 
-0.588* 0.951** 0.309 -0.558 -2.128 -1.319* 0.887 

-(2.37) (3.68) (.24) -(1.06) -(2.05) -(2.39)  

SWE 
0.084 -0.458*** 2.022*** -0.697* -0.663*** -1.126*** 0.894 

(.56) -(6.38) (3.84) -(2.07) -(4.25) -(5.56)  

UK 
0.409*** -0.157*** -0.392*** 0.514* 0.032 -0.921*** 0.655 

(4.95) -(3.61) -(3.33) (1.97) (.36) -(7.81)  

USA 
0.448*** -0.328** -1.42*** 0.184 -1.39*** -0.535*** 0.747 

(4.6) -(2.76) -(3.51) (.85) -(2.98) -(3.24)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2J 

Short-run results for accommodation and food service activities (NACE rev. 2 I) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.319 0.061 3.002** -0.321 0.069 -0.18 0.242 

(1.46) (.41) (2.67) -(.78) (.32) -(1.03)  

BEL 
0.199** -0.202*** 0.975 -0.458* -0.396*** -0.448** 0.621 

(2.52) -(3.12) (1.36) -(1.84) -(3.18) -(2.64)  

CZE 
0.207* -0.545*** 2.21*** -3.568*** -1.982*** -1.068** 0.877 

(2.24) -(4.14) (4.11) -(4.89) -(6.43) -(2.96)  

DEU 
0.095* -0.099*** -64.228** -2600*** -0.238 -0.42*** 0.601 

(1.83) -(2.96) -(2.54) -(2.79) -(1.66) -(3.32)  

DNK 
0.097 -0.049 1.728** 0.052 -0.312 -0.254*** 0.336 

(1.25) -(.55) (2.63) (.34) -(1.62) -(2.79)  

ESP 
0.564*** -0.264** 0.118*** 4.342*** -0.553*** -0.47*** 0.744 

(4.48) -(2.53) (3.62) (3.71) -(3.65) -(3.83)  

FIN 
0.737*** -0.707*** -1.181 0.896 -0.477 -0.719*** 0.627 

(4.69) -(4.9) -(1.43) (1.5) -(1.35) -(2.97)  

FRA 
0.116 -0.111 0.585 0.019 -0.234 -0.194** 0.25 

(1.56) -(1.) (1.01) (.12) -(1.09) -(2.21)  

HUN 
0.082 -0.218 0.002 -0.137 -0.962 -1.337*** 0.821 

(.31) -(1.79) (.) -(.55) -(1.19) -(4.13)  

IRL 
0.568* -0.864*** 0.056 0.147 -1.212*** -0.875** 0.924 

(2.17) -(11.06) (.05) (.18) -(9.43) -(2.79)  

ITA 
-0.102 -0.148** 0.022 1.908*** -0.481*** -0.584*** 0.591 

-(.92) -(2.06) (.22) (3.12) -(4.53) -(3.85)  

JPN 
0.037 -0.083 -0.797 -9.458*** 0.159 -0.321*** 0.407 

(.31) -(.84) -(1.66) -(3.92) (.78) -(2.82)  

NLD 
0.816*** -0.394*** 5.125*** -0.844* -0.87*** -0.566*** 0.704 

(5.41) -(4.39) (3.56) -(1.91) -(4.75) -(3.07)  

SVN 
0.707*** -0.55*** 6.312** 0.25 0.406 -1.725*** 0.983 

(7.3) -(13.42) (3.9) (1.97) (.92) -(13.99)  

SWE 
0.578*** -0.241 9.073* 0.863*** 0.262 -1.385*** 0.878 

(3.59) -(.98) (2.07) (4.21) (.96) -(3.9)  

UK 
0.656*** 0.154* -0.138 -0.47 -0.374** -1.055*** 0.609 

(4.76) (2.02) -(1.09) -(1.31) -(2.16) -(6.07)  

USA 
0.517*** -0.204** -1.232*** -0.286 -0.056 -0.699 0.79 

(4.36) -(2.5) -(4.27) -(.68) -(.29) -(1.6)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2K 

Short-run results for financial and insurance activities (NACE rev. 2 K) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
-0.062 -0.085 -0.225 -0.723 -0.238 -0.366* 0.437 

-(.8) -(.91) -(.74) -(1.65) -(1.16) -(2.03)  

BEL 
-0.109** 0.054 -0.005 -0.214 -0.199 -0.384*** 0.311 

-(2.44) (.49) -(.04) -(.53) -(.7) -(2.98)  

CZE 
0.105 0.469** -0.045 -1.362*** -0.631** -1.516*** 0.884 

(1.25) (3.67) -(.06) -(10.39) -(2.65) -(6.64)  

DEU 
0.139*** 0.036 -0.554*** -0.002 -0.035 -0.422*** 0.677 

(2.85) (1.34) -(4.55) -(.01) -(.16) -(3.72)  

DNK 
-0.019 0.006 -0.128* 0.094 -0.354 -0.381*** 0.412 

-(.26) (.09) -(2.03) (.41) -(1.28) -(3.23)  

ESP 
0.393*** -0.249*** -0.204*** -0.322 0.136 -0.464*** 0.682 

(5.35) -(4.22) -(3.08) -(1.34) (.84) -(4.42)  

FIN 
0.283*** -0.033 -0.01 -0.586 -0.226 -0.182* 0.603 

(3.19) -(.52) -(.36) -(1.63) -(.93) -(1.91)  

FRA 
0.046 -0.14** -0.28*** -0.594* -0.624*** -0.178 0.624 

(.61) -(2.14) -(3.11) -(1.93) -(3.3) -(1.56)  

HUN 
0.377*** -0.754*** 2.59*** -2.023*** -0.072 -1.305** 0.918 

(4.26) -(5.49) (5.09) -(4.45) -(.12) -(3.32)  

IRL 
0.694*** -0.493*** 0.345** -0.503 -0.2 -1.372*** 0.889 

(8.09) -(4.89) (2.58) -(.69) -(.5) -(5.67)  

ITA 
-0.075 -0.074 -0.087* -0.903*** 0.205** -0.173 0.551 

-(.81) -(1.53) -(1.95) -(3.19) (2.33) -(1.7)  

JPN 
0.098* -0.015 -0.066 -1.327*** -0.18 -0.229 0.393 

(1.88) -(.27) -(.57) -(3.22) -(.47) -(1.53)  

NLD 
0.2 -0.005 -0.056 0.094 -0.176 -0.214** 0.142 

(1.12) -(.07) -(.36) (.32) -(.44) -(2.17)  

SVN 
0.199* -0.022 0.43*** -0.508* -3.74*** -1.757** 0.922 

(2.61) -(.42) (4.69) -(2.73) -(4.79) -(4.5)  

SWE 
0.298 0.043 -0.006 2.66*** -0.866** -1.641*** 0.885 

(1.5) (.47) -(.02) (3.59) -(2.96) -(4.07)  

UK 
0.102 0.069 -0.208 -0.24 0.489 -0.108 0.208 

(.77) (1.15) -(.9) -(.79) (1.37) -(1.21)  

USA 
0.466*** -0.121 0.066 -0.763** 1.138 -0.265* 0.415 

(5.09) -(.9) (.28) -(2.22) (1.57) -(1.78)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.2L 

Short-run results for real estate and business activities (NACE rev. 2 LMN) 

 VA WAGE K/Y ICT HOURS  R
2 

AUT 
0.282 -0.653*** 0.388** -0.028 -0.682*** -0.415** 0.534 

(1.56) -(4.55) (2.77) -(.06) -(3.68) -(2.67)  

BEL 
0.41** -0.339*** 0.178* -0.456 -0.184 -0.16 0.55 

(2.64) -(3.2) (1.99) -(1.57) -(.41) -(1.47)  

CZE 
0.159*** 0.145*** 4.095*** -2.83*** -0.242** -1.811*** 0.987 

(10.55) (9.66) (12.75) -(11.02) -(2.79) -(26.14)  

DEU 
0.879*** -0.185 0.139*** 0.964** -0.975** -0.53*** 0.663 

(5.88) -(1.61) (3.09) (2.72) -(2.25) -(4.59)  

DNK 
0.182 -0.085 -0.046* 1.267*** 0.023 -0.323** 0.529 

(1.37) -(.42) -(2.05) (4.82) (.08) -(2.44)  

ESP 
0.774*** -0.391 0.043 1.526 -0.004 -0.228** 0.661 

(3.89) -(1.58) (1.24) (.8) -(.01) -(2.66)  

FIN 
1.263*** 0.13 -0.205* 10.626*** -0.628** -0.593*** 0.836 

(7.09) (1.13) -(1.77) (6.32) -(2.46) -(4.52)  

FRA 
0.919*** -0.516*** -0.044 3.638*** -0.675*** -0.567*** 0.748 

(7.46) -(7.35) -(.98) (4.51) -(3.36) -(3.21)  

HUN 
0.851*** 0.059 3.306*** -5.753*** -0.38 -1.797*** 0.959 

(4.89) (.74) (7.28) -(8.51) -(.98) -(6.84)  

IRL 
0.295 -0.518*** 0.17 2.491** -0.958*** -1.048*** 0.877 

(1.65) -(4.25) (.28) (2.68) -(4.31) -(4.02)  

ITA 
1.028*** -0.519*** 0.007 3.365* -0.423*** -0.458** 0.6 

(3.37) -(3.51) (.52) (1.89) -(2.73) -(2.32)  

JPN 
0.631*** -0.244*** -0.492 0.614 0.142 -0.737*** 0.604 

(2.91) -(2.77) -(1.66) (.62) (.4) -(4.46)  

NLD 
1.011*** -0.807*** 0.032 1.159** -1.239*** -0.508*** 0.935 

(6.74) -(8.55) (.16) (2.07) -(5.38) -(3.39)  

SVN 
1.157*** 0.336 -1.773*** -9.051** -2.736 -1.423*** 0.964 

(5.92) (1.58) -(5.52) -(3.36) -(1.46) -(8.27)  

SWE 
0.848*** 0.485*** 0.265 8.912*** -1.408*** -1.011** 0.965 

(8.63) (4.65) (.53) (9.55) -(13.38) -(2.61)  

UK 
0.327*** -0.098** -0.036 0.572** -0.332** -0.465** 0.504 

(2.91) -(2.48) -(1.15) (2.66) -(2.39) -(2.56)  

USA 
1.276*** -0.404* -0.16 -0.766 -0.174 -0.244 0.705 

(4.91) -(2.07) -(.86) -(1.13) -(.46) -(1.05)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.3A 

Long-run results for textiles, apparel, footwear, etc. (NACE CB (13-15)) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 0.694** 0.065 10.615 -1.009 0.466 -0.085 0.172 -0.025 0.995 

 (2.885) (.077) (1.48) (-.696) (.528) (-.49) (.672) (-1.239)  

BEL 0.62*** -0.243 2.961 -1.697** 0.136 -0.048 0.03 -0.028** 0.997 

 (3.977) (-1.279) (1.207) (-2.729) (.168) (-.849) (.948) (-3.019)  

DEU 0.609*** -0.647*** -9.805 0.395 -1.604*** -0.021 0.018 -0.033*** 1 

 (4.171) (-3.458) (-1.779) (.395) (-6.551) (-.728) (.561) (-3.239)  

DNK 0.036 -0.283 -3.419 -0.766 0.146 -0.022 0.034 -0.051*** 0.998 

 (.148) (-.985) (-1.165) (-1.28) (.281) (-.536) (.911) (-4.144)  

ESP 1.102*** -0.485* -1.589 -0.101 -1.046* 0.002 0.029 0.011 0.973 

 (8.521) (-2.129) (-.819) (-.068) (-1.973) (.027) (.76) (.853)  

FIN 1.263*** -1.265*** 0.431 2.835 -3.009** -0.216 0.397 -0.026 0.995 

 (5.012) (-4.643) (.111) (1.034) (-3.025) (-1.547) (.911) (-.798)  

FRA 0.106 0.337 -3.207 0.76 1.508* -0.023 -0.059 -0.056*** 0.999 

 (.386) (.938) (-1.03) (.625) (1.853) (-.245) (-.707) (-3.912)  

IRL 0.492 -0.44 -0.57 -0.841 -0.233 0.105 -0.435 -0.004 0.993 

 (1.659) (-1.451) (-.17) (-.517) (-.302) (1.365) (-1.217) (-.228)  

ITA 0.604* -0.489* 1.542 -1.532 -0.396 -0.296*** 0.029 0.007 0.993 

 (1.818) (-2.026) (.724) (-1.348) (-.774) (-4.811) (.635) (.487)  

JPN 0.254 -0.415*** -5.959 3.112* -0.583 0.025 -0.033 -0.022 0.999 

 (1.755) (-3.369) (-1.492) (2.222) (-.977) (.317) (-.344) (-1.61)  

NLD 1.029** -0.612*** 7.797 -1.32 -0.544 -0.074** 0.044 0.007 0.992 

 (2.448) (-4.928) (1.454) (-1.412) (-1.29) (-2.404) (.565) (1.009)  

SWE 0.35 -0.068 0.701 0.488 -0.568 0.015 0.009 -0.029 0.997 

 (.91) (-.372) (.104) (.142) (-1.084) (.803) (.095) (-1.507)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.3B 

Long-run results for chemicals (NACE CE (20)) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 0.432 -0.172 0.336 2.068 -0.034 -0.145 0.011 -0.027** 0.976 

 (1.783) (-.926) (.319) (1.461) (-.097) (-1.189) (.093) (-2.556)  

BEL 0.26 -0.472** 0.374 0.232 0.011 -0.003 0.023 0.007 0.811 

 (1.186) (-2.469) (.961) (.519) (.018) (-.057) (.615) (.596)  

DEU 0.684** -0.192 3.279* 3.224** 0.007 -0.201** 0.06 -0.038** 0.99 

 (2.515) (-1.417) (2.093) (2.922) (.013) (-2.535) (1.196) (-3.031)  

DNK 0.051 0.002 0.011 0.595 -0.738 -0.091 -0.032 0.004 0.838 

 (.176) (.007) (.007) (1.372) (-1.372) (-.55) (-.774) (.278)  

ESP -0.008 -0.188 -0.189 2.036 -0.045 0.002 0.039 0.008 0.915 

 (-.019) (-.724) (-.087) (.407) (-.082) (.011) (.806) (.283)  

FIN -0.146 0.187 0.242 3.492*** 0.488 0.118 0.338 -0.015 0.903 

 (-.994) (1.768) (.503) (4.072) (.582) (1.208) (1.712) (-1.6)  

FRA 0.23 -0.012 1.715* 0.645 -1.098*** -0.003 0.008 -0.02*** 0.99 

 (1.73) (-.094) (1.852) (.849) (-5.095) (-.045) (.154) (-4.532)  

IRL 0.115 -0.216 -0.167 2.415 0.144 -0.004 0.272 0.024 0.994 

 (1.266) (-1.482) (-.685) (1.536) (.335) (-.116) (1.009) (1.699)  

ITA 0.43 0.061 0.816 5.892** -0.854 -0.253* -0.093* -0.05*** 0.971 

 (1.736) (.258) (.7) (2.275) (-1.123) (-1.844) (-1.926) (-3.506)  

JPN 0.425* 0.64 -1.935* -15.74*** 1.373 0.563 -0.052 0.02 0.904 

 (1.848) (1.239) (-1.985) (-3.199) (.623) (1.111) (-.238) (.536)  

NLD 0.429 -0.111 1.683* -0.877 -2.384*** 0.046 -0.042 -0.016* 0.959 

 (1.551) (-.969) (2.043) (-.389) (-3.517) (1.144) (-.859) (-2.048)  

SWE 0.008 -0.864 0.787 -3.678 -0.522 0.189 -0.16 0.061* 0.989 

 (.026) (-2.583) (1.291) (-1.282) (-1.522) (1.188) (-1.361) (3.076)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.3C 

Long-run results for rubber and plastics, etc. (NACE CG (22-23)) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 0.555** -0.201 0.741 -1.055 -0.441 0.282* 0.05 0.002 0.861 

 (3.066) (-.654) (.957) (-1.685) (-1.084) (1.922) (.452) (.337)  

BEL 0.39 -0.516* 0.762* -0.49 0.198 0.009 -0.007 0.012 0.842 

 (1.391) (-2.066) (1.997) (-.61) (.162) (.087) (-.217) (.81)  

DEU 0.806*** 0.31* 0.865 7.793*** -0.321 -0.355*** 0.025 -0.047*** 0.99 

 (3.582) (1.919) (1.074) (6.521) (-1.509) (-4.427) (1.457) (-7.563)  

DNK 0.364 -0.517 -0.126 0.07 0.178 -0.009 -0.02 -0.007 0.855 

 (1.197) (-1.651) (-.092) (.069) (.344) (-.041) (-.415) (-.423)  

ESP 0.634*** -0.638*** 1.074 -0.058 -0.26 -0.172 0.033 0.025* 0.987 

 (3.155) (-4.355) (1.544) (-.05) (-.651) (-.83) (.7) (2.181)  

FIN 0.907* -1.126*** 0.499 0.737 -1.874 -0.156 -0.564 -0.008 0.956 

 (2.141) (-5.732) (.611) (.393) (-1.234) (-.295) (-1.399) (-.385)  

FRA 0.127 -0.2 -0.222 1.899* -0.535** -0.355** 0.119*** -0.011** 0.975 

 (.808) (-1.585) (-.464) (2.118) (-2.539) (-2.548) (3.331) (-2.341)  

IRL 0.405*** -0.574*** 0.073 -0.567 -0.236 -0.279* 0.092 0.005 0.996 

 (3.486) (-5.713) (.23) (-1.003) (-1.028) (-2.176) (.632) (.385)  

ITA 0.396 0.196 0.472 1.125 0.839 -0.38** 0.013 -0.004 0.91 

 (1.257) (.935) (.511) (.569) (.693) (-2.522) (.267) (-.383)  

JPN 0.219** -0.553*** -1.499*** -10.30*** -0.542* 0.675* 0.15 0.045*** 0.992 

 (2.715) (-4.782) (-5.683) (-3.705) (-1.816) (2.194) (1.734) (4.187)  

NLD 0.544** -0.605** 1.167 -0.885 -1.039* -0.239 -0.013 0.022 0.966 

 (2.328) (-2.657) (.853) (-.586) (-2.038) (-1.232) (-.184) (1.726)  

SWE -0.592 0.216 -2.022 9.294* -0.938* 0.133 0.065 -0.024 0.981 

 (-1.757) (1.86) (-1.601) (3.239) (-3.224) (1.31) (.82) (-2.555)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.3D 

Long-run results for basic metals and fabricated metal products (NACE CH (24-25)) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 0.271* -0.125 -0.262 1.815** 0.204 -0.079 0.007 -0.021** 0.975 

 (1.855) (-.982) (-.212) (2.887) (.66) (-.883) (.102) (-2.944)  

BEL 0.65*** -0.269** 2.177** 1.788* -0.962** -0.002 0.041*** -0.032*** 0.995 

 (3.941) (-2.806) (2.712) (1.955) (-2.366) (-.046) (3.425) (-4.194)  

DEU 0.4 -0.364* 2.08 1.449 -0.992*** -0.328* 0.021 -0.017* 0.986 

 (1.389) (-1.948) (.633) (1.172) (-3.566) (-2.044) (.614) (-1.923)  

DNK 0.302 -1.091*** -3.091 1.1 -1.206** -0.018 -0.053 -0.009 0.935 

 (1.208) (-3.779) (-1.781) (1.424) (-2.973) (-.302) (-1.645) (-.893)  

ESP -0.615 -0.024 -4.882 3.671 -0.069 -0.155 0.184* 0.016 0.99 

 (-1.515) (-.061) (-1.742) (1.681) (-.079) (-1.303) (2.162) (1.017)  

FIN 1.057* -0.489 3.758** 5.283 0.537 -0.123 -0.49 -0.03 0.867 

 (2.01) (-1.046) (2.549) (.98) (.378) (-.559) (-.866) (-.583)  

FRA 0.251 -0.386** 0.058 3.345* -0.79* 0.026 0.105 -0.022* 0.977 

 (.858) (-2.862) (.041) (1.941) (-2.166) (.185) (1.457) (-1.84)  

IRL 0.451*** -0.461*** 0.682 -0.467 -1.27*** 0.003 -0.239 0.017** 0.994 

 (5.313) (-4.385) (1.156) (-.939) (-3.616) (.06) (-1.653) (3.361)  

ITA 0.872** -0.327 2.374 -0.995 -0.996 -0.06 -0.048 -0.003 0.828 

 (2.392) (-1.196) (1.739) (-.374) (-1.127) (-.362) (-.738) (-.22)  

JPN 0.339* -0.447** -0.647 2.566 -1.606*** -0.211 0.014 -0.012 0.979 

 (1.837) (-2.63) (-.472) (.931) (-4.078) (-1.45) (.123) (-1.146)  

NLD 0.893** -0.089 3.668** -0.14 -0.896** -0.079 0.033 -0.006 0.76 

 (2.921) (-.349) (2.45) (-.322) (-2.964) (-1.033) (.582) (-.744)  

SWE 0.227 -0.216 0.369 2.465 -0.788 0.046 -0.049 -0.003 0.981 

 (.355) (-.481) (.206) (.963) (-1.087) (.086) (-.277) (-.189)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 

 



280 

 

Table A.3.2.3E 

Long-run results for electronic, electrical and optical products (NACE CI+CJ (26-27)) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 1.245*** -0.185 3.85* -1.141* 0.128 -0.035 -0.231* -0.025* 0.966 

 (6.465) (-.647) (2.072) (-2.209) (.263) (-.568) (-2.036) (-2.011)  

BEL 0.523 -0.283 0.592 0.146 -2.382** -0.09* 0.058 -0.026 0.986 

 (1.775) (-1.044) (.456) (.223) (-2.699) (-2.158) (1.482) (-1.536)  

DEU 0.678*** -0.629* 12.211 -0.228 -1.461*** -0.215** 0.042 -0.003 0.989 

 (3.935) (-2.046) (1.494) (-.445) (-3.512) (-2.256) (.611) (-.173)  

DNK 0.187 0.361 0.235 0.418 0.926 0.217 -0.055 -0.046* 0.899 

 (.669) (.923) (.178) (.641) (1.24) (1.037) (-.937) (-1.921)  

ESP 1.077*** -0.05 4.446* 0.434 -0.509 -0.013 0.161** -0.022 0.934 

 (4.97) (-.215) (2.102) (1.233) (-.769) (-.134) (3.076) (-1.686)  

FIN 0.581*** -0.5* 0.302 -2.229 0.246 -0.186 -0.438 0.018 0.966 

 (3.876) (-1.829) (.157) (-.88) (.121) (-1.016) (-.444) (.403)  

FRA 0.262 -0.362*** -1.453 0.454** -1.31* 0.004 0.268*** -0.015*** 0.972 

 (1.729) (-4.868) (-1.336) (2.91) (-1.839) (.073) (5.539) (-5.397)  

IRL 0.426 -0.337 0.644 3.393 1.803 0.002 0.339 -0.011 0.985 

 (1.519) (-1.166) (.45) (1.086) (1.139) (.031) (.567) (-.466)  

ITA 0.813*** -0.681* 0.663 -2.075** -0.775 -0.143 -0.042 0.012 0.893 

 (4.003) (-2.075) (.312) (-2.445) (-1.011) (-1.675) (-.755) (.79)  

JPN 0.128 0.017 -1.142 1.946 -1.592*** -0.161 -0.072 -0.043*** 0.985 

 (.925) (.09) (-1.494) (1.784) (-6.069) (-1.085) (-.627) (-4.222)  

NLD 0.099 -0.346* 3.28 0.408 -1.021 -0.011 -0.007 -0.018 0.976 

 (.752) (-1.817) (1.004) (1.767) (-1.013) (-.426) (-.095) (-1.457)  

SWE -0.348 -0.285 -12.518** 0.841 -2.8* -0.147 0.24 0.167 0.992 

 (-2.265) (-1.64) (-8.681) (.923) (-3.758) (-2.705) (2.272) (2.475)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.3F 

Long-run results for machinery and equipment n.e.c. (NACE CK28) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 0.526* -0.343 -0.489 -0.062 -0.229 0.14 0.006 -0.01 0.844 

 (2.192) (-1.) (-.241) (-.093) (-.442) (1.434) (.055) (-.766)  

BEL 0.459** -0.315** 1.343 0.864 -0.421 -0.005 0.027 -0.018* 0.987 

 (2.583) (-2.635) (.371) (1.246) (-.46) (-.501) (1.112) (-2.105)  

DEU 1.075*** -0.673*** 7.693*** 0.786 -0.586** -0.108** 0.056* -0.002 0.995 

 (6.495) (-4.355) (3.275) (1.389) (-2.347) (-2.344) (1.971) (-.34)  

DNK -0.224 -0.177 -2.758 0.276 -0.279 -0.197** 0.002 -0.011 0.947 

 (-.754) (-.684) (-1.238) (.604) (-.716) (-2.536) (.044) (-1.138)  

ESP 0.691*** -0.533* 4.161 -1.842 -0.349 -0.097 0.07 0.033 0.985 

 (3.184) (-1.926) (1.644) (-.962) (-.761) (-1.639) (1.659) (1.767)  

FIN 0.915** -0.756*** 3.26 -0.197 -0.28 -0.098 -0.19 0.021 0.873 

 (2.591) (-3.203) (1.108) (-.168) (-.407) (-.597) (-.515) (1.202)  

FRA 0.164 -0.453** -2.475 -0.691 -0.218 -0.055 0.207*** 0.007 0.993 

 (1.188) (-3.077) (-.905) (-1.261) (-1.056) (-1.197) (5.373) (.607)  

IRL 0.408 -0.542* -1.185 0.429 0.865 0.025 -0.044 -0.003 0.936 

 (1.52) (-1.986) (-1.133) (.712) (1.108) (.722) (-.164) (-.319)  

ITA 0.487 -0.201 1.564 -0.924 -1.227 -0.126 -0.038 0.012 0.881 

 (1.367) (-.804) (.418) (-.703) (-1.22) (-1.645) (-.718) (.633)  

JPN 0.451*** -0.335*** 0.377 -1.255 -0.754*** -0.258** -0.01 -0.003 0.987 

 (6.057) (-3.266) (.545) (-.961) (-6.088) (-2.572) (-.133) (-.355)  

NLD -0.074 -0.354 -0.733 0.131 -1.356 -0.221** 0.018 0.023* 0.888 

 (-.277) (-1.33) (-.221) (.253) (-.997) (-2.482) (.236) (2.149)  

SWE 0.978** -0.398** 3.879* 0.196 -1.122** -0.151 0.018 -0.006 0.997 

 (7.276) (-5.937) (4.186) (.615) (-7.144) (-2.9) (.619) (-1.77)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.3G 

Long-run results for motor vehicles (NACE CL29) 

 VA WAGE K/Y ICT HOURS TRADE EPL t R
2 

AUT 0.1 -0.034 -1.965 1.467*** -0.197 -0.022 -0.022 -0.012** 0.983 

 (.785) (-.211) (-1.422) (5.734) (-.802) (-1.135) (-.187) (-2.509)  

BEL 0.415 -0.536*** -1.386 1.461 -1.323** 0.017 0.01 -0.012 0.878 

 (1.538) (-3.387) (-.463) (1.477) (-2.584) (1.115) (.293) (-1.488)  

DEU 0.272 -0.673* -5.32*** 0.34 -1.514*** -0.046 0.059 0.002 0.93 

 (1.768) (-2.1) (-3.285) (.323) (-4.545) (-.948) (1.272) (.202)  

DNK 0.649 -0.728 -5.2 1.669 -1.872 -0.007 -0.115 -0.04 0.926 

 (1.684) (-1.191) (-1.353) (1.531) (-1.473) (-.214) (-1.104) (-1.586)  

ESP 0.398** -0.055 1.128 1.531 0.014 -0.089 0.121 -0.002 0.889 

 (2.503) (-.129) (.801) (.496) (.013) (-1.351) (1.594) (-.088)  

FIN 0.951*** 0.15 -14.283** 2.921** -2.661** -0.03 -0.864 -0.103*** 0.968 

 (3.702) (.822) (-2.434) (3.132) (-2.773) (-.809) (-1.423) (-3.506)  

FRA 0.164 0.022 -0.581 2.313 -2.468** 0.044 0.043 -0.049*** 0.971 

 (.842) (.107) (-.11) (1.328) (-2.723) (.366) (.297) (-3.217)  

IRL 0.713** -0.679* 2.575 -0.153 -0.441 0.003 0.212 -0.01 0.942 

 (3.196) (-2.192) (.317) (-.27) (-.469) (.323) (.648) (-.468)  

ITA 0.681*** -0.17 12.392*** -0.411 -0.139 -0.022 -0.015 0.006 0.994 

 (4.59) (-1.258) (4.85) (-.466) (-.265) (-.922) (-.426) (.596)  

JPN -0.01 -0.135 -4.93** 5.503** -1.094*** 0.014 0.09 -0.003 0.9 

 (-.058) (-1.003) (-2.956) (2.298) (-4.118) (.151) (.644) (-.355)  

NLD 0.336** -0.29 1.365 0.817* 0.146 0.046 0.073 -0.021 0.797 

 (2.403) (-1.368) (.459) (1.89) (.188) (1.249) (.825) (-1.78)  

SWE 1.406 0.064 9.069 -2.565 2.52 0.527 -0.071 -0.066 0.988 

 (2.264) (.127) (2.411) (-1.426) (2.736) (2.735) (-.556) (-1.395)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4A 

Short-run results for textiles, apparel, footwear, etc. (NACE CB (13-15)) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.075 0.063 -0.908 2.879*** 0.605 0.114*** 0.051 -0.451 0.709 

 (.234) (.22) (-.137) (3.696) (.991) (3.99) (.509) (-1.41)  

BEL 0.54*** -0.194* 5.179*** -1.268** 0.602 -0.012 -0.014 -1.423*** 0.831 

 (5.768) (-1.877) (3.784) (-2.301) (1.619) (-.77) (-1.177) (-5.827)  

DEU 0.627** -0.756** -6.87 -0.223 -1.71*** 0.01 -0.003 -1.042** 0.979 

 (2.871) (-3.116) (-1.789) (-.127) (-9.781) (.423) (-.201) (-2.485)  

DNK 0.045 -0.078 -2.661* -0.058 0.259 -0.067** 0.061** -1.139** 0.812 

 (.34) (-.439) (-2.127) (-.09) (1.098) (-2.633) (3.131) (-3.071)  

ESP 0.972*** -0.533** 0.642 -1.345 -0.975** 0.038 -0.013 -1.346*** 0.933 

 (5.265) (-3.04) (.56) (-.696) (-2.786) (.743) (-.601) (-3.591)  

FIN 1.244** -1.106*** -2.481 3.697** -2.583* -0.111** 0.569* -0.881 0.786 

 (2.559) (-4.187) (-.69) (2.451) (-2.208) (-2.368) (2.248) (-1.364)  

FRA 0.143 0.046 -2.945** 1.069* 0.704** 0.026** 0.015 -1.019*** 0.918 

 (1.324) (.388) (-3.08) (1.913) (2.62) (2.493) (.614) (-4.593)  

IRL 0.596** -0.012 -2.457 -0.766 -0.494 0.02** 0.535*** -0.895** 0.931 

 (3.263) (-.073) (-1.524) (-1.209) (-1.768) (3.099) (4.296) (-3.083)  

ITA 0.465 -0.345** -0.337 -1.07 0.114 -0.071 -0.022 -0.772 0.693 

 (1.712) (-2.311) (-.131) (-.568) (.173) (-1.284) (-1.418) (-1.807)  

JPN 0.317*** -0.448*** -4.307** 2.628** -0.857*** 0.024* -0.068 -1.695*** 0.976 

 (4.032) (-5.346) (-2.349) (2.956) (-3.292) (1.876) (-1.349) (-7.723)  

NLD 1.033** -0.578*** 8.357* 0.63 -0.224 -0.068** 0.016 -1.005* 0.785 

 (2.389) (-4.655) (2.2) (.483) (-.743) (-2.465) (.624) (-2.013)  

SWE 0.353 -0.099 -2.392 1.905 -0.372 0.024 0.035 -1.437* 0.998 

 (5.201) (-4.075) (-1.511) (2.202) (-2.457) (2.992) (2.746) (-7.407)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4B 

Short-run results for chemicals (NACE CE (20)) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.152** -0.081 -0.207 1.671 0.141 -0.029 -0.024 -0.856** 0.612 

 (2.404) (-.534) (-.26) (1.702) (.462) (-.629) (-.545) (-3.048)  

BEL 0.082 -0.289* -0.116 0.499 -0.055 -0.028 -0.012 -0.583 0.644 

 (.418) (-1.907) (-.256) (.85) (-.146) (-1.179) (-.996) (-1.139)  

DEU 0.401** -0.306*** 1.728** 5.71*** -0.47* -0.116** 0.011 -1.014*** 0.837 

 (2.522) (-3.737) (2.521) (4.33) (-2.089) (-2.652) (.706) (-3.213)  

DNK 0.205* -0.075 0.811 -0.777* -0.621** 0.034* 0.004 -1.287*** 0.946 

 (1.91) (-1.134) (1.279) (-2.012) (-3.113) (1.986) (.271) (-9.435)  

ESP 0.19 -0.675* 0.428 4.159 0.102 -0.026 0.066 -1.034*** 0.714 

 (.677) (-2.065) (.269) (1.326) (.381) (-.156) (1.059) (-3.257)  

FIN -0.014 0.049 -0.079 1.379 0.227 0.053 0.037 -0.633* 0.344 

 (-.125) (.409) (-.155) (.689) (.423) (.665) (.674) (-2.152)  

FRA 0.244* -0.065 1.452** 0.728 -1.198** 0.014 -0.012 -1.22*** 0.793 

 (2.116) (-.819) (2.472) (1.501) (-3.022) (.483) (-.375) (-4.726)  

IRL 0.126** -0.394** -0.107 2.69** 0.169 -0.011 0.41** -1.72*** 0.908 

 (2.548) (-2.672) (-.807) (2.756) (.478) (-1.123) (2.791) (-8.344)  

ITA 0.266 -0.033 0.514 5.984** -0.168 0.042 -0.019* -0.891*** 0.717 

 (1.339) (-.237) (.914) (2.386) (-.24) (.355) (-2.111) (-3.707)  

JPN 0.591** 0.949*** -2.182*** -8.294* 2.615** 0.661** 0.131** -1.422*** 0.83 

 (2.797) (3.488) (-3.787) (-2.056) (2.516) (2.543) (2.388) (-4.421)  

NLD 0.187 -0.151 1.121** -2.743 -1.456*** 0.003 -0.04 -0.863** 0.766 

 (1.627) (-1.378) (2.415) (-1.141) (-4.065) (.097) (-1.275) (-2.576)  

SWE 0.418 -1.3 3.058 -8.974 0.451 0.046 -0.386 -5.485 0.971 

 (.992) (-1.925) (1.44) (-1.644) (.764) (.538) (-1.91) (-1.787)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4C 

Short-run results for rubber and plastics, etc. (NACE CG (22-23)) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.192 0.408* -0.841 1.885* 0.115 0.107* 0.03* -1.429*** 0.846 

 (1.456) (2.011) (-1.146) (1.909) (.62) (1.952) (1.873) (-6.31)  

BEL 0.238 -0.391* 0.522* 0.6 1.094 -0.053* 0.018 -0.909*** 0.82 

 (1.417) (-1.985) (2.052) (.859) (1.335) (-1.848) (1.203) (-3.765)  

DEU 0.613* 0.184 -0.741 5.564* -0.651* -0.072 0.008 -1.204** 0.849 

 (1.899) (1.23) (-.587) (1.97) (-2.145) (-1.202) (.494) (-2.398)  

DNK 0.394 -0.754* -0.059 -0.665 0.064 -0.084 -0.017 -1.045* 0.681 

 (1.497) (-2.241) (-.063) (-.462) (.135) (-1.103) (-.7) (-2.245)  

ESP 0.856*** -0.705*** 0.939 -0.464 -0.299 -0.254 -0.019 -0.793* 0.863 

 (5.212) (-3.922) (1.297) (-.309) (-.979) (-.94) (-1.06) (-1.928)  

FIN 1.157*** -0.763*** 0.385 2.061* -1.937*** -0.152 -0.218 -1.142*** 0.914 

 (4.55) (-5.668) (.543) (2.05) (-4.902) (-.588) (-1.026) (-3.257)  

FRA 0.27* -0.158 0.306 2.257 -0.866* -0.227 -0.043 -0.78 0.813 

 (2.069) (-.999) (.628) (1.751) (-2.048) (-1.301) (-1.623) (-1.8)  

IRL 0.573*** -0.732*** 0.431 -1.131** -0.417** 0.014 -0.012 -1.256 0.921 

 (8.182) (-9.427) (1.784) (-2.504) (-2.911) (.332) (-.089) (-1.829)  

ITA 0.576** 0.008 0.303 1.59 0.296 -0.076 -0.012 -1.294*** 0.767 

 (3.052) (.043) (.521) (.985) (.459) (-1.348) (-1.113) (-3.637)  

JPN 0.213*** -0.386*** -2.107*** -7.489*** -0.802*** 0.503** -0.022 -1.624*** 0.984 

 (4.163) (-6.896) (-11.181) (-9.617) (-5.153) (2.668) (-.952) (-7.542)  

NLD 0.163 -0.367 -0.867 0.687 -0.407 -0.049 0.012 -0.605** 0.602 

 (.778) (-1.579) (-.995) (1.152) (-.676) (-.659) (.472) (-2.913)  

SWE -0.469** 0.327*** -1.296** 9.299*** -1.024*** -0.067** 0.124*** -0.086 1 

 (-58.475) (269.226) (-33.664) (175.652) (-285.702) (-33.801) (69.246) (-2.422)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4D 

Short-run results for basic metals and fabricated metal products (NACE CH (24-25)) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.209* -0.174 -0.477 1.542** 0.242 0.006 0.004 -0.976** 0.819 

 (2.032) (-1.155) (-.344) (2.474) (1.263) (.11) (.144) (-2.565)  

BEL 0.485** -0.22** 1.364 2.803** -0.898* -0.013 0.005 -0.198 0.764 

 (3.029) (-2.312) (1.558) (2.988) (-2.049) (-.189) (.597) (-.21)  

DEU 0.532*** -0.357* -1.652 3.32** -1.076*** -0.013 0.024 -1.514*** 0.825 

 (3.361) (-1.874) (-.861) (2.39) (-3.63) (-.125) (1.192) (-4.187)  

DNK -0.036 -0.779*** -4.207*** 1.393** -0.608** -0.015 0.003 -1.558*** 0.849 

 (-.24) (-3.976) (-3.95) (2.506) (-2.775) (-.336) (.288) (-3.655)  

ESP 0.19 -0.434 0.93 0.48 -0.817 -0.002 -0.013 -0.666** 0.769 

 (1.036) (-1.573) (.909) (.216) (-1.122) (-.018) (-.419) (-2.487)  

FIN 0.885* -0.203 1.255 0.5 0.062 -0.174 -0.353 -0.427 0.656 

 (2.017) (-.416) (.52) (.229) (.052) (-1.149) (-1.141) (-.851)  

FRA 0.073 -0.382*** -0.469 3.249* -0.533 -0.193 0.072 -0.986*** 0.876 

 (.277) (-4.745) (-.397) (2.151) (-1.803) (-1.65) (1.458) (-3.493)  

IRL 0.406*** -0.447*** 0.49 -0.37** -1.458*** -0.008 -0.262*** -1.723*** 0.967 

 (7.122) (-12.179) (.966) (-3.15) (-7.354) (-.485) (-7.255) (-7.32)  

ITA 0.902*** -0.381** 1.404* 0.671 -0.12 -0.014 -0.015** -1.193*** 0.855 

 (4.306) (-3.079) (2.185) (.691) (-.211) (-.165) (-2.54) (-4.683)  

JPN 0.253** -0.453** 0.548 2.585 -0.706** -0.223 0.03 -0.652** 0.822 

 (2.643) (-2.376) (.723) (1.323) (-2.751) (-1.407) (.547) (-2.381)  

NLD 0.511 -0.031 2.139* -0.11 -0.625*** -0.139*** 0.017 -0.347 0.797 

 (1.76) (-.384) (1.95) (-.328) (-4.85) (-3.786) (1.135) (-1.317)  

SWE -1.296 0.238 -3.888 13.707 -0.603 -0.081 -0.412 -0.856 0.998 

 (-1.103) (1.078) (-1.274) (1.883) (-2.26) (-.776) (-1.604) (-1.124)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4E 

Short-run results for electronic, electrical and optical products (NACE CI+CJ (26-27)) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.953*** -0.368 3.216 -1.037** -0.329 -0.053 -0.192** -0.873*** 0.872 

 (4.704) (-1.189) (1.422) (-2.451) (-1.617) (-1.205) (-3.162) (-3.366)  

BEL -0.162 0.269 -2.863* 1.847*** -1.295* -0.035 -0.002 -1.379*** 0.863 

 (-.59) (1.314) (-2.04) (3.669) (-2.084) (-1.344) (-.118) (-3.296)  

DEU 0.586*** -0.444 3.745 0.783 -1.322*** -0.035 0.022 -1.24*** 0.864 

 (3.654) (-1.737) (.522) (1.293) (-3.518) (-.585) (1.206) (-4.035)  

DNK 0.216 0.157 -2.147 -0.166 0.715 -0.044 -0.056* -0.662 0.701 

 (1.121) (.729) (-1.076) (-.411) (1.443) (-.623) (-1.985) (-1.472)  

ESP 1.047*** -0.252 5.325** 0.87** -0.211 -0.068* 0.042 -0.87** 0.862 

 (3.703) (-.816) (2.842) (2.746) (-.476) (-1.99) (1.64) (-2.494)  

FIN 0.344 -0.092 0.793 -2.003 3.727** 0.047 0.305 -1.355*** 0.779 

 (1.649) (-.702) (.973) (-1.794) (3.153) (.849) (1.412) (-3.267)  

FRA -0.186 -0.453*** -5.471** 0.956*** -3.37** -0.161* 0.067 -0.736 0.814 

 (-1.137) (-3.233) (-2.991) (3.406) (-3.181) (-1.874) (1.276) (-1.151)  

IRL 0.32 -0.209 0.122 2.678* 0.913 -0.022 0.341* -0.942 0.852 

 (1.159) (-1.245) (.111) (2.211) (.8) (-.524) (1.968) (-1.588)  

ITA 0.73*** -0.607* -3.021 -1.057* -0.46 0.034 -0.028 -1.408*** 0.816 

 (3.938) (-1.952) (-1.81) (-1.873) (-.956) (.573) (-1.78) (-3.355)  

JPN 0.025 -0.032 -2.754*** 3.588*** -1.812*** 0.141* -0.065 -1.249*** 0.898 

 (.305) (-.327) (-3.865) (5.203) (-8.684) (2.08) (-.926) (-3.806)  

NLD 0.19*** -0.401*** 1.676 0.852*** -1.223** -0.024** -0.018 -1.3*** 0.879 

 (4.264) (-4.125) (.974) (3.537) (-2.544) (-2.328) (-.997) (-4.955)  

SWE -0.381 -0.224 -8.814 3.58 -2.83 -0.092 0.045 -1.205 0.987 

 (-2.59) (-1.493) (-3.783) (3.38) (-5.071) (-1.919) (.228) (-.822)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4F 

Short-run results for machinery and equipment n.e.c. (NACE CK28) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.455** -0.677** -3.216** -1.745 -0.271 0.144 0.047 -1.878*** 0.84 

 (2.355) (-3.095) (-2.817) (-1.06) (-.794) (1.721) (1.096) (-4.613)  

BEL 0.383** -0.275** 1.079 0.246 0.193 -0.001 0 -1.36** 0.853 

 (2.857) (-2.52) (.376) (.339) (.246) (-.158) (-.022) (-3.14)  

DEU 0.857*** -0.797*** 2.589 2.851** -0.647*** -0.089*** 0.011 -1.126** 0.926 

 (4.073) (-3.733) (.968) (2.634) (-3.94) (-3.728) (.884) (-3.108)  

DNK -0.315*** -0.047 -5.76*** 1.221** 0.095 -0.091* -0.002 -1.874*** 0.877 

 (-5.384) (-.301) (-8.688) (2.835) (.523) (-1.837) (-.26) (-6.318)  

ESP 0.654** -0.582** 3.162 0.599 -0.036 -0.062 0.013 -0.824* 0.782 

 (2.726) (-2.511) (1.643) (.489) (-.072) (-1.35) (.533) (-2.126)  

FIN 0.771** -0.6* 1.859 -0.617 -0.244 0.022 0.058 -0.923 0.784 

 (2.465) (-2.073) (.513) (-.993) (-.349) (.109) (.123) (-1.316)  

FRA 0.059 -0.221* -7.002*** 0.541 -0.162 -0.113*** 0.074*** -0.826** 0.939 

 (.86) (-2.205) (-4.08) (1.668) (-.707) (-5.815) (3.254) (-2.815)  

IRL 0.407*** -0.429** -1.851** 0.474 0.301 -0.009 0.058 -1.411** 0.889 

 (4.318) (-3.54) (-3.158) (1.711) (.851) (-.397) (.693) (-3.446)  

ITA 0.597 -0.324 0.291 -0.158 -0.689 -0.013 -0.02** -1*** 0.721 

 (1.811) (-1.75) (.125) (-.135) (-1.119) (-.451) (-2.53) (-3.878)  

JPN 0.262*** -0.006 -0.254 3.978** -0.242 -0.47*** -0.136*** -0.684** 0.971 

 (3.661) (-.059) (-.423) (2.814) (-1.458) (-6.932) (-6.313) (-2.862)  

NLD 0.228* -0.157 1.085 1.076*** -0.157 -0.081** -0.008 0.098 0.712 

 (1.916) (-.536) (.342) (3.32) (-.262) (-2.388) (-.345) (.366)  

SWE 0.09 -0.197 -2.971 1.261 -1.866 0.091 0.209 -8.057 0.99 

 (.127) (-.669) (-.598) (.95) (-3.589) (.917) (1.288) (-2.168)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Table A.3.2.4G 

Short-run results for motor vehicles (NACE CK29) 

 VA WAGE K/Y ICT HOURS TRADE EPL  R
2 

AUT 0.122* -0.078 -1.726* 1.116 -0.089 0.001 -0.098* -1.26** 0.87 

 (1.846) (-.648) (-2.202) (1.375) (-.398) (.036) (-2.16) (-3.198)  

BEL 0.511*** -0.501*** 0.088 1.48 -0.589* -0.001 0.021** -0.752** 0.889 

 (3.475) (-5.193) (.067) (1.772) (-2.203) (-.3) (2.547) (-2.779)  

DEU 0.227* -0.774** -6.159*** 1.637 -1.405*** -0.009 0.011 -1.425** 0.851 

 (1.819) (-2.579) (-3.314) (1.272) (-4.635) (-.308) (.576) (-2.453)  

DNK 0.597* -0.696 -5.365 1.076 -1.893 -0.002 0.007 -0.998** 0.574 

 (2.201) (-1.777) (-.904) (1.231) (-1.707) (-.082) (.116) (-2.284)  

ESP 0.383** -0.238 1.524 4.531 0.586 -0.045 0.009 -0.907* 0.748 

 (2.581) (-1.185) (1.389) (1.163) (1.118) (-.697) (.209) (-2.179)  

FIN 0.427* 0.075 -7.596** 2.197** -1.113 0.007 -0.106 -0.956 0.692 

 (2.049) (.591) (-2.333) (2.478) (-1.628) (.302) (-1.374) (-1.308)  

FRA 0.019 0.013 -3.7 1.37 -1.48** 0.003 0.075 -0.653** 0.737 

 (.22) (.187) (-1.598) (1.563) (-2.703) (.079) (1.077) (-2.589)  

IRL 0.792*** -0.707*** 5.886 -0.587 -1.274** -0.006 0.285* -1.308*** 0.933 

 (5.26) (-5.95) (1.183) (-1.263) (-2.812) (-.719) (2.153) (-4.911)  

ITA 0.654*** -0.202* 10.977*** 0.874 -0.063 -0.011 0.004 -1.255*** 0.862 

 (6.427) (-1.969) (5.801) (1.707) (-.131) (-.689) (.527) (-3.459)  

JPN 0.14 -0.229* -4.778*** 5.31*** -1.129*** 0.06 0.016 -1.47** 0.894 

 (1.252) (-2.027) (-4.751) (3.231) (-4.52) (.69) (.429) (-3.171)  

NLD 0.543*** -0.072 2.771 0.548** -0.067 0.026 0.008 -1.019*** 0.812 

 (4.651) (-.405) (1.186) (2.344) (-.167) (1.511) (.246) (-4.592)  

SWE 0.1 0.441 -0.966 -0.055 -0.22 0.172 -0.028 -2.378 0.647 

 (.152) (.721) (-.252) (-.021) (-.039) (.636) (-.041) (-1.144)  

Notes: Figures in brackets are t-statistics. ***, ** and * indicate statistical significance at the 1, 5 and 10 per cent levels. The 

term c refers to the constant. 
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Appendix to Section 3.4 

 

Table A3.4.1A  

Strongest sectoral employment reactions  

to the crisis of the 1970s: EU-15 countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -6.16 -8.73 -5.19 -7.19 -6.78 -5.39 -1.98 -7.79 -4.43 0.87 0.76 1.72 1.54 

Belgium -0.83 -9.70 -1.17 -6.00 -6.19 -4.62 -5.96 -1.92 -0.80 -0.57 -0.32 0.39 1.25 

Germany -2.50 -10.13 -3.37 -9.74 -5.27 -7.82 -5.42 -4.01 -7.54 -1.51 0.67 -0.01 1.67 

Denmark -1.26 -13.02 -2.98 -9.10 -11.14 -12.46 -10.51 -6.13 -6.35 -1.91 -4.69 -0.97 1.36 

Spain -0.59 -2.51 -3.82 0.15 -1.08 0.51 0.51 1.84 -4.63 1.32 0.55 2.92 0.11 

Finland -1.81 -5.09 -3.85 -5.65 -5.20 -3.37 -4.72 -6.81 -11.99 -4.40 -2.91 0.77 0.38 

France -0.82 -5.21 -1.07 -4.16 -2.77 -1.67 -2.88 -1.75 -3.96 -0.86 -0.39  1.39 

Greene 1.15 2.68 2.68 2.68 2.68 2.68 2.68 2.68 2.29 2.73 2.73 3.92 3.92 

Ireland -0.89 -3.45 -3.45 -3.45 -3.45 -3.45 -3.45 -3.45 -5.62 0.29 0.29 4.09 4.09 

Italy 0.08 -2.74 -1.36 -1.50 0.36 0.19 1.77 -0.24 -4.16 0.43 -2.49 6.11 0.36 

Luxembourg -0.43 -6.11 -6.11 -6.11 -6.11 -6.11 -6.11 -6.11 -5.95 2.49 2.49 2.49 2.49 

Netherlands -0.69 -11.92 -2.44 -1.68 -4.12 -4.25 -3.21 -4.57 -4.23 -1.01 -0.66 0.78 -7.51 

Portugal -1.02 -4.18 -4.18 -4.18 -4.18 -4.18 -4.18 -4.18 -4.83 -2.08 -2.08 -18.42 -18.42 

Sweden 0.48 -10.79 -6.37 -4.29 -3.81 -2.76 -2.76 -2.76 -6.96 0.00 0.00 0.94 0.94 

United Kingdom -0.92 -6.59 -4.18 -5.34 -4.31 -5.19 -5.22 -3.12 -3.31 -0.53 -0.18 -0.27 -0.21 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.1B  

Strongest sectoral employment reactions  

to the crisis of the 1980s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -1.36 -5.59 -5.08 -4.03 -4.83 -1.82 -5.29 -2.52 -4.24 -0.44 -1.06 0.49 0.76 

Belgium -1.64 -6.55 -2.54 -6.19 -5.13 -4.19 -5.59 -5.25 -9.13 -1.67 1.36 0.62 0.50 

Germany -0.91 -7.47 -1.84 -3.63 -4.52 -4.01 -3.72 -2.46 -3.96 -0.88 1.59 0.89 1.47 

Denmark -1.57 -6.75 -1.99 -11.11 -9.97 -1.92 -8.16 -10.93 -13.02 -4.43 -3.60 -1.96 -1.59 

Spain -2.40 -9.33 -3.88 -8.15 -5.95 -5.30 -8.62 -7.09 -12.99 -4.50 -1.21 -1.79 0.61 

Finland -0.32 -6.59 -0.98 -2.00 -4.20 -1.52 -6.11 -3.60 -1.83 -0.48 0.45 1.43 4.35 

France -0.77 -7.19 -3.13 -3.12 -5.43 -2.00 -4.95 -4.28 -6.38 -1.33 0.64 0.88 0.99 

Greene -0.75 -1.03 -1.03 -1.03 -1.03 -1.03 -1.03 -1.03 -7.97 -1.58 -1.58 -4.65 -4.65 

Ireland -1.72 -6.44 -6.44 -6.44 -6.44 -6.44 -6.44 -6.44 -9.37 -2.91 -2.91 -1.28 -1.28 

Italy -0.08 -4.57 -6.99 -4.12 -6.49 -4.69 -3.18 -6.57 -6.23 0.66 0.12 0.50 4.40 

Luxembourg -0.24 -3.45 -3.45 -3.45 -3.45 -3.45 -3.45 -3.45 -4.76 0.74 0.00 1.54 1.54 

Netherlands -1.90 -12.37 -1.47 -2.07 -4.71 -5.06 -3.62 -6.74 -11.20 -3.65 1.48 -2.06 -7.47 

Portugal -1.79 -3.52 -3.86 -5.86 -7.41 -5.88 -6.69 -7.53 -8.85 -2.96 -2.96 -4.88 -1.09 

Sweden -0.48 -9.55 -3.66 -4.56 -5.35 -3.40 -3.40 -3.40 -4.47 -1.35 -1.35 0.53 0.00 

United Kingdom -3.83 -13.59 -8.78 -10.73 -13.43 -8.25 -9.93 -11.14 -5.07 -2.34 -2.02 0.72 -1.19 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.1C  

Strongest sectoral employment reactions  

to the crisis of the 1990s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -0.46 -8.68 -4.17 -5.69 -4.80 -3.67 -6.11 -1.91 -1.57 0.14 0.07 -1.71 0.85 

Belgium -0.55 -7.75 -2.46 -3.77 -6.09 -4.59 -6.51 -4.33 -1.64 -1.58 0.13 -1.70 3.27 

Germany -1.88 -19.65 -7.99 -4.68 -6.54 -11.47 -10.12 -6.67 -4.02 0.26 1.62 -1.18 4.68 

Denmark -1.47 -12.29 -3.92 -2.72 -4.66 -8.32 -2.91 -5.55 -3.66 -1.56 0.04 -4.06 -1.01 

Spain -2.84 -8.93 -4.01 -9.02 -3.59 -7.58 -4.96 -12.08 -8.93 -2.25 -2.86 -0.78 0.83 

Finland -7.06 -20.39 -5.42 -13.49 -9.35 -8.55 -11.97 -9.43 -15.38 -11.34 -9.94 -7.74 -7.24 

France -1.29 -7.41 -3.77 -3.71 -6.61 -5.55 -6.06 -5.36 -6.16 -1.95 -0.05 -1.73 -0.71 

Greene -2.22 -17.02 -17.02 -17.02 -17.02 -17.02 -17.02 -17.02 -3.38 -2.33 0.29 -7.19 -3.06 

Ireland -0.88 -9.57 0.27 -3.45 -3.63 0.24 -2.48 -13.40 -5.16 -0.37 -6.65 -4.50 -5.58 

Italy -2.69 -4.98 -5.17 -3.51 -3.45 -6.20 -4.26 -5.66 -3.27 -2.89 -1.49 -1.98 -2.23 

Luxembourg 1.99 -8.33 -7.14 -7.03 -7.79 -6.72 -6.76 -25.00 -0.84 0.62 0.84 0.00 3.16 

Netherlands 0.42 -10.47 -7.16 -1.64 -5.52 -6.87 -4.73 -13.24 -1.07 0.05 -0.43 -1.34 2.03 

Portugal -2.15 -7.80 -8.67 -4.91 -4.62 -4.56 -10.21 -10.08 -3.85 -2.77 -3.29 -3.24 -0.06 

Sweden -5.15 -17.29 -7.31 -10.62 -9.29 -10.12 -10.12 -10.12 -14.26 -4.57 -4.57 -6.27 -7.59 

United Kingdom -3.07 -14.39 -9.50 -12.32 -9.61 -9.20 -9.55 -11.75 -8.24 -2.73 -3.11 -3.62 -1.85 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.2A  

Strongest sectoral hours worked reactions  

to the crisis of the 1970s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -4.56 -13.44 -11.70 -12.89 -12.23 -11.07 -7.74 -13.30 -9.27 -4.44 -2.71 0.10 -3.03 

Belgium -3.27 -9.95 -1.33 -6.85 -6.54 -4.72 -6.38 -2.12 -1.72 -2.79 -1.71 -1.30 -1.61 

Germany -4.42 -10.73 -7.51 -12.17 -11.97 -11.41 -9.48 -6.08 -8.11 -3.38 -2.98 -2.52 0.42 

Denmark -5.20 -13.00 -7.35 -13.89 -12.94 -16.05 -13.13 -5.82 -9.06 -4.42 -5.77 -2.22 -0.86 

Spain -0.56 -2.60 -3.84 0.17 -1.00 0.54 0.51 1.94 -4.66 1.33 0.56 2.92 0.02 

Finland -2.24 -8.25 -6.04 -6.39 -5.76 -5.35 -5.15 -10.59 -11.82 -4.84 -3.12 0.36 0.35 

France -2.84 -7.97 -3.89 -6.85 -4.78 -4.56 -5.65 -4.79 -7.31 -1.84 -1.52 2.06 0.33 

Greene 1.23 2.68 2.68 2.68 2.68 2.68 2.68 2.68 2.29 2.73 2.73 3.92 3.92 

Ireland -1.33 -3.90 -3.88 -3.87 -3.86 -3.87 -3.87 -3.90 -5.85 -0.62 -0.64 3.16 3.16 

Italy -0.07 -1.80 -2.57 -1.60 0.35 -0.71 0.59 -0.22 -4.46 0.29 -1.45 6.25 0.89 

Luxembourg -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 

Netherlands -2.81 -15.65 -3.35 -4.58 -6.40 -4.70 -4.80 -5.89 -9.16 -3.49 -2.05 -0.53 -6.89 

Portugal -1.71 -4.18 -4.18 -4.18 -4.18 -4.18 -4.18 -4.18 -4.83 -2.08 -2.08 -18.42 -18.42 

Sweden 0.28 -10.79 -6.37 -4.28 -3.74 -2.76 -2.76 -2.76 -6.96 0.00 0.00 0.94 0.94 

United Kingdom -2.56 -8.69 -6.40 -7.56 -6.87 -6.40 -8.02 -5.86 -4.59 -1.56 -1.24 -1.72 -1.59 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.2B  

Strongest sectoral hours worked reactions  

to the crisis of the 1980s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -3.67 -6.95 -8.19 -7.76 -7.90 -4.60 -6.74 -4.83 -3.64 -1.78 -2.22 -4.82 -4.17 

Belgium -2.87 -8.97 -4.26 -8.60 -7.94 -5.74 -7.50 -5.41 -14.03 -2.67 -2.49 -0.42 0.38 

Germany -1.72 -8.43 -2.40 -3.94 -5.86 -4.65 -6.01 -5.81 -6.27 -1.54 -0.37 0.05 -0.11 

Denmark -3.25 -8.35 -3.10 -11.28 -10.79 -2.34 -10.13 -8.58 -15.59 -5.27 -3.06 -1.79 -2.95 

Spain -5.55 -9.17 -6.41 -10.07 -8.63 -7.58 -8.96 -10.75 -17.04 -7.66 -1.44 -7.44 -1.28 

Finland -1.46 -7.48 -2.51 -2.37 -4.33 -1.35 -7.66 -4.70 -2.47 -2.46 -0.49 1.60 3.90 

France -2.90 -7.37 -7.04 -6.75 -6.25 -4.40 -7.07 -7.28 -7.05 -5.71 -0.35 -0.70 -1.21 

Greene -0.77 -1.03 -1.03 -1.03 -1.03 -1.03 -1.03 -1.03 -7.97 -1.58 -1.58 -4.65 -4.65 

Ireland -2.41 -6.89 -6.90 -6.88 -6.92 -6.90 -6.88 -6.91 -9.81 -2.32 -2.35 -1.71 -1.67 

Italy 0.25 -5.06 -7.28 -5.74 -7.83 -5.96 -4.27 -6.33 -8.81 0.53 1.41 -0.26 6.47 

Luxembourg -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 -0.63 

Netherlands -2.63 -11.30 -1.18 -2.29 -5.05 -5.47 -3.65 -5.93 -11.33 -4.77 -0.91 -2.93 -6.47 

Portugal -2.69 -4.26 -4.60 -6.59 -8.13 -6.61 -7.41 -8.25 -9.55 -3.71 -3.71 -5.62 -1.86 

Sweden -0.29 -9.25 -3.31 -4.21 -4.88 -3.05 -3.05 -3.05 -4.13 -0.69 -5.40 1.21 0.26 

United Kingdom -4.72 -14.21 -8.49 -10.50 -13.04 -8.04 -9.47 -10.64 -4.96 -2.97 -2.68 0.19 -1.55 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.2C 

Strongest sectoral hours worked reactions  

to the crisis of the 1990s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -1.63 -9.31 -5.24 -5.89 -7.18 -4.43 -6.08 -4.06 -1.74 -1.68 -4.90 -1.49 -0.93 

Belgium -1.25 -8.98 -4.64 -4.63 -8.38 -7.42 -8.32 -7.32 -4.34 -1.33 -1.07 -1.66 4.28 

Germany -2.35 -15.52 -10.76 -5.78 -9.61 -11.21 -12.82 -11.98 -4.54 -0.33 0.54 -1.70 3.46 

Denmark -1.51 -11.61 -4.32 -3.66 -4.68 -8.75 -3.05 -6.25 -5.09 -2.00 -0.24 -4.49 -0.34 

Spain -1.85 -9.07 -4.15 -7.95 -3.17 -7.14 -6.13 -13.04 -7.13 -0.95 -2.27 -2.53 0.41 

Finland -6.84 -23.62 -6.33 -14.58 -12.96 -11.13 -14.29 -13.16 -15.39 -10.57 -12.52 -13.71 -7.12 

France -2.04 -8.20 -3.85 -3.89 -7.07 -5.53 -6.36 -6.69 -6.51 -2.99 -2.69 -1.90 -1.12 

Greene -2.16 -17.02 -17.02 -17.02 -17.02 -17.02 -17.02 -17.02 -3.38 -3.70 -0.41 -9.43 -4.38 

Ireland -1.35 -9.07 -0.78 -1.00 -2.50 -0.75 -2.48 -13.16 1.45 -0.87 -8.42 -5.62 -5.58 

Italy -2.70 -5.32 -6.84 -3.88 -4.42 -6.26 -4.26 -6.90 -2.74 -3.35 -4.29 -4.10 -2.61 

Luxembourg 1.48 -8.33 -7.14 -8.20 -7.62 -6.72 -9.80 -25.00 -1.57 0.64 0.14 0.00 6.13 

Netherlands -0.21 -7.88 -8.38 -1.31 -6.30 -6.63 -5.11 -17.01 -2.57 0.42 -3.83 -0.49 2.55 

Portugal -2.80 -8.36 -8.88 -5.49 -5.20 -5.14 -10.76 -10.63 -4.07 -3.26 -3.88 -4.52 0.43 

Sweden -4.33 -17.50 -6.89 -9.56 -8.94 -9.72 -9.72 -9.72 -13.50 -3.63 -8.43 -4.73 -4.66 

United Kingdom -4.23 -15.24 -11.21 -13.73 -13.23 -12.58 -9.52 -14.72 -12.25 -3.54 -3.52 -5.97 -2.55 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.3A  

Strongest sectoral value-added reactions  

to the crisis of the 1970s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -0.24 -8.00 -4.14 -5.38 -11.93 -5.81 -5.81 -5.81 -3.46 -5.40 -0.83 0.76 0.69 

Belgium -2.97 -24.66 -15.10 -12.28 -11.79 -2.45 -2.35 -11.24 -0.39 -1.73 -7.32 -6.79 4.37 

Germany -1.43 -4.95 -9.23 -6.79 -2.84 -6.24 -6.91 -7.50 -9.00 -1.02 0.32 -0.79 2.42 

Denmark -1.63 -7.66 -6.66 -13.62 -6.64 -6.50 -6.75 -32.14 -10.49 -3.60 -8.25 -2.78 0.93 

Spain 1.28 1.18 4.16 -1.27 -8.28 -1.96 -1.98 -1.65 -6.80 1.42 -0.09 -0.19 -1.32 

Finland -0.32 -5.35 -12.29 -10.41 -0.93 -6.18 -2.61 -24.29 -10.12 -8.63 -7.34 2.10 2.43 

France -1.63 -4.16 -8.43 -2.26 -11.44 3.61 -18.27 -4.47 -7.04 -0.68 0.35 -9.13 1.71 

Greene -1.53 -0.55 -3.04 0.69 -8.66 -2.00 -2.00 -2.00 -31.19 -0.68 -0.68 4.36 4.36 

Ireland -0.96 -12.18 -8.52 -8.52 -7.24 -6.68 -6.68 -6.68 -1.35 -10.10 -3.76 -1.35 -1.35 

Italy -2.34 -3.61 8.56 -9.81 -6.73 -1.53 -15.31 -21.92 -3.11 -1.82 -1.61 -3.45 2.69 

Luxembourg 1.89 -31.29 -31.29 -31.29 -31.29 -31.29 -31.29 -31.29 -9.79 1.00 1.00 -1.07 -1.07 

Netherlands 1.62 -11.02 -11.59 -1.80 -7.82 -1.70 -0.03 -4.82 -5.26 0.53 1.49 3.78 0.47 

Portugal -4.42 -11.21 -12.57 -11.76 -11.21 -11.21 -11.21 -11.21 -15.65 -12.25 -4.03 -3.24 -3.24 

Sweden -1.06 -11.61 -2.06 -5.64 -7.56 -6.34 -6.34 -6.34 -2.14 -2.83 -8.58 -0.59 -0.59 

United Kingdom -1.32 -5.31 -8.51 -6.92 -11.08 -8.10 -4.15 -7.28 -10.49 -4.70 -1.58 -0.37 0.37 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.3B  

Strongest sectoral value-added reactions  

to the crisis of the 1980s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -0.73 -4.52 -1.51 -4.67 -4.55 2.78 -17.24 -8.05 -6.64 -4.79 -1.37 -0.13 -2.23 

Belgium -0.09 -7.37 3.74 -8.72 -7.48 -3.63 -8.58 -5.45 -17.54 -4.57 -0.47 -13.24 0.41 

Germany -0.76 -5.64 -4.45 -4.98 -6.34 -1.31 -3.75 -3.87 -4.96 -4.40 -4.99 -0.60 3.01 

Denmark -0.61 -10.34 -4.60 -10.90 -12.44 2.16 -10.25 -25.63 -15.99 -4.57 -5.19 -3.84 -3.22 

Spain -0.71 -5.38 -5.04 -2.97 -5.14 -2.05 -2.57 -9.88 -6.76 -3.16 -5.82 -5.52 -2.42 

Finland 1.30 -7.40 -1.01 -4.67 2.43 5.55 -8.95 -4.31 -4.38 -0.54 -2.24 1.77 0.38 

France 1.11 -5.40 6.56 -9.25 -15.68 -5.45 -0.14 -7.71 -3.00 0.04 -5.07 2.20 1.99 

Greene -0.72 -6.47 -3.69 -2.98 -5.45 -14.04 -14.04 -14.04 -13.60 -1.00 -1.00 2.09 2.09 

Ireland 0.84 -12.84 -5.99 -7.69 -7.47 -1.29 0.55 -15.79 -11.74 -3.99 -5.82 -0.42 -0.42 

Italy 0.46 -3.87 5.39 -2.92 -2.17 -0.96 -12.21 -1.80 -4.24 -0.74 -5.30 -7.74 3.10 

Luxembourg -3.67 -5.07 -5.07 -5.07 -5.07 -5.07 -5.07 -5.07 -10.47 -1.30 -2.44 -18.16 -18.16 

Netherlands -1.53 -8.70 -9.31 -4.10 -4.54 -1.70 -2.46 -5.46 -10.01 -4.00 -3.02 0.85 0.81 

Portugal -1.58 0.28 -5.13 -1.56 -12.95 -11.86 -13.65 -26.57 -9.34 -5.51 0.20 -14.94 0.51 

Sweden 0.53 -11.08 -4.43 -10.36 -3.87 -1.48 -1.48 -1.48 -3.49 -2.18 -2.80 3.25 0.34 

United Kingdom -3.36 -14.57 -10.35 -10.13 -19.59 -6.54 -10.96 -7.74 -7.85 -6.50 -2.68 -1.61 -0.25 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.3C 

Strongest sectoral value-added reactions  

to the crisis of the 1990s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -0.73 -4.52 -1.51 -4.67 -4.55 2.78 -17.24 -8.05 -6.64 -4.79 -1.37 -0.13 -2.23 

Belgium -0.09 -7.37 3.74 -8.72 -7.48 -3.63 -8.58 -5.45 -17.54 -4.57 -0.47 -13.24 0.41 

Germany -0.76 -5.64 -4.45 -4.98 -6.34 -1.31 -3.75 -3.87 -4.96 -4.40 -4.99 -0.60 3.01 

Denmark -0.61 -10.34 -4.60 -10.90 -12.44 2.16 -10.25 -25.63 -15.99 -4.57 -5.19 -3.84 -3.22 

Spain -0.71 -5.38 -5.04 -2.97 -5.14 -2.05 -2.57 -9.88 -6.76 -3.16 -5.82 -5.52 -2.42 

Finland 1.30 -7.40 -1.01 -4.67 2.43 5.55 -8.95 -4.31 -4.38 -0.54 -2.24 1.77 0.38 

France 1.11 -5.40 6.56 -9.25 -15.68 -5.45 -0.14 -7.71 -3.00 0.04 -5.07 2.20 1.99 

Greene -0.72 -6.47 -3.69 -2.98 -5.45 -14.04 -14.04 -14.04 -13.60 -1.00 -1.00 2.09 2.09 

Ireland 0.84 -12.84 -5.99 -7.69 -7.47 -1.29 0.55 -15.79 -11.74 -3.99 -5.82 -0.42 -0.42 

Italy 0.46 -3.87 5.39 -2.92 -2.17 -0.96 -12.21 -1.80 -4.24 -0.74 -5.30 -7.74 3.10 

Luxembourg -3.67 -5.07 -5.07 -5.07 -5.07 -5.07 -5.07 -5.07 -10.47 -1.30 -2.44 -18.16 -18.16 

Netherlands -1.53 -8.70 -9.31 -4.10 -4.54 -1.70 -2.46 -5.46 -10.01 -4.00 -3.02 0.85 0.81 

Portugal -1.58 0.28 -5.13 -1.56 -12.95 -11.86 -13.65 -26.57 -9.34 -5.51 0.20 -14.94 0.51 

Sweden 0.53 -11.08 -4.43 -10.36 -3.87 -1.48 -1.48 -1.48 -3.49 -2.18 -2.80 3.25 0.34 

United Kingdom -3.36 -14.57 -10.35 -10.13 -19.59 -6.54 -10.96 -7.74 -7.85 -6.50 -2.68 -1.61 -0.25 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.4A 

Strongest sectoral labour productivity (hours worked based) reactions  

to the crisis of the 1970s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria 2.79 -3.05 0.28 -1.57 0.30 0.06 0.33 0.36 -0.08 -3.93 -2.39 -0.23 -1.28 

Belgium 0.30 -14.72 -14.59 -5.43 -7.38 1.53 1.07 -12.36 1.33 -2.11 -8.94 -8.22 2.69 

Germany 2.99 0.28 -1.72 1.19 0.61 2.98 -3.03 -1.43 -2.69 1.55 -1.21 -1.44 1.24 

Denmark 0.56 2.96 -6.75 -10.51 2.55 1.00 0.33 -27.05 -1.44 -2.46 -8.96 -6.76 -0.87 

Spain 1.03 2.06 3.01 -3.01 -9.32 -2.51 -2.49 -4.41 -4.45 0.00 -0.65 -3.11 -2.11 

Finland 1.92 2.05 -14.77 -5.21 -0.60 -4.27 -1.68 -13.70 0.97 -3.79 -8.82 1.74 -3.66 

France 1.21 -4.14 -4.54 -0.19 -6.65 4.44 -12.62 0.32 -0.52 1.17 0.65 -12.36 -1.04 

Greece -2.88 -3.23 -5.72 -2.00 -11.35 -4.68 -4.68 -4.68 -33.48 -3.41 -3.41 0.44 0.44 

Ireland 0.37 -14.59 -4.64 -4.65 -3.37 -2.81 -2.81 -2.78 -5.39 -9.93 -4.64 -4.98 -4.96 

Italy -2.27 -5.10 5.06 -9.40 -7.40 -0.82 -15.90 -21.70 -0.41 -4.46 -3.54 -10.80 -1.11 

Luxembourg 0.66 -32.52 -32.52 -32.52 -32.52 -32.52 -32.52 -32.52 -9.66 0.99 0.99 -0.50 -0.50 

Netherlands 3.22 4.63 -8.52 1.74 -1.41 0.52 -0.12 0.09 -1.69 2.18 2.81 0.89 0.20 

Portugal -10.16 -12.51 -13.88 -13.07 -12.51 -12.51 -12.51 -12.51 -14.96 -15.00 -6.78 -1.63 -9.01 

Sweden -1.79 -1.17 1.38 -1.36 -3.87 -3.58 -3.58 -3.58 -3.51 -3.03 -8.58 -13.20 -13.20 

United Kingdom -6.42 -9.38 -4.91 -11.10 -8.89 -1.70 -1.72 -5.92 -7.27 -12.09 -10.37 -3.78 -9.45 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.4B 

Strongest sectoral labour productivity (hours worked based) reactions  

to the crisis of the 1980s: EU-15 member countries 

 Total CB CE C CH CICJ CK28 CL29 F G I K LMN 

Austria 0.56 -0.35 -1.68 -3.16 -6.32 -2.33 -10.50 -6.99 -4.44 -5.91 -1.03 -5.59 -8.43 

Belgium 1.15 -3.53 5.72 -2.42 -2.10 -2.18 -8.32 -2.94 -3.78 -2.33 -2.22 -14.53 -8.09 

Germany 0.80 -0.63 -4.55 -1.23 -1.00 0.74 -3.63 -6.75 -3.34 -3.16 -6.04 -1.65 0.20 

Denmark -0.75 -9.55 -10.32 -2.68 -8.80 -0.14 -11.35 -29.76 -0.97 -1.06 -9.28 -6.74 -5.94 

Spain -2.28 -2.62 1.37 3.79 -2.00 1.93 3.98 -5.98 -17.48 -10.95 -9.76 -5.19 -10.51 

Finland -0.26 -1.95 1.38 -2.35 2.74 4.46 -4.53 -3.71 -3.72 -1.10 -2.54 -3.07 -3.56 

France 1.93 -1.60 8.77 -5.13 -16.31 -3.91 4.55 -3.84 0.36 1.65 -7.01 1.06 -0.66 

Greece -3.98 -5.44 -9.43 -4.12 -6.43 -19.78 -19.78 -19.78 -15.89 -16.12 -16.12 -7.60 -7.60 

Ireland -0.88 -8.04 -8.40 -7.52 -3.54 -1.12 2.29 -15.03 -8.42 -7.74 -7.08 -8.71 -8.75 

Italy -0.36 -0.78 6.68 -3.90 -0.65 3.51 -10.47 1.57 -1.11 -5.68 -10.40 -12.76 -34.75 

Luxembourg -4.37 -5.77 -5.77 -5.77 -5.77 -5.77 -5.77 -5.77 -10.47 -1.30 -2.44 -18.93 -18.86 

Netherlands 0.08 -2.08 -10.43 -1.81 -3.88 -2.31 -0.06 0.34 -10.96 -1.35 -2.63 -0.71 -11.06 

Portugal 0.82 0.93 -7.17 -1.62 -9.20 -8.99 -14.00 -21.05 -2.32 -2.64 -8.91 -15.10 -3.19 

Sweden 0.38 -3.27 -2.96 -6.16 -1.58 1.17 1.17 1.17 -3.28 -1.56 -6.99 -2.74 -4.95 

United Kingdom -2.07 -3.99 -4.68 -2.86 -11.45 -0.58 -2.91 1.70 -4.85 -7.47 -5.46 -8.02 -2.29 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.4C 

Strongest sectoral labour productivity (hours worked based) reactions  

to the crisis of the 1990s: EU-15 member countries 

 Total CB CE C CH CICJ CK28 CL29 F G I K LMN 

Austria 0.64 -3.05 -2.72 -3.36 -4.02 1.95 -2.04 -3.43 -0.30 -0.80 -1.62 -3.86 -12.03 

Belgium 0.16 1.60 0.58 -2.82 -4.34 -5.95 -5.40 -7.73 -1.48 -1.46 -8.92 -5.96 -4.55 

Germany 0.76 0.58 -0.68 0.55 -0.83 -5.44 -0.52 -8.43 -3.72 -2.69 -6.20 -1.37 -2.97 

Denmark -0.95 -3.54 -3.08 -12.97 -13.55 -4.52 -11.35 -17.33 -10.96 -4.68 -10.80 -5.35 -6.74 

Spain -0.94 -4.61 -2.72 -6.24 -13.12 -4.52 -3.57 -7.49 -5.05 -0.04 -2.60 -7.93 -4.54 

Finland 0.34 -12.46 -5.80 -3.87 -4.42 -13.49 -15.77 -4.90 -5.52 -6.79 -9.82 -6.47 -5.21 

France 0.41 -1.33 -3.58 2.02 -3.11 -3.42 -4.49 -7.49 -1.97 -4.22 -5.18 -2.04 -1.64 

Greece -2.36 -10.07 -3.44 -7.20 -3.94 -40.73 -40.73 -40.73 -7.40 -19.90 -19.90 -9.62 -14.33 

Ireland -5.56 -6.71 -0.32 -12.09 -10.47 -9.00 -7.81 -6.65 -10.29 -19.71 -15.85 -13.62 -29.27 

Italy -0.72 -2.58 -2.64 -0.08 -3.20 -3.10 -4.68 -10.38 -5.08 -2.48 -3.77 -3.45 -7.23 

Luxembourg -1.06 -49.84 -22.36 -8.20 -1.44 -36.88 -11.96 -41.22 -10.68 -4.55 -8.47 -5.79 -16.00 

Netherlands -1.14 -6.08 -2.80 -4.35 -0.77 -6.51 -5.06 -4.29 -4.90 -2.35 -5.72 -2.20 -3.56 

Portugal 0.33 -2.08 -18.89 -2.77 -6.51 -6.33 -7.41 -6.44 -2.77 0.15 -5.91 -24.45 -12.67 

Sweden 1.29 -3.36 -10.36 -6.44 -6.04 -2.21 -2.21 -2.21 -3.06 1.59 -8.71 -6.35 -3.06 

United Kingdom 1.29 -3.08 -2.11 -1.27 -0.74 -0.61 -2.56 -7.78 -3.46 -3.03 -5.37 -0.04 0.13 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.5A 

Strongest sectoral labour productivity (employment based) reactions  

to the crisis of the 1970s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -0.42 -3.82 1.06 -3.83 -5.15 -0.42 -3.83 1.98 -2.96 -6.37 -2.59 -3.52 -2.27 

Belgium -2.14 -16.22 -15.12 -6.29 -7.98 1.52 1.01 -12.56 -0.89 -2.09 -8.79 -8.64 2.58 

Germany 1.06 -0.91 -6.56 -1.51 1.26 1.28 -2.30 -7.50 -2.93 -0.21 -1.57 -3.18 -0.55 

Denmark -0.36 0.46 -7.06 -8.16 1.03 -0.74 -0.55 -26.01 -5.20 -3.54 -10.56 -5.62 -2.39 

Spain 1.07 2.03 3.07 -2.98 -9.24 -2.47 -2.49 -4.42 -4.45 -0.01 -0.64 -3.11 -2.19 

Finland 0.93 -0.27 -15.06 -4.76 -2.68 -2.99 -2.91 -17.48 0.93 -4.23 -11.35 1.32 -2.38 

France -0.82 0.07 -7.37 -1.39 -9.46 4.93 -15.40 -2.72 -3.08 0.18 0.08 -13.33 -1.43 

Greece -2.81 -3.23 -5.72 -2.00 -11.35 -4.68 -4.68 -4.68 -33.48 -3.41 -3.41 0.44 0.44 

Ireland -0.21 -16.21 -5.07 -5.07 -3.79 -3.23 -3.23 -3.23 -7.04 -10.39 -6.00 -5.44 -5.44 

Italy -2.41 -4.55 4.78 -9.57 -7.87 -3.93 -19.72 -26.95 0.01 -4.97 -3.37 -10.56 -0.72 

Luxembourg 0.57 -29.72 -29.72 -29.72 -29.72 -29.72 -29.72 -29.72 -3.84 -2.35 -2.35 -4.11 -4.11 

Netherlands 1.29 0.90 -9.43 -2.66 -4.79 -0.53 -3.95 -0.87 -4.17 0.72 0.12 0.05 -4.64 

Portugal -9.64 -12.51 -14.30 -13.07 -12.51 -12.51 -12.51 -12.51 -14.96 -15.00 -6.78 -1.63 -9.67 

Sweden -1.95 -1.17 1.38 -1.35 -3.75 -3.58 -3.58 -3.58 -3.51 -3.03 -8.58 -13.20 -13.20 

United Kingdom -1.52 -3.66 -4.33 -7.28 -7.07 -2.91 -1.50 -4.30 -7.18 -4.64 -2.21 -1.85 -0.54 

Source: EU KLEMS (release November 2009), own calculations. 

 

 

Table A3.4.5B 

Strongest sectoral labour productivity (employment based) reactions  

to the crisis of the 1980s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria -0.34 -0.76 1.10 -4.20 -4.81 1.25 -11.95 -5.52 -3.65 -6.15 -1.96 -5.31 -7.33 

Belgium 0.93 -4.24 3.36 -2.53 -3.24 -2.56 -8.78 -3.65 -8.41 -2.90 -2.73 -15.37 -6.53 

Germany -0.27 -2.02 -4.62 -2.91 -2.69 -1.78 -5.82 -5.84 -2.57 -3.61 -8.24 -2.12 -0.88 

Denmark 0.42 -9.00 -9.85 -3.27 -9.24 -0.11 -9.99 -33.11 -2.97 -0.54 -9.93 -7.85 -4.94 

Spain -0.48 0.72 -1.59 2.55 0.29 1.97 0.39 -6.51 -14.16 -9.11 -9.59 -4.88 -8.97 

Finland 0.03 -3.03 -0.03 -2.68 3.00 5.30 -4.62 -4.31 -4.60 -0.81 -2.99 0.33 -3.97 

France 1.49 -1.12 8.69 -6.13 -14.69 -3.76 3.64 -4.82 0.22 1.37 -7.31 1.00 -1.39 

Greece -3.98 -5.44 -9.43 -4.12 -6.43 -19.78 -19.78 -19.78 -15.89 -16.12 -16.12 -7.60 -7.60 

Ireland 0.60 -6.41 -7.66 -9.36 -5.00 -2.97 0.46 -14.82 -8.21 -7.52 -6.84 -9.11 -9.11 

Italy 0.26 -0.35 6.06 -2.70 -1.52 2.81 -11.57 1.09 -0.88 -4.70 -10.63 -13.11 -9.23 

Luxembourg -4.44 -2.52 -2.52 -2.52 -2.52 -2.52 -2.52 -2.52 -6.70 -2.84 -2.84 -20.34 -20.34 

Netherlands -0.24 -3.53 -11.89 -2.03 -5.03 -2.14 -0.31 0.60 -0.75 -2.24 -4.51 -0.67 -15.68 

Portugal -0.01 0.15 -7.97 -2.41 -9.95 -9.75 -14.81 -21.79 -3.05 -3.40 -9.81 -15.88 -4.00 

Sweden 0.32 -3.77 -2.63 -5.81 -1.18 0.88 0.88 0.88 -2.63 -1.74 -4.42 -2.74 -14.87 

United Kingdom -3.13 -4.28 -6.42 -4.57 -13.77 -1.17 -5.32 -0.69 -6.97 -7.79 -5.92 -6.04 -2.10 

Source: EU KLEMS (release November 2009), own calculations. 
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Table A3.4.5C 

Strongest sectoral labour productivity (employment based) reactions  

to the crisis of the 1990s: EU-15 member countries 

 Total CB CE CG CH CI+CJ CK28 CL29 F G I K LMN 

Austria 0.76 -3.67 -0.64 -4.94 -2.32 2.54 -0.39 -1.62 -2.56 -2.07 -3.61 -3.33 -11.52 

Belgium -0.54 0.84 -0.67 -3.94 -4.56 -5.37 -8.23 -6.58 -3.60 -1.21 -9.46 -6.18 -3.90 

Germany 0.39 -2.81 1.27 -0.13 0.40 -5.10 -2.80 -13.75 -5.74 -3.22 -6.15 -1.89 -4.36 

Denmark 0.15 -3.41 -2.55 -11.32 -8.50 -4.30 -11.94 -17.29 -10.82 -2.90 -10.88 -8.60 -4.64 

Spain -0.12 -3.95 -0.22 -2.85 -12.57 -4.27 -2.07 -8.45 -4.17 1.05 -3.15 -7.09 -5.40 

Finland -0.86 -11.26 -5.87 -3.47 -3.27 -14.05 -20.31 -4.89 -6.61 -6.02 -7.50 -2.79 -4.21 

France 0.33 -2.12 -4.36 1.83 -2.70 -2.70 -3.61 -9.02 -2.00 -3.86 -6.02 -3.02 -2.50 

Greece -2.36 -10.07 -3.44 -7.20 -2.92 -40.73 -40.73 -40.73 -7.40 -19.90 -19.90 -9.62 -14.75 

Ireland 0.34 -5.93 -1.36 -7.05 -10.31 -7.90 -7.44 -6.17 -9.34 -15.66 -8.62 -13.05 -28.21 

Italy -0.43 -2.81 -1.66 -1.10 -1.91 -2.74 -3.20 -10.05 -3.30 -1.39 -4.33 -4.18 -6.28 

Luxembourg -1.22 -49.84 -22.36 -7.07 -1.35 -36.88 -11.96 -41.22 -10.68 -4.54 -8.47 -5.79 -11.04 

Netherlands 0.03 -3.42 -2.72 -3.65 -0.01 -4.86 -5.69 -1.52 -3.13 -2.84 -8.80 -1.60 -2.62 

Portugal 0.10 -2.56 -19.36 -6.78 -7.87 -10.37 -7.89 -6.91 -4.02 -1.45 -7.21 -24.67 -13.39 

Sweden 0.68 -2.24 -9.41 -5.96 -4.31 -2.45 -2.45 -3.13 -1.91 1.95 -4.06 -5.80 -3.79 

United Kingdom 1.22 -3.76 -2.47 -1.34 -1.29 -1.12 -4.88 -7.72 -3.21 -2.00 -5.68 1.73 -1.11 

Source: EU KLEMS (release November 2009), own calculations. 
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Study on Monitoring sectoral employment: Case studies  

Germany39 

Introduction 

Germany was hit by the economic recession in 2009 harder than the average EU-country. The 
country experienced a decline in real GDP of 5.1%, well below the EU-27 decline of 4.3% but 
has since experienced a strong recovery, which was already underway by the end of 2009, 
GDP increasing by 3.1% in 2010. As a surprise to many observers, employment remained al-
most unchanged throughout the crisis. It declined in two quarters of 2009 alone with a maximum 
reduction of 0.3% in the third quarter of 2009. Since the second quarter of 2010 Germany has 
experienced a steady quarterly increase in employment, averaging 0.4% and employment has 
risen to the highest level since reunification in 1990.  
In the second quarter of 2011, however, the recovery seems to have slowed down and in 2012 
the average of forecasts sees growth fall to only 1%

40
. A recent fall consumer (ZEW-indicator) 

and producer (IFO-indicator) confidence according to surveys is seen as first indications that the 
upswing might come to an end. The increase in employment has slowed recently, but labour 
market conditions are still favourable. The unemployment rate dropped in September to 6.1% 
on a seasonally adjusted basis, and the employment rate

41
 increased to 77.6% in the first quar-

ter of 2011.  
The economic crisis reduced labour-productivity sharply by 2.3% in fourth quarter of 2008 and 
by 4.1% in the first quarter of 2009. In the following quarters, labour productivity has recovered 
but is still below its pre-crisis level suggesting that a reduction of working-hours was an im-
portant measure used to sustain jobs during the crisis. Surprisingly, even productivity measured 
in terms of working hours declined for the first time in a recession in Germany since the 1970s. 
Companies in Germany decided for the most part to keep their labour force throughout the crisis 
which was supported by generous short-time working arrangements provided by the Federal 
employment agency. In 2010, there were over 300,000 employees in Germany participating in 
these arrangements. Recently, this number dropped to slightly below 16,000, only a little above 
the long-term non-recession average.  
Even though economic conditions now look favourable for Germany, there seem to be risks 
ahead which could lead to a sharp downswing in the business cycle

42
. The recovery is based on 

two pillars, a revival of export demand especially from emerging countries and stable consumer 
demand. Both pillars seem to be under threat as the financial-debt crisis in the Eurozone widens 
and as the US economy seems to be facing a double-dip recession. Already in late 2009, labour 
market economists argued that companies in Germany were not able to maintain their labour 
force much longer due to the substantial costs they had to bear in keeping their work force intact 
during the first two quarters of 2009

43
. As a second threat, the financial resources of the federal 

employment agency in Germany for granting short-term-worker schemes seem to be limited. A 
double-dip recession is, therefore, the biggest threat for the German labour market in the up-
coming two years. 
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The effects of the financial and economic crises on the sectors of the economy 

The financial and economic crisis hit Germany mainly through a rapid fall in foreign demand for 
German investment goods. In 2009, Germany exported goods worth EUR 808 billion, an 18% 
decline compared to 2008. The main exports of Germany are machinery, cars and automotive 
parts. The strongest decline was in exports to the US, followed by those to Western European 
countries. The only country to which exports increased was China. In the face of these prob-
lems, exporting firms had to decide whether or not to lay off workers. 
The transmission of the crisis to the labour market can be seen after the second quarter of 
2008, when the number of redundancies increased sharply from an historical low. The German 
economy abruptly went into recession after an economic boom in the mid of the 2000s. Never-
theless, the labour market reaction seems modest compared to the developments seen in other 
European countries. Redundancies rose sharply, but in the second quarter of 2009, they began 
to decline significantly whereas in countries most affected like Ireland, redundancies remained 
at an historical high level for a longer period of time. In non-export sectors, the rise in redundan-
cies was much smaller, if it occurred at all. This indicates that there was no big transmission of 
the shock of the decline in exports to domestic industry. 
 

Figure 1: Redundancies in selected sectors compared to December 2007 

 

Source: Federal employment agency, statistics. 
 
Firms in the four sectors basic metals, electronics, machinery and motor vehicles reduced 
employment more than firms in other sectors. This is reflected in large increases in 
redundancies compared to December 2007 (Figure 1). Redundancies in the motor vehicles 
industry increased from 2800 in January 2008 to 7100 in January 2009, a rise of more than 2.5 
times. In machinery, redundancies increased in January by 4200 or twice the number in 2008 
and peaked in June 2009 at 8600 a month. Firms in these sectors are mainly export-oriented. 
As many studies point out, German export companies are more productive than those selling to 
the domestic market and pay higher wages (Felbermayr et.al. 2011)

44
. The higher skill levels of 

the work force that this implies might explain the labour hoarding evident in 2009. 

Policy measures to maintain employment levels 

In November 2008 and January 2009 the Government agreed on an economic stimulus pack-
age which included an increase in public investment, tax and duty reductions and an increase in 
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public-backed credit for small and medium sized enterprises. The stimulus was intended to in-
crease public investment and private consumption and to help in particular those sectors most 
hit by the financial market crisis like motor vehicles and machinery and equipment. Neverthe-
less, critics argue that an increase in public infrastructure investment benefits construction most 
of all and the impact can be delayed by long planning approval procedures. Furthermore, tax 
and duty reductions were possibly too small and primarily benefited service sectors and not the 
sectors hit by the crisis.  

Short-time working arrangements 

The extension of short-time working arrangement was seen to favour the sectors in crisis. Al-
ready by the second half of 2008, the Federal employment agency had experienced a tremen-
dous increase in applications for short-time working arrangements. As can be seen in Figure 2 
the sectors most hit by the crisis were the ones with the highest number of applications for 
short-time working arrangements. (To be eligible for these, firms have to make an application at 
the federal employment agency.)  
In the fourth quarter of 2008, applications increased sharply until they reached a peak in the first 
quarter of 2009. Thereafter, applications dropped sharply. Since applications are made by firms 
for a significant share of their workforce, the number of workers in short-time working arrange-
ments is much higher than the number of applications. The sectors, in general, reacted very 
similarly to the crisis, except for the construction industry which has a seasonal component in 
the application for short-term working arrangements

45
. The four sectors most affected, basic 

metals, electronics, machinery and equipment and motor vehicles, showed a very similar re-
sponse, though the electronics industry lagged behind the other three sectors and the applica-
tions made by the motor vehicles industry outnumbered the others.  
 
Figure 2: Applications for short-time working arrangements in selected sectors 

 
Source: Federal employment agency, statistics. 
 
Short-time working arrangements are a well-known measure in Germany for smoothing the 
effects of the business cycle. They go back to 1910 and were implemented under the labour-law 
of the Federal Republic of Germany in 1957 to cope with weather-related fluctuations in orders 
especially in construction. The law was intended to help the companies affected to maintain 
their work force even if they experienced a drop-off in orders. Today, there exist three different 
kinds of short-time working arrangements: the first is intended to help firms contend with a sea-
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sonally-related fall in orders (Saison-Kurzarbeitergeld), the second helps companies to cope 
with restructuring (Transfer-Kurzarbeitergeld) and the third helps firms during an economic 
downswing (Konjunktur-Kurzarbeitergeld). In June 2009, more than 1.4 million employees were 
supported by business-cycle-related short-time working arrangement.  
Figure 3: Workers in short-time working arrange-

ments  
Source: Federal employment agency, statistics. 
 
The sharpest increase was in the first and second quarters of 2009 when the number supported 
rose by 969,000. The regions affected by the crisis were particularly in the South-West of Ger-
many, reflecting its transmission through export demand. The sectors heavily affected were, 
therefore, in general, exporting industries. For example, in the basic metals industry more than a 
third of employees were covered by short-time working arrangements. 
 
Figure 4: Workers in short-time working schemes by most affected sector 

 
Source: Federal employment agency, statistics. 
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Each worker covered by the arrangements receives 60% of the net wages they would have 
received for the time spent not working. If they have a child receiving child allowance in the 
household, they receive 67% of the foregone wages concerned. In general, the employer apply-
ing for the scheme has to pay 50% of the social security contributions involved a minimum of 
30% of all employees have to participate in the arrangement and to reduce their working time by 
at least 10%. At the peak of the financial market crisis, several of these restrictions were ex-
posed. By law, short-time working arrangements are restricted to a maximum duration of 6 
months. However, during a serious economic downturn the duration can be prolonged to up to 
24 months, which was done in 2009. In 2010, the government reduced the maximum duration to 
first 18 months and in 2011 to 12 months. In 2012 it is expected that the duration will be re-
duced to 6 months again. In practice, due to the high costs, firms are not expected to use short-
time working arrangements for more than 12 months. 
In addition to the extension of the duration of short-time working arrangements, the law was 
widened, so that training could be included as a part of the arrangement. As a result, companies 
could reduce working time to zero and were not obliged to cover 50% of the social-security con-
tributions if they agreed to train workers during the time they were not working. Moreover, the 
rule for a minimum participation of a third of the workforce did not apply in this case. In the mid-
dle of the financial market crisis, firms made use of this new possibility and nearly 18.000 work-
ers were trained during short-time working periods. 
 

Figure 5: Worker getting qualified during short-time work 

 
Source: Federal employment agency, statistics. 

Increases in public investment 

As part of the economic stimulus measures, the government increased public spending. Invest-
ment in the improvement of railways and roads, especially to reduce noise pollution and to 
speed-up projects with a high national priority (e.g. the railway line from Munich to Berlin), was 
increased by EUR 2 billion. The programme to increase the energy-efficiency of public buildings 
was increased by EUR 0.2 billion and EUR 0.3 billion was spent on aid to local economies in 
rural areas. In the second stimulus package, the fund was increased to EUR 17.33. 
Investment in public infrastructure is seen mainly to affect construction. In most cases, it was 
hard to find projects which either could be implemented very quickly or where it was possible to 
increase the volume of investment by large amounts. In general, planning procedures are 
lengthy and major infrastructure project can easily have a planning horizon of a decade. The 
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railway line between Berlin and Munich, which started in 2000, was one of the few projects 
where an increase in funds could speed-up the process. 
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Reduction of tax and dues 

In 2008 and 2009, the government introduced a variety of tax reductions to increase consump-
tion. The basic tax-free allowance was increased twice by EUR 170 and the initial tax rate was 
reduced by 1 percentage point (costing EUR 9 billion

46
). Those in receipt of child allowances got 

an additional EUR 100 (at a cost of EUR 1.58 billion) which was then increased by EUR 10. The 
health care component of social security contributions was reduced by 0.6 of a percentage point 
and contributions to unemployment insurance were lowered by 0.3 of a percentage point (at a 
cost of EUR 16.7 billion). As part of the tax relief, health insurance contributions became eligible 
for tax deductions (costing EUR 7.82 billion) and the maximum limit of the cost of services in 
private homes eligible for tax deduction was increased (at a cost of EUR 0.9 billion). To help 
small and medium sized enterprises, the depreciation on investment goods was allowed to be 
accelerated (costing EUR 8.27 billion). Additionally, to help the automotive industry, a car 
scrappage scheme was introduced to increase car sales (at a cost of EUR 1.5 billion) and the 
car tax was exempted for cars bought in 2009 (costing EUR 0.57 billion). 
The sectoral effect of reductions in taxes and duties is hard to predict since the size of the re-
duction was small and the spending of households spread widely over goods and services, but 
it seems to reasonable to assume that service sectors benefitted the most.  

Credit-schemes for companies to maintain employment  

In 2008-2009, a big threat to domestic industry, dominated by SMEs was seen to be a credit 
crunch forcing firms out of business. A reason for this is that in the banking system in Germany, 
a large proportion of credits to SMEs is provided by state owned banks, which were most af-
fected by the financial market crisis. The state-owned KFW bank, itself under threat because of 
the purchase of the troubled IKB bank, guarantees up to 80% of credits issued by private banks 
to companies (EUR 12 billion). SMEs under threat by not being able to renew credits are eligible 
for a state guarantee of up to EUR 100 million (costing EUR 3 billion).  

PES services during the crisis 

The use of the public employment services (PES) remained roughly unchanged during the fi-
nancial market crisis but declined sharply during and after the first quarter of 2010 (Figure 6). 
This development reflects, on the one hand, the favourable labour market conditions in Germa-
ny were employment is at an historical high. On the other hand, there might have been a reduc-
tion in services needed as a result of the increased spending of the federal employment agency 
during the crisis and the reduction in unemployment insurance contributions. 
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Figure 6: PES services during financial market crises 

 
Source: Federal employment agency, statistics. 
Two kinds of services were subject to legislative changes or government intervention during the 
financial market crisis. First, training measures during short-time working arrangement were 
established, which was one of the biggest changes in such arrangements. In October 2009, 
more than 16.000 workers received training during their reduced working time (Figure 5).  
The second scheme to be noted is those intended to activate and increase the employability of 
workers laid-off. The target group for most services provided by the Federal employment agen-
cy has changed in recent years, due to the 2005 labour-market-reform-law, from short-term to 
long-term unemployed and those socially deprived. The 2007-2008 boom reduced unemploy-
ment sharply and increased the level of employment. Because of the impending recession and 
a sharp rise in redundancies in some sectors, a change in policy was thought to be needed. The 
government obliged the Federal employment agency to increase training measures for the un-
employed and those at risk of becoming unemployed during the crisis, which involved an in-
crease of expenditure of EUR 1.97 billion. A programme for increasing the employability of low-
qualified and older recently laid-off workers was also increased (costing EUR 0.4 billion) and 
temporary agency workers laid-off became eligible for additional training measures.  
Five services we used most extensively during the crisis: those to activate and integrate people 
into employment, those for improving further training, labour market integration allowances, dual 
pay schemes and services to improve career guidance to young workers and school leavers. 
New measures, such as services for labour market integration, saw a sharp increase in the first 
quarter of 2008 and a sharp decline from the beginning of 2010. Some of these services might 
have been classified under other categories before the crisis, so that the actual increase might 
have been smaller.  
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Figure 7: Selection of PES-services most affected by the crises 

 
Source: Federal employment agency, statistics. 

Actions taken by employers and trade unions to maintain employment 

In some sectors of the economy, the operational details of short-time working arrangements are 
included in collective bargaining agreements between unions and employers. The application of 
these arrangements during the financial market crisis was eased in the metals industry in par-
ticular. As part of these, employers and unions agreed on a reduction in the minimum time for 
applications of one day and the introduction of two new methods to pay benefits to short-time 
workers. Additionally, the introduction of an opening clause in the arrangements made it possi-
ble to train workers during their free hours to accompany the actions taken by the Government. 
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Bargaining policy in 2009 

In most sectors, there was no special crisis agreement, but wage increases were modest. Near-
ly all wage agreements in 2009 involved increases in wages by less than 2%. This was signifi-
cant lower than the corresponding increase in 2008. In addition, opening clauses for firms not 
able to conform with collective agreements were widely applied, especially in exporting indus-
tries. Under this opening clause it is possible for firms under threat to make special agreements 
with their works council and pay wages below the level included in the general agreement.  
In all agreements signed in 2008 and 2009, the maintenance of employment was a big issue 
and provisions were included to counter uncertainty by single one-off payments, which do not 
permanently increase wages. A worsening of the situation is still seen as possible. In North 
Rhine-Westphalia, a centre of German industry, employers and unions in the metal industry 
signed a 12-month employment protection agreement for employees which included an addi-
tional hourly wage cut from 35 to 28 working hours as well as a reduction in Christmas and Hol-
iday allowances depending on actual working time.  

Actions on the firm level to maintain employment  

At the firm level, agreements between employers and works councils have led to a variety of 
measures to maintain employment. In companies with financial difficulties, the increase in wag-
es agreed under centralised bargaining is postponed or suspended. In companies participating 
in short-time worker schemes, the works councils have agreed with employers on reducing 
working hours, the time schedule involved and a bonus payments programme to reduce the 
income loss of employees. Additionally, agreements at firm level have included protection for 
workers during the application of short-time working arrangements. Short-time working schemes 
have usually had a negative effect on workers hired out  since agreements at the firm level rule 
out the use of this service during the period when such schemes are applied. 

Employment prospects in the 12 selected sectors 

The employment prospects for the 12 selected sectors are in line with long-term trends. There 
has been a structural reduction in employment in manufacturing and agriculture in Germany and 
in increase in services for several decades. In textiles, machinery and equipment and other 
manufacturing industries, employment has been reduced over the past 10 years and these sec-
tors are those most vulnerable to further job losses. In contrast, employment in real estate and 
business activities, accommodation and food services as well as public and other services in-
creased throughout the past 10 years. It is expected in the future that employment will decline in 
manufacturing but at a reduced rate compared to the early 2000s. 
In the period 2000 to 2005, construction was the sector which suffered most from the end of a 
house-building boom which occurred after reunification. To maintain competitiveness, most 
firms reduced costs by subcontracting to small companies. However, employment in the indus-
try could increase in the period after and especially in the longer term. In nearly all manufactur-
ing industries, the number employed has declined, reflecting to some extent technological and 
structural change as well as outsourcing to service sectors. The labour shed was absorbed by 
services where jobs increased throughout the last decade and are expected to continue to do 
so. Public and other services, instead, are expected to reach a peak in employment in the 2010 
to 2015 period, and public administration has already experienced a reduction in employment 
throughout the past decade.  
Employment prospects in Germany, accordingly, depend to a large extend on services, which is 
also the case in other industrialised countries.  
The increase in employment in services might alter forms of employment as well as the demand 
for skills. In the distributive trade and hotels and restaurants especially, part-time work is in-
creasing. Additionally, temporary-agency work is gaining importance and could experience a 
continuing increase in employment.  
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Table 1 Changes in employment by sector, actual and forecast, 2000-2020 

  2000-2005 2005-2010 2010-2015 2015-2020 

Agriculture, forestry and fishing -83,000 -4,000 -95,139 -56,483 

Mining and quarrying -38,000 -23,535 -12,150 -7,739 

Manufacturing other -299,769 -117,633 -98,488 -26,462 

Textiles -82,000 -6,570 -26,796 -19,839 

Chemicals (excl. Pharmaceuticals) -40,231 -49,224 12,249 -5,797 

Rubber and plastics, etc. -21,000 -15,099 42,486 -1,031 

Basic metals, etc. -13,000 -21,444 21,461 -10,800 

Electronics, etc. -78,000 125,003 -33,040 -22,655 

Machinery and equipment -55,000 -43,279 -41,882 -21,519 

Motor vehicles -5,000 -74,753 32,611 34,219 

Electricity, gas, steam, water, etc. -8,000 -3,464 3,228 -4,283 

Construction -590,000 53,000 -37,842 87,636 

Wholesale and retail trade -180,000 30,423 193,132 127,072 

Transportation and storage; communication -14,000 127,531 -63,786 -32,557 

Accommodation and food service activities 146,000 144,046 53,595 56,302 

Financial and insurance activities -36,000 -100,855 -21,985 -15,756 

Real estate and business activities 597,000 847,856 183,393 188,644 

Public and other services 491,000 787,000 652,294 -194,146 

Source: Ernst and Young Economic Eye 

Projections of skill needs 

The biggest proportionate increase in employment could occur in the armed forces, where in 
2011, compulsory military service was abolished leaving a big demand for professional soldiers. 
Public administration in Germany has continuously reduced staff during the past decade due to 
privatisation and increased efficiency in the provision of public services. This process is project-
ed to continue with the result that the demand for clerks and office workers has declined over 
the period up to 2011. The demand for agricultural and fishery workers is projected to fall fur-
ther. After reunification, a process began where big farms in the east squeezed small farms in 
the west out of the market. Technological progress reduced the number of workers needed to 
maintain production especially in big farms resulting in a continuing decline in demand for agri-
cultural workers. The demand for craft and related trades workers has also fallen over the past 
decades and this tendency seems likely to continue further. The occupations concerned have a 
strong place in the dual education system in Germany, where students not only learn in class-
rooms but also undertake training in firms. However, the decline in employment is stronger than 
the decline in apprenticeship places.  
 

Table 2: Projection of skills needed, % change 2010-2020 

  2010-2020 

Armed forces 17,75% 

Legislators, senior officials and managers -1,35% 

Professionals 5,90% 

Technicians and associate professionals 2,79% 

Clerks -2,75% 

Service workers and shop and market sales workers 5,74% 

Skilled agricultural and fishery workers -4,34% 

Craft and related trades workers -3,30% 

Plant and machine operators and assemblers 2,14% 

Elementary occupations 3,66% 

All occupations 1,89% 
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Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 
The strongest increase in employment is projected to be among professionals, service workers 
and market sales workers. The increase in demand for professionals as well as technicians is 
widely discussed in Germany and addressed by the OECD in their latest education report on 
Germany. It is feared that the German education system might not be able to meet the demand 
for professionals, given that the share of working population with university degrees is small. 

Concluding remarks 

The German economy was hit exceptionally hard by an abrupt economic downturn following the 
global financial market crisis which initially affected export sectors only. The demand for exports 
declined dramatically and production fell by 18%. The transmission to the labour market was 
limited. In the last quarter of 2008 and the first half of 2009, redundancies increased sharply but 
fell almost as sharply after. It seems that some measures reduced the impact on the German 
labour market. One of the services provided by the Federal employment agency, short-time 
working arrangements, was used extensively, which indicates that firms expected a sharp but 
short-lived decline in export demand which led them to hold on to labour to avoid a rehiring 
costs after the crisis. In the last quarter of 2008 and during 2009 the number of applications for 
short-time working arrangements, therefore, increased, giving firms the possibility of reducing 
costs while maintaining their work forces.  
The Government recognised the sharp increase in applications for short-time working arrange-
ments and introduced measures to ease the restrictions surrounding them. The maximum dura-
tion of short-time working arrangements was extended and it was made possible to accompany 
them by training measures which reduced costs further. The application of short-time working 
arrangements was most prevalent in four sectors: basic metals, electronics, motor vehicles and 
construction, with construction being the only sector applying short-time working arrangements 
even before the financial market crisis hit. In all of these sectors, unionisation is high and em-
ployers have to get approval from the works council to apply for the support.  
Works councils as well as trade unions eased the process of applying for short-time working 
arrangements and the unions remained moderate in negotiating wage increases. Additionally, 
clauses were agreed on, leaving firms the flexibility to postpone wage increases if they were 
under threat.  
Since the automotive industry was heavily affected by the crisis, a car scrappage scheme was 
introduced to increase demand for cars, along with a variety of other measures adding-up to a 
stimulus package. The stimulus package had very different sectoral effects on the economy. 
Investment in public infrastructure helped the construction industry, while a cut in taxes and 
duties primarily helped services. Additionally, some of the measures became effective only after 
the crisis in 2010. Critics have argued that the package did not help much to counter the effects 
of the crisis since the amount involved was small, it affected sectors of the economy not hit by 
the crisis and the impact was delayed due to long planning procedures.  
Nevertheless, the German economy recovered quickly after the crisis, which did not affect the 
labour markets much. It is expected that the structural change which has been on-going for at 
least two decades with jobs being shifted form agriculture and manufacturing to services will 
continue. As a result, the skills needed in the different sectors of the economy will shift along 
with occupations. Skilled manual workers, clerks and agricultural workers are expected to de-
cline in number while service workers, professionals and technicians will face increased de-
mand. Interestingly, the demand for elementary workers is projected to increase, which might be 
related to a shift of demand from skilled to less skilled workers with increasing automation and 
computerisation.  
The financial market crisis seems to have affected the German labour markets only slightly and 
appears to have happened without causing a huge structural change. The firms under threat 
reacted robustly and had the financial resources to maintain their work forces. Nevertheless, the 
euro crisis is a big threat for the German economy, especially for exporters which have started 
to recover from the financial market crisis. The financial constraints on the Government make it 
unlikely that a further recession in the next few years will be accompanied by increased public 
spending. In such a situation, a worsening of the euro crisis might have a strong adverse effect 
on otherwise favourable labour market conditions in Germany. 
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Estonia47 

Introduction 

The Baltic States were those EU countries that were hit hardest by the economic crisis. Similar 
to some EU cohesion countries (Ireland, Spain, Portugal, etc.), the inflow of external funds led 
to booming construction and consumption activity in the pre-crisis years. Hitherto, in Estonia the 
economic slump was not only driven by the collapse of exports and industrial production, but to 
a great extent by the bust in the real estate sector and construction. Between the first quarter of 
2008, when employment was at its peak, and the first quarter of 2010, the number employed fell 
from 654 thousand to 546 thousand, a net loss of jobs of some 107 thousand, or over 16%. 
Although employment rose again in the second half of 2010 and the first half of 2011, when 
economic activity rebounded in Estonia, the overall loss of jobs still accounts to about 10% of 
the pre-crisis level.  
During the crisis the unemployment rate more than quadrupled, escalating from 4% in the se-
cond quarter of 2007 to 19.8% in the first quarter of 2010. Strong, export-driven growth however 
allowed a substantial amelioration within the following one and a half years. Until the second 
quarter of 2011, the rate of unemployment declined to 13.3%. Simultaneously, also the em-
ployment rate, the proportion of working-age population (15-64) in work, rose again after a low 
in the first quarter of 2010 (58.6%). Nevertheless, in the second quarter of 2011 the employment 
rate was with 64.1% still six percentage points lower than in the third quarter of 2008 (70.1%). 
According to forecasts, employment is expected to rise due to the strong economic rebound by 
6% in 2012. However, since Estonia was in the years of 2009 to 2011 also affected by emigra-
tion of idle labour force, stronger economic growth is likely to lead very soon to a shortage of 
skilled employees and to low growth in employment over the medium-term. Moreover GDP 
growth is likely to abate in 2012, so that in the period 2013 to 2015 employment is likely to grow 
by 2% annually. 

The sectoral concentration of jobs losses 

Much of the job loss since the recession first began to affect employment has been concentrat-
ed in construction, which was a major source of job expansion during the growth years. The 
number of employed in the sector fell from a peak of 79 thousand in the second quarter of 2007 
to 35 thousand in the second quarter of 2010, a fall of about 55% and a net loss of jobs of 44 
thousand, or more than 40% of the total net reduction in employment over the period.  
Over the same period, the number employed in manufacturing fell from 138 thousand to 105 
thousand, a reduction of 33 thousand. From its peak level in the first quarter of 2007, employ-
ment in manufacturing had fallen by 24% by the first quarter of 2010. Since economic activity 
rebounded quite strongly in the second half of 2010 and the first half of 2011 employment in 
manufacturing is also expected to grow again, although more gradually in the second half of 
2011 and during 2012. In addition to construction and manufacturing, employment fell strongly 
in the wholesale and retail sector. From end-2008 to the first quarter of 2011 it declined from 
about 100 thousand to 80 thousand, a slump of 20%. 

Changes in employment in the 12 selected sectors 

More detailed data indicate a substantial decline in employment within manufacturing during the 
period of recession in Textiles (though this is part of a long-term downward trend), the Metal 
industry, Chemicals and Rubber, Machinery and Motor vehicles. In Electrical and electronic 
equipment and also Motor vehicles from 2010 to 2011 however, already a substantial rebound 
in employment took place (Table 2). 
They also indicate that in almost all manufacturing sectors productivity levels rose over the 
whole recession period 2007 to 2011, since employment fell stronger than production. While 
output increased already strongly in 2010 to 2011, the creation of new jobs still lagged behind. 
Only in the Metals industry a slight decline of productivity over the whole period could be ob-

                                                           
47 Sebastian Leitner, The Vienna Institute for International Economic Studies – wiiw, Vienna. 
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served. These developments imply that if output growth in manufacturing continues in the com-
ing years, employment expansion is likely to take place. In the Motor vehicles industry and Elec-
trical and electronic equipment a strong rebound of job creation already happened from 2010 to 
2011. 
Table 2 Changes in employment and implied productivity in selected sectors, 2007-2011 

    (% change between the first quarters of each year) 

  Number employed   Implied productivity 

  2007-08 2008-09 2009-10 2010-11   2007-08 2008-09 2009-10 2010-11 

Textiles -8.2 -20.9 -20.3 -2.2   -1.3 23.7 -6.0 17.7 

Chemicals -7.5 -5.4 -13.0 2.8  4.7 42.4 -32.4 5.0 

Rubber, etc 1.2 -23.4 -16.1 -5.5  2.0 0.3 -18.6 25.8 

Metals 1.5 -6.2 -20.6 3.6  8.0 15.6 -16.7 -8.6 

Electronics 0.8 -4.2 -10.6 12.5  13.6 23.8 -7.5 78.1 

Machinery 16.1 -9.0 -24.4 -9.8  -8.2 24.6 -34.4 77.8 

Motor 2.5 -9.8 -21.7 24.9  21.1 29.8 -23.9 75.2 

Construction 7.2 -13.7 -23.7 3.5  19.3 -6.0 -8.1 -2.3 

Distribution 1.7 -3.4 -12.8 -5.4  7.6 -0.7 -9.3 9.0 

Hotels, etc 12.3 -9.0 -13.2 2.5       

Finance 20.3 35.8 -25.6 14.6       

Business  8.3 -7.0 -2.5 7.6           

Note: Figures are based on LFS quarterly data. Figures in italics are based on National accounts data. Data for em-

ployment in Chemicals are too small to be reliable 

Implied productivity is estimated as production at constant prices lagged two quarters divided by the number employed 

(the lag is intended to allow for the time it takes to adjust employment to change in output). For construction, data are 

based on the quarterly national accounts and implied productivity is estimated from constant-price value-added. In this 

case, no lag in the adjustment of employment to output is assumed, since the data suggest that employment adjusts to 

output very quickly. For Distribution, implied productivity is estimated from data on turnover in retaining at constant 

prices. 

Source: Eurostat, Short-term Business statistics except where indicated 

 
In Construction employment was reduced by about a third from 2008 to 2010. Nevertheless, 
output fell even more, so that a considerable ‘overhang’ of productivity exists in the sector. 
Therefore employment growth is likely to remain sluggish in the sector. In Distributive trades 
and Hotels and restaurants, there was also a significant decline in employment (by about 20%) 
during the recession and this continued in the Distributive trades in the year up to the first quar-
ter of 2011, seemingly as the productivity overhang was reduced. 
In Financial services LFS figures suggest a substantial reduction of about 25% in employment 
only from 2009 to 2010. However, over the whole period employment was expanded, which was 
also the case again from 2010 to 2011. Apart from the latter sector also Business services 
seems to have experienced, apart from some decline from 2008 to2010, growth in employment 
also again after 2010. 

Policy measures implemented to maintain employment levels 

Short-time working arrangements 

In Estonia no short-time working arrangements existed before the crisis. Contrary to other Euro-
pean countries, the government also refrained from introducing such a regulation in the course 
of the economic crisis. Thus, in effect, companies and employees may agree on short-time work 
schemes, however, without public financial support. As one can see below short-time work 
seems to have been applied by Estonian companies to a large extent. The measure seems to 
have been used even to a larger extent than in other European countries, which could be ex-
plained by the high pressure on employers and employees that resulted from escalating unem-
ployment figures. 

Changes in working time 
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Data on hours worked provide an insight into the extent to which jobs have been maintained by 
reducing average working time. Since in the case of Estonia no short-time work scheme exists 
as mentioned above, this took place only by general policies of employers. In practice, the re-
duction of average working hours has been much stronger in Estonia compared to many other 
European countries. Over the economy as a whole, average fell by 8.5% from 2007 to 2009 but 
increased again by about 4.5% thereafter (Table 3). 
 
Table 3 Changes in average hours worked by those in employment, 2007-2011 

  (% change between the first quarters of each year) 

  2007-08 2008-09 2009-10 2010-11 

Total economy -2.5 -6.1 2.9 1.7 

Manufacturing -2.1 -7.8 5.3 2.3 

Textiles, etc. -0.2 -4.6 0.5 5.1 

Chemicals -1.7 -6.4 -1.2 8.1 

Rubber, etc -1.1 -3.7 4.6 -1.2 

Metals 1.1 -6.6 4.2 2.1 

Electronics 2.5 -6.0 7.5 8.3 

Machinery -1.7 -7.3 5.9 4.8 

Motor vehicles -0.7 -11.1 16.7 -0.6 

Construction -1.4 -10.9 4.2 1.7 

Source: Eurostat, quarterly national accounts for data on Total economy, Manufacturing and Construction; Eurostat, 

Sort-term Business Statistics for data on other sectors 

 
There were, however, larger reductions in hours worked per person in total Manufacturing and 
Construction. However, in the recent two years the reductions have been followed by increases 
in average working time especially in Electrical and electronic equipment, Motor vehicles and 
the Machinery industries. Thus, in almost all manufacturing sectors average hours worked per 
person have again attained the level of 2007, in some of those it has even been surpassed al-
ready in 2011. 

Active labour market policies 

Before the economic crisis measures of active labour market policies (ALMP) were rarely ap-
plied in Estonia. The expenditure for ALMP’s ranged between 0.03% and 0.05% of GDP, the 
average of the EU-27 ranged between 0.45% and 0.5% of GDP. In 2009 the expenditures were 
raised substantially, also with the help of ESF, however total funds still amounted only to 0.15% 
of GDP in that year. In 2010 expenditures remained nominally at the same level and declined 
gradually in 2011. According to the Unemployment Insurance Fund, fewer than half of the regis-
tered unemployed people are eligible for unemployment insurance benefit. In addition, the 
amount of registered unemployed is 25% lower than unemployment figures according to the 
labour force survey. The increase of the funds for ALMP’s has allowed to widen the services of 
the Public employment service, however due to the strong rise in registered unemployed the 
share of persons participating in active measures has dropped from 10.5% in the first half of 
2009 to 8.4% in 2010. Measures provided by the Public employment service, which were intro-
duced or upgraded in the course of the economic crisis are described in detail below. 

Business start-up support 

In order to support the creation of new jobs, the business start-up system has been further de-
veloped. In 2010, a support package was introduced, whereby the applicant receives training, 
counselling (including follow-up counselling) and, if necessary, professional in-service training. 
The measure is planned to expire not until 2013. Moreover, in 2009, mentor clubs were created 
for entrepreneurs who have received business start-up support.  

Wage subsidy for hiring unemployed people 

One of the main measures to create new jobs is the wage subsidy for employers. Entrepreneurs 
that hire an unemployed person receive a wage subsidy amounting to 50% of the employee’s 
salary – but no more than the national minimum wage EUR 278 – for a period of one year. This 
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provision had already been introduced before 2008, however, to tackle the economic crisis, the 
conditions for eligibility have been widened – the requirement for the unemployment period has 
been reduced (but only during the year 2010) by three months to nine months rather than a 
year. For young persons, aged 15 to 24 the required unemployment period is six months. In 
2010 on average 87 thousand persons were registered unemployed (116 thousand according to 
LFS figures). On average about 4000 persons per month were on the wage subsidy scheme in 
2010. Until September 2011 this figure fell to about 2800 persons.  

Training and qualification related policy-measures  

Support for training in micro and small companies: Introduced in August 2009 for the period 
until April 2010, the training support covered the whole country. The measure was provided by 
the government funded institution “Enterprise Estonia” and co-financed from the ESF. The sup-
port covered job-related training expenses at a maximum extent of about EUR 960. All micro 
and small companies and self-employed persons were eligible. This should have helped to raise 
the qualifications of employees in small companies and thereby to increase their competitive-
ness in the labour market. A total of about EUR 761 thousand was used during August 2009 to 
April 2010; applications of 967 micro and small companies were approved.  
Support for development of knowledge and skills in enterprises: The programme was in-
troduced in July 2008 covering the whole country. The measure is provided by the government 
funded institution Enterprise Estonia and co-financed from the ESF. The programme supports 
up to 12 month projects to develop knowledge and skills in enterprises. The activities supported 
include management training, professional training, and participation in a professional confer-
ence outside Estonia or using counselling services. The minimum size of the projects supported 
is EUR 3,196; up to 50% of the project costs are financed. All Estonian self-employed persons 
and enterprises are eligible for the support; also employer or professional organisations, busi-
ness incubators or county development centres can apply for the support in case enterprises 
benefit from the project.  
Support for training of unemployed: This kind of measure already existed before the eco-
nomic crisis, but was widened in scope. Trainings are provided by the public employment ser-
vice but also by private training providers. Up to 2011 the maximum amount of a single support 
measure was limited to about EUR 960. From August 2011 the maximum amount was raised to 
EUR 2500. 
Study leave: With the introduction of the new Employment Contracts Act on 1 July 2009, ac-
cess to study leave for employees was widened, i.e. now all persons have the right for study 
leave up to 30 calendar days per year, no matter the form of study or intensity of training. This 
was expected to increase participation in lifelong learning to raise competitiveness of employees 
in the current economic crisis. The right to study leave extends to the whole country and ena-
bles employees to take training related sabbaticals. However, there is no information available 
on how much study leave has been taken up since the introduction of the changes and whether 
participation in training has increased. 

Reaction service to collective redundancies 

The measure was already introduced in 2005 and is provided to employers across the country 
and is financed by ESF. Within the framework of the reaction service to collective redundancies, 
employers are informed of the different opportunities for financing training. The measure is im-
plemented by the Unemployment Insurance Fund in cooperation with different partners (e.g. 
Labour Inspectorate, local government, employer organisations etc). The reaction service is 
provided to employers who have announced redundancies in their companies.  

Actions taken by employers and trade unions to maintain employment 

Pay freezes and pay cuts 

In the pre-crisis period from 2002 to 2007 wages and salaries rose swiftly in Estonia, by 13% in 
nominal terms and 8% in real terms on average per anno. During the economic crisis the sub-
stantial fall in demand caused escalating unemployment figures in the private sector and pres-
sure towards reducing public expenditures. Hitherto, the implemented austerity measures not 
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only comprised cuts in public investments and transfers but also a pay cut for public employees 
up to 20%. Thus from 2008 to 2010 the nominal average gross wages fell by 10% in the public 
sector. Over the same period the decline was about 7% in the total economy. Since the cover-
age rate of collective agreements is quite low in Estonia (only about 25% of total labour con-
tracts are based on collective agreements) almost no pay cuts in the private sector were agreed 
upon on the sectoral level. 

Employment prospects in the 12 selected sectors  

According to the CEDEFOP projections of labour demand up to 2020
48

 it is expected that total 
employment will rise in Estonia by more than 6% in the period 2010 to 2020. Overall employ-
ment in the manufacturing sectors, which fell strongly due to the economic crisis, will rebound 
but grow somewhat slower (+2.4%) compared to the total economy. However in the industries 
Rubber and Plastics and Chemicals substantial increases are projected. Yet, the most promi-
nent growth drivers of total employment will be accommodation and food services, real estate 
and business activities and once again the construction industry (Table 4).  
On the other hand, employment in five of the 12 sectors in particular is forecasted to be below 
the 2010 level in 2020. These are machinery and equipment, where the biggest decline is ex-
pected (by 65% as compared with 2010), financial and insurance services (where employment 
is projected to be almost 50% below the 2010 level), electrical and electronic equipment (23% 
lower), textiles (-12%) and Metals (-3%).  
Over the longer-term up to 2020, employment will also continue to decline in mining and quarry-
ing (-24%), agriculture (-18%) and the utilities sectors (-4.3%). Contrary, the services sectors 
wholesale and retail trade and transport, storage and communications will further expand labour 
demand. Although there are currently constraints on public expenditure arising from the need to 
contain government borrowing, in the medium to long run, employment is likely to be expanded 
above average again in public services sectors like administration, education and health in par-
ticular.  
 
Table 4 Projections of employment demand by NACE sectors, 2010-2020 

 % employment change 

 2000-2010 2010-2020 

Agriculture, forestry and fishing -40.7 -17.9 

Mining and quarrying -2.3 -23.8 

Total manufacturing -10.1 2.4 

Textiles -48.4 -11.9 

Chemicals (excl. Pharmaceuticals) 12.4 20.1 

Rubber and plastics, etc. 29.7 92.4 

Basic metals, etc. -80.2 -3.0 

Electronics, etc. 15.4 -22.9 

Machinery and equipment -0.1 -65.2 

Motor vehicles 114.0 0.2 

Electricity, gas, steam, water, etc. -31.4 -4.3 

Construction -5.4 28.8 

Wholesale and retail trade -3.5 4.1 

Transportation and storage; communication -18.8 9.8 

Accommodation and food service activities 1.2 47.3 

Financial and insurance activities 28.2 -48.0 

Real estate and business activities 42.6 10.6 

Public and other services 17.6 9.2 

Total economy -1.5 6.2 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 
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Projection of skill needs 

The sectoral pattern of growth projected over the medium and longer term has clear implications 
for future skill needs. In general it is expected to remain very similar in the future year compared 
to the development from 2000 to 2010. According to the CEDEFOP projections of skill demand 
up to 2020

49
, the main growth is likely to be for technicians and associate professionals followed 

by managers (Table 5). However, demand is projected to grow also for low skilled manual 
workers especially in service sectors but also in some manufacturing subsectors. A reduction in 
demand, on the other hand, is projected for clerks and office workers and to a lower extent for 
sales and service worker, skilled and semi-skilled manual workers (ISCO groups 7 and 8), 
which were already hit most severely during the economic crisis. 
 
Table 5 Projections of employment demand by ISCO occupational group, 2010-2020 

 % employment change 

 2000-2010 2010-2020 

Managers (ISCO 1) 11.1 19.6 

Professionals (ISCO 2) 22.8 -1.8 

Technicians and associate professionals (ISCO 3) 12.2 20.2 

Clerks, office workers (ISCO 4) -23.4 -11.3 

Sales and service workers (ISCO 5) -11.3 -6.5 

Craft and related trades workers (ISCO 7) -14.1 -3.0 

Plant and machine operators, assemblers (ISCO 8) -13.2 -1.5 

Low skilled manual workers (ISCO 6+9) 0.6 14.2 

Total -1.5 6.2 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Concluding remarks 

The Estonian economy was the second hardest hit after Latvia by the global financial crisis and 
the subsequent recession in the EU, when GDP dropped from 2007 to 2009 by about 19%. This 
was partly because of the exposure of the national economy to external financing by the largely 
foreign owned banking sector which fuelled consumption growth and current account deficits 
and the property price bubble which had built up from 2002 to 2007. Much of the job growth 
before the onset of the recession and even more of the subsequent job losses were therefore in 
the construction industry. At the same time, Estonia has been hit by the contraction of external 
demand, exports accounted for about 60% of GDP. Thus also employment in the manufacturing 
industry shrank by more than 20%, while the drop was much lower in services sectors. The 
strong economic rebound in the second half of 2010 and first half of 2011 also allowed for a job 
recovery. However, the level of employment at the end of 2011 will still be about 8% below the 
pre-crisis times. Future prospects for recovery in employment depend very much on the behav-
iour of especially Scandinavian trading partners and the ability of the Estonian producers to 
broaden their range of export products. Moreover a sustained growth of internal demand will 
only be possible if the deleveraging process of households and companies comes to an end.  
The Estonian Government has implemented some measures aimed at maintaining jobs and 
providing training for those made redundant but it has refrained from providing sector-specific 
measures by and large. The overall scale of these measures, however, is relatively small and 
they have had most probably only a small effect on levels of employment and unemployment 
over the past 2-3 years. Though the training and wage subsidy programmes introduced, will 
assist recovery, their expected contribution to job creation is small in relation to the scale of the 
employment problem which the economy faces. Moreover, the Estonian government refrained 
from expanding their budget deficit also in the midst of the economic crisis. Therefore the addi-
tional funds for anti-crisis measures were accompanied by cuts in other fields of public services, 
like e.g. health services, which implies that the overall impact of government measures may 
have been neutral. 
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Spain50 

Introduction 

The impact of the current crisis on the Spanish economy has been dramatic. The strongest 
impact on GDP was felt in the second quarter of 2009, when real GDP fell by 4.4% compared 
with the same period in 2008. Although this impact has been similar to other economies (e.g., 
growth in the EU-27 and the United States fell by 5.1%, respectively), the recession period per-
sisted in Spain for much longer: GDP continued to decline throughout 2009 and the first half of 
2010 (a full year longer than the recession in the United States and six months longer than that 
in the EU-27). In addition, the effect of the crisis on the labour market has been much stronger 
in Spain than in most other EU countries. Since the beginning of the crisis roughly 2.7 million 
jobs had been lost since the peak in the number employed (in the first quarter of 2008). The 
decline in employment has outpaced the decline in GDP.   

The Spanish economy has shown some signs of recovering. For instance, GDP began to grow 
in the third quarter of 2010 and is expected at an annual rate of 0.8% in 2011 and 1.5% in 2012 
(ESADE, 2010). Moreover, since 2010, exports have grown at an annual rate of over 15%, and 
at the beginning of 2011, they were 3% above their pre-crisis levels. However, in the first quar-
ter 2011, employment continued to decline and the unemployment rate stood at 21.3% (over 13 
percentage points more than in 2008). Young people and workers with temporary contracts 
have been disproportionately affected by this increase (e.g. 45% of labour market participants 
aged 15–24 were unemployed in the first quarter of 2011). 

The sectoral concentration of jobs losses 

Before the current crisis, the construction sector with a share in GDP of 12.1% in 2006, was the 
driving force behind economic growth in Spain (with an average real growth of 5.2% during 
1996-2006), followed by the services sector (3.6%), manufacturing (3%) and agriculture (2.8%). 
This strong growth in construction was driven by a robust housing sector – house prices in-
creased by over 8% yearly on average – and was accompanied by dramatic increases in 
household debt – which expanded by 86% between 1995 and 2007 (Bank of Spain, 2010; IMF, 
2009). Because of the sizeable construction sector, the booming housing market and the reli-
ance on domestic demand for credit, Spain was extremely vulnerable when housing prices 
plummeted in the second half of 2007. As a result, the construction sector represented on aver-
age around 52.3% of total employment losses in Spain between the first quarters of 2008 and 
2011. As can be observed in Table 1, detailed data indicate a substantial decline in employment 
in Construction. In this sector, a remarkable fall of 25% in employment occurred in the first quar-
ter of 2009 compared to the first quarter of 2008. The construction sector was also hit hard in 
terms of productivity despite government measures to boost non-residential investment (see the 
State Fund for Local Investment below). A similar reduction in employment was observed within 
manufacturing in textiles during the first quarter of 2009, followed by basic metals. In terms of 
productivity, the extent of the decline is substantially large in textiles, electronics and motor ve-
hicle production (due to a larger decline in production than in employment). Outside manufactur-
ing, the hotel and the financial and business services sectors were also affected, although to a 
lesser extent.  
More recently, although the unemployment rate has remained high as of early 2011, there have 
been employment gains in a number of service-related sectors. For instance, jobs in health and 
social work (which account for over 7% of total employment) grew by more than 5%. Likewise, 
administrative and support service activities (with a share of 5% of total employment) grew by 3%. 
Importantly, wholesale and retail trade – which accounts for 16% of total employment – is showing 
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signs of recovery, although faintly
51

. However, growth in these sectors has been offset by the con-
tinuing employment adjustment process in construction and manufacturing. In fact, in the first 
quarter of 2011, employment in these two sectors continued to fall, as observed in Table 1. 
Table 1. Changes in employment and productivity by sectors (first quarter) 

 Change in Employment (%) Change in Productivity (%) 

 2007-08 2008-09 2009-10 2010-11 2007-08 2008-09 2009-10 2010-11 

Manufacturing 3.1 -13.4 -10.5 -2.5 -1.3 6.5 -5.7 2.3 

Textiles  -10.0 -25.0 -10.1 1.7 6.5 17.8 -12.4 -1.1 

Chemicals  7.4 -12.9 -10.4 -3.4 -5.1 11.4 13.9 4.1 

Rubber  3.0 -11.9 -19.2 -8.0 -4.5 -6.9 0.0 8.4 

Metals  2.4 -20.6 -15.7 1.0 -2.5 17.4 -6.2 -7.6 

Electronics -3.0 -13.6 -8.6 -0.4 4.5 16.4 -26.2 4.9 

Machinery 13.9 -8.6 -18.6 10.2 -5.8 2.7 -12.4 -7.6 

Motor  -1.2 -10.8 -2.3 -6.6 8.9 -12.3 -12.8 6.9 

Construction  -0.4 -25.0 -15.9 -10.2  8.6 -2.2 -27.5 

Trade  1.2 -4.7 -3.0 -0.7  -2.1 -0.7 -3.0 

Finance and busi-

ness services 3.2 -3.4 -2.0 0.1 3.2 4.3 -0.4 -0.4 

Hotels 0.6 -6.6 -2.2 -0.4     

TOTAL ECONOMY 1.7 -6.0 -3.8 -1.3 1.4 1.5 -2.9 1.8 

Note: Figures for productivity assume a two quarter lag between changes in production or val-
ue-added and employment to allow for the delayed response of employers to changes in output. 
Source: Short-term business statistics. Data for Finance and business services and for Total 
economy are based on quarterly national accounts.  
 
The overall effect of the crisis on employment has been felt harder in Spain than in other ad-
vanced economies. One reason for this is that average hours per worker did not adjust so as to 
mitigate the employment impact of the recession.  Indeed, as can be observed in Table 2, over 
the economy as a whole, average hours worked fell only slightly (by only just over 0.4% a year) 
in the period 2007-2008. In particular, reductions in average working time only occurred in man-
ufacturing and financial and business services between 2007 and 2008. In contrast, in construc-
tion (which concentrated employment losses) there was a slight increase in the average number 
of hours worked. Increases in average working time were especially marked in manufacturing 
during the period 2009-2011. As a result, the biggest share of the adjustment was through em-
ployment reductions. 
 

Table 2. Changes in average hours worked by those in employment, 2007-2011 

 2007-08 2008-09 2009-10 2010-11 

Manufacturing -1.0 0.1 3.9 2.8 

Construction  0.1 0.4 1.5 2.4 

Finance and business services -0.5 0.0 1.7 1.4 

TOTAL ECONOMY -0.4 0.6 0.8 1.8 

Source: Eurostat, Quarterly national accounts 

Policy measures implemented to maintain employment levels 

Fiscal stimulus to raise employment rates 

In 2008 the Spanish Government approved a stimulus plan (the “Economic and Employment 
Stimulus Plan”, or Plan E), which comprised 53.4 billion EUR to raise employment rates (this 
accounted for 35.6% of the total plan effort). The support to employment creation was based on 
two special funds: the State Fund for Local Investment (SFLI) and the Special Fund for Em-
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  Other notable sectors that have witnessed strong job growth include: electricity and gas-related activities with a growth 

of nearly 4% and transport and storage with growth of 2.3% (although both currently account for relatively small share 

of total employment, i.e. less than 1%). See ILO (2011). 
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ployment and Economic Reactivation (SFEE). The SFLI aimed at increasing public investments 
at a local level by financing newly planned public works to be implemented in 2009

52
. Its focus 

was on maintaining employment and creating jobs, establishing partnerships between the cen-
tral and local Governments and increasing public investment at a local level by financing newly 
planned public works (ILO, 2010a). The State supplied 70% of the total cost and the rest was 
paid at the end (once a statement justifying the destiny of the funds was elaborated). The SFI 
has been estimated to have helped to create approximately 225,000 new jobs.  
The SFEE

53
 was aimed at (a) complementing the SFLI projects in the municipalities (705 million 

EUR was dedicated to carrying out activities in the central Government’s main buildings and 
police stations and transport infrastructure); (b) creating employment in sectors that were 
thought to lead change in the Spanish production model: Research, Development and Innova-
tion (490 million EUR), social tourism and social services

54
 (430 million EUR) and activities re-

lated to the Environment and with measures to counter climate change (575 million EUR); and 
(c) maintaining employment in the motor vehicle sector (800 million EUR). According to official 
estimates, the SFEE helped to maintain or create some 75,000 jobs. 

Fiscal stimulus to support families 

Plan E also included a set of direct fiscal measures to assist families (25.5% of plan E). On the 
one hand, income tax was reduced by 400 EUR a year for each tax payer

55
 (it is estimated to 

have benefited 15.5 million workers and pension holders and 850,000 self-employed workers, in 
addition to 1,300,000 workers and pension recipients and 85,000 self-employed who ceased to 
pay income tax entirely.  
The stimulus package also included provisions to protect families affected by the collapse in the 
housing market. Two of them are worth mentioning. First, workers who had purchased housing 
before the crisis but had since lost their job were allowed to request a reduction in mortgage 
payments of up to 50% (subject to the agreement of the lender), provided the corresponding 
mortgage loan amounted to less than 170,000 EUR and it had been used to purchase the per-
son’s main residence

56
 (according to official estimates, nearly 500,000 families opted for this 

measure). Secondly, the Government extended the deadline to invest savings for purchasing 
the first residence (or to refurbish the main residence). This deposit is intended for people who 
intend to acquire their first residence, who enjoy deductions in so far as they invest their savings 
in the new house during in the four year-period which follows the opening of such a deposit. As 
a result of measure, the period for investing the savings concerned was extended beyond four 
years: beneficiaries whose deposit term fell between 1 January 2008 and 30 December 2010 
were allowed to invest their savings up until end-December 2010 (this did not lead to any loss of 
the right to enjoy the deductions derived from purchasing the main residence). The period for 
house purchase was therefore extended beyond the normal four-year period. According to offi-
cial estimates, 180,000 people, mainly young people, benefited from this measure. 

Fiscal stimulus to support companies 

Plan E included as well a set of direct fiscal measures to assist companies (38.9% of the total 
fiscal stimulus effort), especially small and medium sized enterprises (SMEs). This was imple-
mented mainly through a series of tax cuts aimed at improving the liquidity of firms (the amount 
deferred due to tax cuts amounted to 9 billion EUR in 2009)

57
. 

                                                           
52

  For instance, refurbishment or improvement of public urban areas and industrial areas, construction or renovation of roads, 

sewage systems, street lighting and telecommunications, architectural barrier removal programs, etc.  
53

  See Royal Decree 9/2008. 

54
  Social tourism refers to measures taken by the government to encourage holiday travel, and, in particular, 

programmes, events and activities that enable all population groups to enjoy tourism, while also attending to the quality 

of relations between visitors and host communities.  

55
  See Royal Decree 2/2008, dated 21 April, and http://400euros.meh.es/ 

56
  Those payments that remained unsettled after the deferment period would have to be paid off after 1 January 2011 in 

monthly instalments until the mortgage loan has been paid in full (for a period of ten years maximum) The deferred 

amounts are guaranteed by the State. See Royal Decree 1975/2008, dated 28 November. 

57
  See ILO (2011). 
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In addition, in December 2008, the Minister of Finance concluded an agreement with the Official 
Institute for Credit (ICO) and the heads of credit institutions to create a number of new credit 
lines and expand a number of existing ones so that companies were more able to carry out 
productive investments. The total amount provided in credit lines by the ICO was 30.3 billion 
EUR in 2009. One of the main targets of this measure were SMEs in the tourist sector to im-
prove the accommodation and other facilities, especially though refurbishment aimed at energy 
saving and environmental protection (this financing line amounted to 400 million EUR in 2009). 
A new credit line of 10 billion EUR was also created for SMEs to finance the working capital of 
firms considered to be viable in the longer-rum. Finally, ICO reinforced four other credit lines 
through agreements with credit institutions (adding a sum of 10.9 billion EUR) with the aim of 
ensuring that the self-employed and SMEs have the financing required to undertake investment 
projects and related activities: (a) ICO action for SMEs allowed, for the first time, firms to invest 
40% of the credit received in working capital, provided they invested the other 60% in fixed capi-
tal; (b) ICO action for entrepreneurs was intended for those involved in creating new companies 
or new professional activities (financing up to 90% of the investment concerned); (c) ICO action 
to promote the internationalisation of businesses was aimed at increasing the presence of 
Spanish firms in markets abroad by offering preferential investment terms; and (d) ICO action to 
promote business growth was aimed at encouraging firms interested in developing more ambi-
tious investment projects, by providing financing of up to 80% of investment. 

Improvement in PES functions  

In April 2008, the Government approved an extraordinary plan comprising a set of career guid-
ance, training and labour market integration measures. This plan provided for the hiring of 1,500 
advisors to carry out support tasks in employment placement

58
 of the National Public Employ-

ment Services and the Regional Public Employment Services. It included specific subsidies for 
job search and for increasing the geographical mobility of workers. More than 400,000 unem-
ployed have benefited from these advisory services. This is important because Spain spends 
considerably less than other countries on the Public Employment Services, which play a limited 
role in assisting jobseekers to find work and which account for only a small proportion of all 

hiring
59

. 
Promotion of self-employment 
The Government also increased the extent to which the unemployed are able to capitalise the 
social benefits they receive to give them more chances to become self-employed and create 
small businesses

60
. The single payment amounts to up to 60% of the unemployment benefit 

receivable. According to official estimates, 104,000 unemployed have taken advantage of this 
measure. 
Law on sustainable economy (LSE) 
This law entered into force in March 2011 with the aim of improving the economic environment, 
promoting competitiveness and environmental sustainability

61
. In particular, innovation and R&D 

is to be stimulated by encouraging the creation of technology-based firms and by fostering the 
regeneration of traditional sectors in an effort to improve their competitiveness (e.g., the rate of 
corporate tax reductions on investment in R&D is increased from 8% to 12% to foster innovative 
activities). In addition, incentives are to be given to sectors linked to renewable energy and 
countering climate change (e.g., the LSE provides for an 8% tax credit for investment in tangible 
assets to protect the environment

62
). A Sustainable Economy Fund was created (with up to 20 

billion EUR for the 2010 and 2011 fiscal years) to be used to support these measures.  

Recent labour market reforms 
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  See Royal Decree 2/2008, dated 21 April. 
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  See Suárez Cano (2011). 

60
  See Royal Decree 1975/2008, dated 28 November, on urgent measures for economy, taxes, employment and access 

to housing, published in the Official Gazette of the Spanish State on 2 December 2008 
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  Government of Spain (2010). 
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  Such as equipment to prevent air or noise pollution from industrial facilities, to prevent the pollution of surface, ground 

and sea water, or to reduce, recover or treat the investor's own industrial waste. 
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In 2010 and 2011, Spain embarked on a series of labour market reforms
63

. The main aim was to 
combat the duality which has characterised the Spanish labour market over the past few dec-
ades (in 2009, about one-third of all workers hired were on temporary contracts, which is close 
to three times the EU average).  The reforms consisted mainly of the following: 

a. Policies to promote internal flexibility (instead of external flexibility): the 2010-11 reform 

of collective bargaining was intended to make it easier to change working time. In par-

ticular, it allows firms to distribute 5% of the total working time in a flexible way. In addi-

tion, the conditions under which firms can opt out of the collective bargaining agreement 

were widened (firms are allowed to depart from the wages fixed at the sectoral level 

when they can prove that the application of these wages would jeopardise the economic 

viability of the company and would lead to a reduction in employment)
64

. 

b. Changes in dismissal costs and procedures:  
- Prior to the reform, the regulations defining ‘fair dismissal on economic grounds’ 

were considered too restrictive. Few firms opted for this given that the legal def-

inition was subject to different interpretations. As a result, firms opted to use 

‘unfair dismissals’ almost exclusively
65

 (which have a severance pay of either 

45 or 33 wage days per year of seniority, depending on the type of open-ended 

contract held). One of the main changes introduced in 2010 was to redefine 

economic grounds for dismissal in a way which made employers more certain 

that dismissals will be considered to be fair by judges when legitimate economic 

difficulties exist. If the new definition works properly, there will be few incentives 

to use disguised unfair grounds for redundancies (and, as a result, 20 wage 

days per seniority year will be what workers will be entitled to). This will reduce 

the gap in the costs of dismissal between temporary and open-ended contracts. 

- A Workers’ Capital Fund is planned to come into operation in 2012 and will af-

fect new open-ended contracts signed after 18 June 2010. Although the legisla-

tion for this fund has been postponed, the system is similar to the Austrian indi-

vidual savings account that went into effect in 2003. Under the current law, in 

cases of dismissal under an open-ended contract, 8 wage days per year of ser-

vice are paid out from the fund (this will be funded by monthly contributions 

made by firms over the course of the open-ended contract). As under the Aus-

trian system, workers will have the right to receive this payment immediately or 

to postpone it to a later date. This will reduce the severance payments made by 

firms but leave unaffected the total amount received by workers.  

- Severance payment for temporary workers will increase gradually from 8 to 12 

wage days by 2015. If the new definition of fair economic causes works as in-

tended, this will reduce the severance pay gap between workers with open-

ended and those on temporary contracts to 8 wage days per seniority year (Ma-

lo, 2011).   

c. Hiring incentives: subsidies for job creation are one of the main components of active 

labour market policies (ALMPs) in Spain. Compared to other countries, expenditure on 
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  Royal Decree-law 10/2010 and Act 35/2010. 
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  See Ramos-Martín (2011). 
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  For instance, for open-ended contracts, the share of unfair dismissals out of total dismissals reached 70% in 2008. 
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these is high
66

. The labour market reform has recently increased some subsidies aimed 

at
67

: 

- Promoting part-time employment: the incidence of part-time employment in 

Spain is comparatively low (in 2010, it stood at 12% of total employment com-

pared to the EU average of 19% in 2010) and this type of employment can help 

to increase the labour force participation of marginalised groups. Social security 

reductions for firms that hire on a part-time basis (on open-ended contracts) 

have been introduced. 

- Offering open-ended contracts to unemployed workers with family responsibili-

ties. The employers concerned receive a lump-sum subsidy of 125 EUR against 

their Social Security payments (1,500 EUR a year)
68

. 

- Hiring unemployed workers who have been registered with the Public Employ-

ment Service for three years or people with disabilities (a 100% reduction in so-

cial security contributions)
69

. 

- Self-employed workers who for the first time hire workers under an open-ended 

contract (50% reduction in social security contributions)
70

.  

- Hiring unemployed under the age of 30 with only primary education and unem-

ployed for at least 12 months (reduction of 800 EUR per year for three years in 

social security contributions). 

d. Temporary suspension or short-time working scheme (Jornada reducida):  

In Spain, partial unemployment benefits, financed by social security funds, have been 
provided since 1980 with the aim of compensating for partial losses of earnings and to 
maintain employment of workers who might otherwise be dismissed. In particular, the 
reduction on a temporary basis of ordinary working time because of economic difficul-
ties, force majeure or decreased output (known as jornada reducida), is authorised for 
the duration of a redundancy plan. During the period of short-time working, the worker 
receives unemployment benefits, normally calculated as for unemployment in general 
but in proportion to the reduction in working time. 
In 2009, the Royal Decree Law 2/2009 (containing a package of labour market 
measures for maintaining employment and protecting the unemployed) introduced 
some changes to the regulation for short-time working in order to make definitive lay-
offs less attractive and to promote employment. A 50% bonus (capped at 240 days per 
worker) was introduced in the social security payments due from the employer in the 
case of short-time working, provided that the employer committed to maintaining the 
jobs of the workers concerned for at least one year after the temporary reduction in 
working time had been approved. This bonus was only awarded to short-time working 
arrangements presented by employers from the 1 Cctober-2008 to 31-December-2009.  
Later that year, the 27/2009 Act extended the period to the 31 December-2010. It also 
raised the bonus to 80% for those employers who had implemented measures to miti-
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  See Royal Decree 1975/2008, dated 28 November, on urgent measures for economy, taxes, employment and access 

to housing, published in the Official Gazette of the Spanish State on 2 December 2008. 
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  See Royal Decree 1975/2008, Nov. 28
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. According to official estimates, 110,000 unemployed workers have benefited 

from indefinite hiring through this allowance program.  
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  See Royal Decree-Law 2/2009, March 6th and Act 27/2009, December 30. 
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  See Royal Decree 1300/2009, July 31

st
. 



322 

gate the adverse effects of temporary reductions in working hours (such as training pro-
grammes for the workers affected, measures aimed at making their professional and 
personal lives more compatible, or any other measured aimed at maintaining employ-
ment levels in the company). 
In 2010, the possibility of temporarily reducing normal working time because of econom-
ic difficulties, force majeure or reduced output was also extended through the labour 
market reform (Law 35/2010). First, the mandatory consultation period between em-
ployers and worker representatives over the introduction of short-time working was re-
duced by half (before, the period was at least 30 days in the case of firms with 50 or 
more workers and at least 15 days for firms with less than 50). Secondly, whereas prior 
to the reform partial unemployment benefits were granted if the normal working day was 
temporarily reduced by at least a third, from 2010 onwards partial unemployment bene-
fits were granted whenever the normal working day was reduced by 10-70% %, provid-
ed there was a proportional reduction in wages. 

Employment prospects in the 12 selected sectors 

During the last year, Spain has seen some changes in productivity which are potential signs of a 
new pattern of growth. External demand has been the main engine of growth since the begin-
ning of 2010. By February 2011, exports had grown by 15.5% as compared with a year earlier. 
This trend is expected to continue and exports are expected to drive economic growth in 2011 
(ILO, 2011). 
In addition, there have been signs of a possible shift in the composition of exports. Producer 
goods have regained their strength and have grown faster and contributed more to the total 
growth of exports than consumer durables. In particular, automobiles and mineral fuels and oils 
accounted for roughly one-third of the overall increase in exports between February 2010 and 
February 2011. Iron and steel, and mechanical equipment also showed strong increases, ac-
counting for almost 20% of the growth in exports. 
According to the Economist Intelligence Unit, industrial production in Spain is expected to grow 
in 2011, but by only 0.5% after falling by 1% in 2010. Moreover, further episodes of declining 
output are possible. 
Over the period 2011-2015, the Economist Intelligence Unit forecasts that economic growth in 
Spain will gradually strengthen. Nevertheless, Spain faces a protracted adjustment period, as 
the major imbalances accumulated during the decade of growth up to 2008 (which include a 
house price bubble, over-indebted consumers and a still a large current-account deficit) are 
corrected.  The economy and consumer demand will grow significantly more slowly than in the 
decade up to 2008, and unemployment is likely to remain high. Growth is expected to remain 
weak in 2011 and well below the 2% necessary for net job creation. In particular, GDP growth in 
2011-15 is forecast to average only 1.4% a year. There is a concern that skills will erode and 
labour market detachment may become widespread as the labour market recession persists. 

Concluding remarks 

The effect of the crisis on the Spanish economy has been severe, in terms of both the magni-
tude and the duration of the fall in employment. The effects were felt mostly in the construction 
sector and, to a lesser extent, in manufacturing. As a response, the Government introduced the 
Economic and Employment Stimulus Plan (Plan E) which primarily leveraged existing policy 
measures. One important element of the plan was the package of direct financial support to 
firms and families (through agreements between the ICO and credit-related institutions). How-
ever, Plan E was general in nature and did not address the underlying imbalances. The bulk of 
the measures introduced represented an attempt to support the Spanish growth model, which 
relied excessively on construction and housing, low skilled-jobs, and a high incidence of tempo-
rary employment.  
So far external demand has been the main engine of the recent growth. Still, exports account for 
less than 25% of GDP (well below the EU-27 average of close to 40%). The potential to lever-
age further the recent growth in exports is significant. Encouraging further the development of 
sectors that are more intensive in the use of technology would be an important step in the sus-
tainable development of the export sector. Government measures aimed at facilitating the inter-
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nationalisation of firms might help. Similarly, measures to foster ICT might help to increase in-
novative capacity and increase productivity (IMF, 2011). In addition, diversifying foreign trade 
relations especially with emerging and developing countries could help generate additional 

gains in export shares
71.  

As regards labour market reforms, the combination of the introduction of the Workers’ Capital 
Fund, a clearer definition of “economic grounds” for fair dismissals and the gradual closing of 
the gap in severance pay between temporary and open-ended contracts should help reduce 
labour market duality and so facilitate job creation. Moreover, the introduction of subsidies to 
promote part-time employment among vulnerable groups, especially young people, is well in-
tended (policy-makers recognise the potential benefits of being able to adjust hours cyclically as 
opposed to adjusting employment). Part-time employment remains low in Spain compared with 
other advanced economies and can offer a much needed boost to worker and firm flexibility. 
However, although Spain has relied on subsidies to promote employment, measures of this 
nature are of limited effectiveness as they often lead to deadweight losses (OECD, 2008). There 
is evidence that, in some cases, these incentives have achieved less than intended, especially 
as regards cuts in social contributions for open-ended contracts. It is important to note in this 
regard that incentives to hire workers account for a disproportionate share of active labour mar-
ket spending as opposed to measures for developing the skills of the labour force.  
As the crisis has deepened, the need to curb public spending has intensified and the Spanish 
Government has embarked on austerity measures (in particular, a fiscal consolidation plan ap-
proved in the first months of 2010 which makes a substantial effort to reduce the budget deficit) 
which has limited the extent to which additional labour market and measures can be introduced 
to tackle persistent employment challenges. Accordingly, even though a gradual improvement in 
the economy is under way, the perspective of slow recovery coupled with the restrictions on 
expenditure from fiscal consolidation raise many doubts about the potential of labour market 
policies to reduce unemployment and increase employment in both the short and longer-term. 
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  Non-EU destinations, where most of the trade growth is happening, currently account for less than a third of Spanish 

exports. 



324 

 

France72 

Introduction 

The financial crisis started to impact activity of most of the developed economies in the second 
semester of 2008, though only after the bankruptcy of Lehman Brothers did it turn into a real 
recession. 
Over the year 2009, GDP declined by 4% in the Eurozone and by 2% in France. It led in particu-
lar to a 10% rise in the number of bankruptcies

73
, especially affecting the construction and au-

tomobile industries. Bankruptcies, however, are common features of most developed econo-
mies and they do not represent the major cause of the rise in unemployment, being usually 
offset by the creation of new firms. As a matter of fact in times of economic recession the bulk of 
the jobs destroyed come from redundancies, technical unemployment and terminations of tem-
porary contracts and of interim jobs. At the same time, during recessions, the number of jobs 
created declines dramatically. All of this can lead to a rapid rise in unemployment. In France, the 
unemployment rate therefore rose from 7.6% in the first half of 2008 to 9.6% in the first half of 
2010

74
. 

This worsening of conditions in the labour market led most governments to take measures of 
fiscal expansion. These measures took various forms according to the country. In France they 
were mostly oriented to supporting firms and saving jobs

75
, while in a country like the UK most 

of the measures were targeted on supporting household expenditure.   
 
Figure 1 - Stock of participants in STW scheme in France 

 
Source: OECD (2011) 
 
By and large, this strategy seems to have had a significant impact. The economy lost between 
450,000 and 550,000 jobs in the first part of the crisis which is much below one million job loss-
es or so that was forecast by various institutes in mid-2009

76
. Such a “soft landing” was 

achieved by implementing various flexibility schemes: reducing hours of work, partial unem-

                                                           
72 Pascal Petit, Centre national de la recherche scientifique Paris. 
73

  Rising to 69000, a level unheard of since 1993. 
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  To compare with the sharp rise in unemployment in the US over the same period from 4.8% to 9.5%. 
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  With the noticeable exception of the subsidies on car sales that will be detailed hereafter. 
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ployment, cuts in interim jobs and so on. Short-time work schemes have been a much used 
instrument during the recession in most OECD countries: with the average take-up rate jumping 
from less than 0.2% in the fourth quarter of 2007, just before the recession to 1.3 % in the fourth 
quarter of 2009. In France such schemes seemed to have played only a minor role (see Figure 
1) even if conditions of access to the schemes were eased in 2008, especially in sectors likely 
to be most affected by the recession like Textiles and Construction

77
. 

 
Figure 2 - Short-time work take-up rates in the OECD countries (as % of employees)  

 
Source: OECD (2010), Hijzen and Venn (2010), data completed by Cahuc and Carcillo 2011)

78
 

 
In France, the present main Short-Time Work scheme dates back to 1968. Its purpose was to 
avoid lay-offs with a break in the employment contract by paying for part of the reduction in 
working time of up to 600 hours a year. In response to the the 2008-2009 recession, support 
was extended to 800 hours a year and to 1,000 hours in sectors especially threatened such as 
Textiles and the Motor industry (including subcontractors). The State gave EUR 3.33 an hour 
(EUR 3.84 for firms with less than 250 employees). By and large workers therefore received 
between 70% and 100% of their normal wage (which is more than the average compensation 
rate in other OECD countries, see Hijzen and Venn 2010). No specific condition was attached 
(such as compulsory training or job search assistance) to these benefits beyond the limitation 
on hours. It could also be applied to complete lay-off (i.e. to a temporary reduction in hours of 
work of 100%). The proportion of employees benefiting from the scheme doubled in 2008 and 
2009 (Figure 1), though the take-up rate was well below those observed in other OECD coun-
tries (Figure 2). 
In addition to the above direct measures to support employment during the recession, other 
measures were introduced to achieve the same aim by subsidising sales, in particular in the car 
industry, the sector most likely to be affected by the global recession. Indeed significant 
measures were taken to avoid the large foreseen decline in car sales. Support combined two 
types of measures. One followed from the commitment of the French Government in 2002 at the 
Grenelle environment conference to support a shift towards cleaner cars (with lower emissions 
of CO2) through a bonus/malus system, under which buyers of less polluting cars received a 
bonus while buyers of more polluting cars paid extra in tax. This scheme was initially supposed 
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http://economistsview.typepad.com/.a/6a00d83451b33869e20148c835dca0970c-popup
http://ideas.repec.org/p/oec/elsaab/115-en.html
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to be balanced in terms of sales of the various models. The recession and the rise of the price 
of fuel, however, led to a greater number of people opting to buy smaller less polluting cars.  
The second type of measure resurrected a scheme that had been experimented with in previous 
smaller economic downturns by the Balladur Government (1994-1995), hence its name Balladu-
rette, and Juppé Government (1995-1996). The outcome of these first attempts was rather 
mixed as the boost it gave to the industry was followed by a dip in sales as soon as the scheme 
came to an end. In consequence the French Government opted for a relatively large bonus 
(EUR 1,000 for the replacement of a 10-year old car by a new car which was not subject to the 
environmental malus tax). The scheme was initially intended to last up until the end of 2009. To 
avoid the backlash that was initially feared, the measure was extended to 2010 with a progres-
sively reducing bonus (down to EUR 700 in the first half of the year and to EUR 500 in the se-
cond). Car manufacturers themselves supplemented the measure by specific offers on cars 
between 8 and 10 years old; especially towards the e end of the scheme (sales multiplied by 2-3 
times in the last month of 2010).  
Not unexpectedly, in 2011 car sales have fallen significantly (by some 8% in April and May 2011 
when the effect of the bonus disappeared). It should also be noted that the measure was sup-
ported by a reduction in the interest rate on loans for purchases of cars (down from 7.5% in 
2008 to 6% in 2010). The net effect of these combined measures on employment in the French 
car industry remains open to question. While the reduction in car sales was kept down to 2% 
between 2009 and 2010, the cost to government amounted to some EUR 2.5 billion, offset by 
EUR 1 billion additional VAT revenue. The support did not stop the decline in the home market 
share of nationally produced cars as some 50% of the smaller, less polluting cars covered by 
the measure were produced abroad (in Eastern Europe in particular), a decline reflected in the 
trade balance of the sector which became negative in 2008 (-EUR 3.5 billion from +EUR 0.8 
billion in 2007) and deteriorated further in 2009 (to –EUR 5.3 billion), a reversal which was a 
real blow to the French economy, under pressure from a deteriorating trade balance. Although 
cars are now less polluting on average and the measure helped the main car manufacturers, the 
net effect on employment in the medium as well as short-term is more debatable.     
Irrespective of whether support for jobs is direct or indirect, there is a concern that the mainte-
nance of employment may result in a low rate of job creation in the future. This is all the more so 
since the second phase of the crisis has been fuelled  by public debt problems in which gov-
ernments have been forced, in part by pressure from financial markets, to cut their spending  
drastically as well as to increase taxes. This shift towards a period of austerity may have major 
consequences for future employment developments. 
The French Government, following its European partners, thus decided therefore to reduce 
public spending and to suppress some tax exemptions, if more moderately than in some other 
Member States.  Prospects for employment growth, sufficient just to regain the level in 2008, 
are thus severely limited. Three more years if growth is slow may be required to get back to the 
2008 level – if, for example, growth of GDP is no more than 2% in 2011 and of 1,6% in the fol-
lowing years as forecast. 
Even if these growth rates might be still be optimistic, it is of interest to examine how the pro-
spects for an increase in employment over the years up to 2015 might be distributed between 
different sectors

79
. 

 
Prospects of employment growth by sector 2010-2015 

Sectors 
Employment 
level in 2008 

Changes 
2008-
2010 

Forecast of chang-
es :  
2010-2015 

Motor vehicles  
Machinery equipment 
Textile 
Chemistry and plastics 
Electronics, electrical  
Construction 
Wholesale 

192 
440 
66 
259 
140 
1806 
1056 

-16 
-27 
-5 
-10 
-6 
-12 
4 

-11 
-78 
-15 
-22 
--15 
149 
41 
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 Estimations to be found in the study of the CAS Conseil d’Analyse Stratégique (2010) mentioned above. 
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Retail 
Financial activities 
Real estates 
Accommodation, rest. 

1830 
796 
296 
993 

-1 
4 
3 
4 

71 
-5 
11 
18 

As expected, sectors subject to external competition (either affected by competition from low 
wage countries or pushed to increase their productivity to remain competitive) are projected to 
lose jobs while construction and services are expected to create more jobs than are being lost 
over the period. In construction, employment is likely to benefit from the Grenelle measures for 
the environment

80
.  

Hotels and restaurants also benefit from a special reduction in value added tax (down from 19% 
to 5%

81
).  

 
Figure 3 - Unemployment rates by age: a persistent gap between young people and oth-
ers 

 
Source:  Employment survey INSEE 2003-2009

82 
 
Figure 4 - Unemployment rate of women (bold line) and men 
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  By analogy with the Grenelle of 1968 which saw a large rise of wages after the May protests, the Grenelle de 

l’environnement in 2009  was supposed to pull together many measures supporting ”green development”. 

81
  The rate was raised to 7.5% in October 2011.  

82
  Extracted from Centre d’études de l’emploi CEE document de travail 146  May 2011 L’impact de la crise sur les 

trajectoires professionnelles des jeunes. Paris 
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Source INSEE Employment surveys. Years 2003-2009 in CEE (2011) ibid 
A very specific feature of France is also the importance of unemployment among young people, 
at least those who are economically active. As is evident in Figure 3, the rate of unemployment 
of the young between 15 and 29 years old is 10 percentage points higher than that of those 
older than this. 
The recent crisis tended to increase this gap further, indicating how the contraction in labour 
demand tended to discriminate against young people looking for a job. This is all the more strik-
ing since this young people entering the labour market have benefitted from a large number of 
measures. Up until the crisis, the high rate of unemployment among young people was accom-
panied by a gender bias, with the labour market situation of women being worse at all ages than 
that of men (Figure 4). 
This gap between men and women unemployment rates started to diminish in 2006 when men 
benefitted less from the rise in employment in 2006 than women. This catching up also has 
structural causes. First, women are employed disproportionately in services83 which are more 
recession-proof; secondly, the rising level of education of women relative to men has started to 
have an impact. In 1984, 19% of the men and 20% of women who had entered the labour mar-
ket in the last six years had a university degree. By 2008 this had changed dramatically, so that 
the comparable figures were 37% of men as against 51% of women. Conversely, the proportion 
of men entering the labour market without any qualifications remained the same in 2008 as in 
1999, at around 19% while the proportion of women went down from 16% in 1999 to 12% in 
2008.  
This helps to explain why the unemployment rate of those aged 15-29 has become slightly 
higher for men than for women (18% as against 17% in 2009). 
This relative improvement of the situation of women on the labour market has, however, to be 
balanced by the fact that women have a part-time job much more often than men (11.6% for 
women in the last half of 2009 as against 3.6% of men in part time jobs in the same year). Again 
part of this gap may be explained by the sector in which young men and women work as most 
of these part time jobs are in services. 
The crisis has led to a slight increase in the number of part time jobs but they are a structural 
feature of a long term changes in the labour market. The 2008-2009 crisis has also shown that 
education levels provide relative protection from the adverse effects of recession on the labour 
market. Indeed the young with a tertiary level of education did not experience any rise in their 
unemployment rate in 2009. 
Nevertheless, it is the young who are affected by new tendencies which are changing labour 
market norms.  Development of part time jobs, interim jobs and temporary contracts are to a 
large extent imposed on those entering the labour market (Figure 5).  
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  87.2% of women worked in services in 2008 versus 63.7% of men. 
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Clearly the weight of precarious jobs is borne predominantly by youth people. Interestingly, such 
jobs did not increase much during the crisis at least in its early phase.  This is partly linked to 
the fact that interim jobs are highly sensitive to changes in activities. Between September 2008 
and September 2009, those on interim contracts declined by 31% in manufacturing and con-
struction. Changes in norms in the labour market induce new forms of flexibility. The growth of 
interim jobs resumed in 2010, reaching 665,200, corresponding to a 18% rise in a year (though 
still below the 2007 level). This resumption of growth occurred in manufacturing and construc-
tion, the sectors which had been the most severely affected at the trough of the recession. 
There is some uncertainty about whether or not this growth will last and whether it announces a 
general increase of employment in the near future. In the early 2000s, a rise in interim jobs was 
a precursor of a more general rise. By then demand for interim workers represented a third of all 
those taken on by firms. In 2011, these demands for interim workers represent two-thirds of total 
people that firms declare that they intend to take on. This rise in interim employment should be 
kept in mind when considering the relative resilience of the labour market emphasised at the 
outset. The crisis may have generated an increased degree of flexibility. 
It is also partly linked to the sectoral composition of the expansion in employment. The activities 
which are planning to hire are those which have a strong demand for interim and temporary 
workers, namely hotels and catering, health and social services and business services

84
. Some 

39% of the demand for interim and temporary workers, therefore, concerns a seasonal activity. 
 
Figure 5 - Rate of interim and temporary jobs 

 
Source INSEE Employment surveys. Years 2003-2009  
 
 
The case of construction is less uncertain; the growth in interim jobs (up to 123,000, i.e. 7.3% of 
the work force, by mid-2011) is not abnormally high but very much in line with past trends in the 
industry. The issue of the emergence of increased flexibility does not apply to this industry since 
it is already more ‘flexible’ than other sectors.  
Confronted with the working of the labour market described above which  tends to leave young 
people bearing much of the social costs imposed by an economic recession, the government 
has developed set of measures which are especially targeted on this group. The table below 
lists some of the main measures. 
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   Business services mix jobs of low qualification with a lot of interim and temporary workers with more qualified , steady 

jobs in finance and insurance operations …unless if the financial crisis has generated a feeling of precariousness  in 

these activities. 
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It is evident that a third of the schemes are intended to help the entry of young people into the 
labour market, be it in market activities or in non-market activities. Because these older 
measures did not put an end to the bias against the employment of young people, new 
measures are continuously being developed. One of the most recent ones, signed in April 2011 
is targeted at 65,000 young people, 20,000 of them without any qualifications who remain the 
most difficult to integrate into the labour market.    
A second third of measures consists of more direct supports for firms. As noted earlier, a priority 
was accorded to supporting businesses to survive through the crisis. 
A final third is directed at classical measures of retraining the unemployed and pre-retirement 
schemes. These measures, however, especially those concerned with pre-retirement schemes, 
have tended to be reduced significantly as other measures, such as increasing the retirement 
age and maintaining pension schemes, have been introduced. 
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Main Employment schemes at the time of the 2008 crisis (in thousands) 

 
Entrées en dispositif (1) 

Bénéficiaires en fin d'an-

née (2) 

 2007 2008 (r) 2009 2007 (r) 2008 (r) 2009 

Emploi marchand aidé 779 719 750 1128 1 025 988 

dont :       

exonérations et primes à l'embauche de jeunes 94 0 0 136 59 4 

exonérations et primes à l'embauche de CLD (3) 67 62 117 89 66 92 

aide à la création d'entreprise 111 125 160 114 131 167 

contrats en alternance 439 468 425 619 603 572 

accompagnement des restructurations 4 5 5 19 13 11 

Emploi non marchand aidé 364 276 359 248 184 241 

dont :       

contrats d'Avenir 113 106 98 88 78 68 

contrats d'Accompagnement dans l'Emploi 248 169 260 150 102 172 

Formation des demandeurs d'emploi 567 601 688 237 272 334 

Stages de formation  492 510 607 225 251 312 

Prévention du chômage de longue durée 75 91 81 12 21 22 

Retraits d'activité  151 110 77 512 460 405 

Préretraites totales  4 2 2 35 25 15 

Dispenses de recherche d'emploi 146 108 76 478 436 390 

Total 1 862 1 707 1 874 2 125 1 943 1 968 

(1) : entrées initiales et reconductions.       

(2) : données CVS.       

(3) : chômeurs de longue durée.       

Champ : France métropolitaine.       

Sources : ASP ; Dares ; DGEFP ; Insee ; Pôle Emploi.       

 
The following table shows clearly how the measures to help the entry of the young into the la-
bour market have been greatly expanded over the past three decades, increasing from covering 
3% of young people of less than 26 years old in employment to close to 30% by 2009. 
 

 
 
Again this important development needs to be seen in the context of an economy which has 
become much more of a service one, employing an increased number of women and both men 
and women with a significantly increased level of education. 



332 

 

The share of employment by broad sector  

 
 

 
 
To conclude, the new flexibility of the labour market is clearly linked closely with the rise in the 
importance of temporary contracts (see the graph below). In comparison, interim jobs represent 
a much smaller share of total employment. An additional element increasing flexibility are the 
new forms of small businesses and self-employment that have been created through the intro-
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duction of a highly simplified regulatory system (although it is still too soon to know if this is ef-
fectively generating increased income (since by October 2010, the number of one-person busi-
nesses approached 600,000; of which only a quarter had generated any income and then only 
small amounts- income averaging only some 6,300 EUR per business). In March 2011, the 
OECD was nevertheless still recommending that a more flexible labour market needed to be 
developed in France.  
 
Employees on temporary contracts, interim jobs and apprenticeships 
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Division of employment between occupational groups 
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Ireland85 

Introduction 

Ireland was hit harder by the economic recession than most EU countries. Between the last 
quarter of 2007, when employment was at its peak, and the second quarter of 2011, the number 
employed fell from 2140 thousand to 1814 thousand, a net loss of jobs of some 326 thousand, 
or over 15%. Although the pace of job loss slowed during 2010 and the first half of 2011, em-
ployment continued to fall over the most recent period.  
There are signs, however, of unemployment beginning to decline. In June 2011, the rate of un-
employment stood at 14.2%, down from the peak rate of 14.6% at the end of 2010, which was 
almost 10 percentage points above the rate at the beginning of 2008 when unemployment first 
started to rise. The slight fall in the unemployment rate in the first half of 2011, measured in 
relation to the labour force, seems however to be a result of people leaving the labour force, in 
the sense of no longer actively looking for jobs, perhaps because of a belief that none were 
available, rather than as a result of those unemployed finding work. The employment rate, the 
proportion of working-age population (15-64) in work, therefore, continued to decline during the 
first part of 2011, down to 58.9% in the first quarter of 2011, almost 1 percentage point lower 
than a year earlier. The pace of decline, however, was much slower than during 2008 and 2009, 
when the employment rate fell from 68.5% to 62.8% between the first quarters of the two years 
and then to 59.7% in the first quarter of 2010. 
According to official national forecasts, employment is expected to rise moderately in 2012, 
partly as a result of the support provided by Jobs Initiative

86
, and then more significantly over 

the medium-term up to 2015. 

The sectoral concentration of job losses 

Much of the job loss since the recession first began to affect employment has been concentrat-
ed in Construction, which was a major source of job expansion during the growth years. The 
number employed in the industry fell from a peak of 287 thousand in the first quarter of 2007 to 
143 thousand in the first quarter of 2010 and declined further to 118 thousand in the first quarter 
of 2011, a fall of almost 60% and a net loss of jobs of 167 thousand, or over half of the total net 
reduction in employment over the period.  
Over the same period, the number employed in manufacturing fell from 262 thousand to 214 
thousand, a reduction of 48 thousand. From its peak level in mid-2007, employment in manufac-
turing had fallen by 23% by the first quarter of 2011. Although the pace of decline is expected to 
continue falling, a further reduction in employment in the sector is forecast in the second half of 
2011 and during 2012.  
The official data on redundancies for 2010 and the first part of 2011 tell a similar story of job 
losses declining in number but remaining significant (Table 1). 
 
Table 1 Number of redundancies and division by broad sector, 2010 and 2011 

  Number of redundancies % Total 

   Jan 10   Jul 10   Jan 11   Jul 11  Jan-10 Jul-10 Jan-11 Jul-11 

Metal manufact.+engineering 155 113 76 81 2.4 2.1 1.6 1.7 

Other manufacturing 1,808 861 737 747 27.5 16.4 15.2 15.8 

Construction 1,362 1,001 1,093 1,058 20.7 19 22.6 22.4 

Distributive trades 183 315 240 353 2.8 6 5 7.5 

Banking, finance+insurance 232 478 280 137 3.5 9.1 5.8 2.9 

Other services 2,644 2,405 2,240 2,235 40.2 45.7 46.2 47.3 

Total economy* 6,571 5,257 4,847 4,723 100 100 100 100 

* Includes agriculture, mining, public utilities 

                                                           
85 Terry Ward, Applica. 
86

“ Jobs Initiative”, May 2011: www.finance.gov.ie/documents/pressreleases/2011/mn018jobsinit.pdf  

http://www.finance.gov.ie/documents/pressreleases/2011/mn018jobsinit.pdf


338 

http://www.welfare.ie/EN/Schemes/RedundancyandInsolvency/redundancy/RedundancyStats/Pages/Redundanciesby

Sector.aspx 

The data also show a larger decline in the number of monthly redundancies in manufacturing 
than in the other sectors but redundancies continuing at a higher rate than elsewhere in con-
struction (in 2011, construction accounted for 22-23% of total redundancies as compared with 
just 6.5% of total employment). They indicate, in addition, that redundancies in ‘Other services’, 
which includes, in particular, public administration, accounted for an increasing proportion of the 
total, as efforts were made by the Government to cut back public expenditure in order to reduce 
the scale of the public sector deficit.  

Changes in employment in the 12 selected sectors 

More detailed data indicate a substantial decline in employment within manufacturing during the 
period of recession in Textiles (though this is part of a long-term downward trend), the Metal 
industry, Electrical and electronic equipment and Motor vehicles (Table 2). 
 
Table 2 Changes in employment and implied productivity in selected sectors, 2007-2011 

    (% change between the first quarters of each year) 

  Number employed   Implied productivity 

  2007-08 2008-09 2009-10 2010-11   2007-08 2008-09 2009-10 2010-11 

Textiles   -27.6 -8.5 -50.8           

Chemicals           

Rubber etc -8.9 -17.4 -1.5 -16.8  9.8 1.8 -25.7 18.0 

Metals  -16.5 -18.1 -22.1       

Electronics 2.7 -11.9 -16.2 -3.6  -1.0 8.0 -27.3 -7.4 

Machinery -3.2 -11.2 -0.9 4.0  4.0 5.4 -20.0 4.7 

Motor -7.0 -22.5 -9.7 0.0  8.2 16.7 -40.2 12.8 

Construction -5.8 -27.0 -27.6 -17.1  4.9 0.3 -9.7 -1.0 

Distribution 7.0 -5.0 2.9 -5.4  0.9 1.0 -7.4 4.4 

Hotels, etc 2.0 -9.3 -0.8 1.2       

Finance 5.2 2.0 0.0 -3.4       

Business  10.5 -0.3 15.9 10.6           

Note: Figures in italics are based on LFS quarterly data. Data for employment in Chemicals are too small to be reliable 

Implied productivity is estimated as production at constant prices lagged two quarters divided by the number employed 

(the lag is intended to allow for the time it takes to adjust employment to change in output). For construction, data are 

based on the quarterly national accounts and implied productivity is estimated from constant-price value-added. In this 

case, no lag in the adjustment of employment to output is assumed, since the data suggest that employment adjusts to 

output very quickly. For Distribution, implied productivity is estimated from data on turnover in retaining at constant 

prices. 

Source: Eurostat, Short-term Business statistics except where indicated 

 
They also indicate that in the latter two sectors, there is a considerable ‘overhang’ of productivi-
ty, in the sense that while the number employed has fallen, the extent of the fall is significantly 
less than the decline in production, implying a large reduction in labour productivity – or, more 
precisely, in production per person employed. The further implication is that as and when recov-
ery in output takes place, there is likely to be little need to expand employment, at least until the 
productivity overhang is eliminated. Accordingly, net job creation can be expected to be limited 
in these sectors. This productivity overhang is also evident in Rubber and non-metallic mineral 
products and Machinery and equipment, as well as outside Manufacturing in Construction and 
the Distributive trades. 
In the latter, as in Hotels and restaurants, there was also a significant decline in employment 
during the recession and this continued in the Distributive trades in the year up to the first quar-
ter of 2011, seemingly as the productivity overhang was reduced. 
In Financial services, on the contrary, there was no apparent reduction in employment during 
the worst of recession, despite this sector being at the origin of the crisis. Employment, howev-
er, appear to have subsequently declined in the sector, reflecting the continuing problems of 
Irish banks.  

http://www.welfare.ie/EN/Schemes/RedundancyandInsolvency/redundancy/RedundancyStats/Pages/RedundanciesbySector.aspx
http://www.welfare.ie/EN/Schemes/RedundancyandInsolvency/redundancy/RedundancyStats/Pages/RedundanciesbySector.aspx
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Business services seems to be the one sector which, apart from a hiatus during the worst of the 
recession, has continued to experience a high rate of employment growth. 
Overall, except in Business services, there is little sign as yet of any marked recovery in em-
ployment in any of the sectors and although there was some increase in the numbers employed 
in Motor vehicles, the apparent productivity overhang casts doubts on whether this is likely to be 
maintained.  

Policy measures implemented to maintain employment levels 

Short-time working arrangements 

Short-time working arrangements existed in Ireland before the crisis. The ‘Systematic short-
time’ scheme (STT) allows employers facing difficult economic difficulties temporarily to reduce 
the working time of their employees, who are then entitled to unemployment benefits for the 
days not worked (for a period of up to 12 months). They might also receive unemployment as-
sistance benefits after the 12 month period has elapsed. The scheme applies only to those 
working full-time and there needs to be a clearly defined pattern of work which is repeated every 
week (which is why the scheme is termed ‘systematic’), such as, for example, one or two days 
of work each week. 
The scheme was used by employers from the beginning of the recession, with around 2,500 
people a month being assisted by September 2008, the number increasing rapidly to close to 
19,000 a month by May 2009 and remaining between 17,000 and 19,000 throughout the follow-
ing year before declining to around 13,000 by October 2010, where it has remained since (Fig-
ure 1).  
 
Figure 1– Monthly number of recipients of unemployment benefits under the Systematic 
short-time scheme, 2008-2011 

 
 
This means that the scheme covers only around 0.7% of the total employed. Even at its peak, 
however, the scheme assisted only around 1% of those in employment and accordingly had 
only a small effect on the number of people in work and the number of jobs that were lost during 
the recession. 
In response to the rising numbers of unemployed, in June 2009, the Government also intro-
duced a pilot Short-time Working Training Programme, targeted at employees being assisted by 
STT and working three days a week (and, accordingly, receiving unemployment benefits for the 
two days a week not worked). The programme provides training to workers for the two days not 
worked for a 52-week period with the aim of developing their personal and business skills, 
though at the end of 2009, only 203 people were reported to be on the scheme and a total of 
just 277 places have been made available. 
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Changes in working time 

Data on hours worked provide an insight into the extent to which jobs have been maintained by 
reducing average working time, through both the measure outlined above and the  more general 
policies of employers. In practice, little tendency is evident in most parts of the economy for 
average hours worked to have declined during the recession period over and above its long-
term downward decline. Over the economy as a whole, average fell by only just over 1% a year 
during the recession and in manufacturing by slightly less (Table 3) 
 

Table 3 Changes in average hours worked by those in employment, 2007-2011 

  (% change between the first quarters of each year) 

  2007-08 2008-09 2009-10 2010-11 

Total economy -1.4 -1.1 -1.2 -0.5 

Manufacturing -0.8 -1.1 -0.1 0.6 

Rubber etc -1.1 -1.9 -0.6 -6.4 

Electronics 5.0 -3.3 2.9 4.3 

Machinery 1.9 -5.1 2.2 5.6 

Motor -3.2 -0.3 1.4 6.6 

Construction -2.4 -2.4 -3.8 -0.6 

Source: Eurostat, quarterly national accounts for data on Total economy, Manufacturing and Construction; Eurostat, 

Sort-term Business Statistics for data on other sectors 

 
There were, however, larger reductions in hours worked in Electronics and Machinery, as well 
as in Construction. At the same time, in the former two sectors, these reductions have been 
followed by increases in average working time in the subsequent period, signalling perhaps a 
reluctance of employers to expand their work force until future prospects become clearer.  

Employer Job (PRSI) Incentive Scheme 

The Employer Job (PRSI
87

) Incentive Scheme was launched in June 2010 and was due to re-
main in place up to the end of 2011. The purpose is ‘to support job creation, and counter the 
drift of people into long-term unemployment and welfare dependency’. Under the scheme, em-
ployers creating additional full-time jobs receive exemption from paying social security contribu-
tions for 12 months (the rate of which is either 8.5% or 10.75% of gross pay)

88
. The exemption, 

however, applies to a maximum of 5% of the work force, which for smaller companies with less 
than 100 employees means that a maximum of 5 new jobs can be supported by the scheme 
and for medium-sized companies employing less than 250, a maximum of 12. As of October 
2010, 665 applications had been made for assistance under the scheme, the majority from 
companies employing less than 250 people)

89
. 

From 1 July 2011, the lower rate of employer PRSI has been halved for all jobs that pay less 
than EUR 356 a week up until end-2013, which it is estimated this will affect 600,000 workers

90
. 

Employment subsidy scheme 

The Employment Subsidy Scheme was launched in August 2009 and ran to October 2010
91

. 
The aim was to subsidise jobs in vulnerable enterprises considered to be viable which employed 
at least 10 people full-time and which could identify a number of jobs, both full-time and part-

                                                           
87

  Pay-Related Social Insurance 

88
  The job must be at least 30 hours per week and last for at least 6 months. Participants must be unemployed for at least 

6 months or have been on the Work Placement Programme for at least 3 months. 

89
  http://www.eurofound.europa.eu/eiro/studies/tn1010039s/ie1010039q.htm  

90
  In January 2011, the Government also abolished the employer PRSI charge on share-based remuneration as a further 

measure to encourage employment. 

91
  http://www.employmentsubsidy.ie/schemeinformation.aspx  

http://www.eurofound.europa.eu/eiro/studies/tn1010039s/ie1010039q.htm
http://www.employmentsubsidy.ie/schemeinformation.aspx
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time, that were at risk as a result of the economic downturn. In return, companies were required 
to commit to maintaining a certain number of jobs in existence up until November 2010. The 
maximum subsidy was EUR 9,100 for a full-time worker (EUR 6,370 for part-time workers), paid 
at a rate of up to EUR 200 a week per full time employee (EUR 120 a week per part-time em-
ployee) for the first 26 weeks and then at a declining rate for the remainder of the year. The 
maximum support per enterprise amounted to EUR 500,000.  
Initially, the scheme was targeted at export companies in and was available only for full-time 
workers, but because of the low take-up, it was extended in November 2009 to other companies 
as well as to part-time workers. In total, EUR 135 million (of the EUR 250 million planned) was 
spent under the scheme and according to the Department of Enterprise, Trade and Innovation, 
almost 100,000 jobs were maintained as a result. 

Work Placement Programme 

The Work Placement Programme (WPP) was introduced in May 2009 to provide 6 months’ work 
experience for a minimum of 25 hours a week for unemployed in receipt of certain social welfare 
payments for at least 3 months. The programme consists of two streams, one providing places 
for graduates and the other for other unemployed, all participants continuing to receive their 
normal social welfare payments. The eligibility criteria were revised in December 2009, the max-
imum duration of the programme being extended to 9 months and the requirement for firms to 
have at least 10 employees being removed

92
.  

The programme provided initially for 2,000 places and during 2010, there were just over 2,400 
new entrants. In May 2011, a total of 3,875 people were reported to have participated in the 
programme, much less than the maximum number of potential participants. According to the 
Department of Social Protection, one of the reasons for the low take-up was the voluntary na-
ture of the scheme, together with the fact that no additional benefits were paid to participants 
over and above their unemployment benefits. 

Redundant Apprenticeship Rotation Scheme 

The Redundant Apprentice Placement Scheme was introduced in 2009 for apprentices who had 
been made redundant as a result of the recession. The aim is to give apprentices who have 
been made redundant the chance to complete their on-the-job training. Nine trades are covered, 
mainly in the construction industry (such as plastering, plumbing and bricklaying). FÁS (the 
public employment service) makes a contribution of EUR 340 a week towards the employment 
costs incurred based on a 39 hour working week. A total of 463 entrants were reported in 
2009

93
. 

In 2010, the programme was renamed Redundant Apprenticeship Placement Scheme and the 
trades covered were broadened (to include motor mechanics and heavy vehicle mechanics 
among others). The FÁS contribution, however, was reduced to EUR 250 a week. 

Additional education and training places 

In May 2011, an additional 6,000 places were made available on the FÁS Specific Skills Train-
ing programme, targeted at adults leaving sectors with structural employment problems (such 
as construction), with 5,000 places on short, evening and blended training courses and 1,000 
on longer courses. The courses, which include engineering, IT, office and administration, sales, 
marketing, management, construction and electronics, began in summer 2011.  
An additional 3,000 places were also created in summer 2011 in the ‘Back to Education’ Initia-
tive for adults with less than upper secondary level education, along with 1,000 additional Post-
Leaving Certificate (PLC) places for school leavers and adults returning to education.  
In addition, 5,900 more places are due to be provided from autumn 2011 under the Springboard 
Programme, designed to help those who lost their jobs in construction, manufacturing and other 
sectors of the economy where employment is unlikely to recover to its pre-recession level. 
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Finally, the JobBridge programme was launched in June 2011 to provide up to 5,000 work expe-
rience placements for a 6 or 9 month period for trainees, who receive an allowance of EUR 50 a 
week on top of their existing social benefit.  

Access to credit 

In July 2010, the Government announced that it will try to ensure that banks lend EUR 12 billion 
to SMEs by 2012. A new SME loan scheme was also announced in May 2011. This is intended 
to provide a temporary partial loan guarantee to firms and is designed to encourage banks to 
lend to new or expanding SMEs. It is expected that for every EUR 400 million guaranteed by the 
State, an additional 4,500 companies will be able to obtain further credit from banks and these 
in turn will create more than 8,000 new jobs. It is also planned to create a micro-finance fund to 
provide loans to small business start-ups.  

Enterprise Stabilisation Fund 

The Enterprise Stabilisation Fund, with a total budget of EUR 100 million for two years,  was 
launched in spring 2009 aimed at providing finance to vulnerable exporting companies to sur-
vive the global downturn in exchange for repayable preference shares. To be eligible for sup-
port, companies needed to be in manufacturing and/or internationally traded services; judged by 
Enterprise Ireland to have a sound, robust and sustainable business plan to ensure their viabil-
ity over the medium term; to be able to demonstrate the financial commitment of banks and 
other investors in the plan and their capability of increasing exports as the world economy im-
proved. The scheme came under criticism for excluding non-exporting companies which were 
equally hit by the recession. Up to October 2010, 203 companies had received support from the 
Fund.   

Car scrappage scheme 

A car scrappage scheme was introduced in January 2010 to run up until 31 December 2010. 
Under the scheme, those trading in a car of 10 years old or more were entitled to a Vehicle Reg-
istration Tax discount of EUR 1,500 on the purchase of a new car with low carbon emissions. 
The scheme was subsequently extended to 30 June 2011 with a reduced VRT relief of up to 
EUR 1,250 with spouses or partners also becoming eligible for the relief. 
Over 26,000 new cars were sold under the scheme
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, which is much less than under the first 

scrappage scheme which operated in the mid-1990s (from July 1995 up to the end of 1997), 
when around 65,000 an additional new cars were sold as a result of the scheme. 
In the first half of 2011, car sales increased by 22%, but analysts predict that personal spending 
on goods and services will fall in real terms in 2011 for the fourth year running

95
. 

Specific measures to support the Tourist industry (Hotels and restau-

rants) 

Between 2007 and 2010, the number of tourists coming to Ireland declined by 25%. As the in-
dustry is highly labour-intensive, the Government reduced VAT on hotels, restaurants and vari-
ous tourist activities, venues and services (such as cinemas, theatres and museums) from 
13.5% to 9% in July 2011 up until the end of 2013 to boost sales and maintain employment. The 
reduced rate was also applied to hairdressing and printing (brochures, maps, programmes and 
newspapers). The measure is estimated to cost EUR 350 million a year and its effects will be 
assessed before the end of 2012 in preparation for the 2013 Budget.  
In addition, as part of the Jobs Initiative programme, it is planned to suspend the tax on air trav-
el of EUR 3 per passenger in order to encourage more visitors. This is estimated to cost EUR 
90 million in 2012 and EUR 105 million in each subsequent year and will also be reviewed be-
fore the end of 2012. 
The Short-stay Visa Waiver Programme was also launched in July 2011 to enable visitors from 
16 countries (including India, China, Russia and Turkey) to travel to Ireland without a visa if they 
already have a valid British visa. The aim is to encourage tourism from emerging markets and to 
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take advantage of the London 2012 Olympics. The programme will run as a pilot scheme up 
until the end of October 2012 but it may be modified or expanded at any point depending on the 
results. 

Actions taken by employers and trade unions to maintain employment 

Pay freezes and pay cuts 

According to the Irish association of SMEs (ISME), 50% of SMEs have implemented job cuts 
during the crisis along with pay cuts of up to 13%. In 2010, the Small Firms’ Association (SFA) 
carried out a survey on pay and conditions in companies with less than 50 employees in manu-
facturing, distribution and services which revealed that the rate of pay for new entrants declined 
for almost all job categories. 
In 2010, the Labour Court recommended a pay cut of 7.5% for construction workers following a 
request from the Construction Industry Federation which had sought cuts of up to 20% because 
of the downturn in the industry. 
Under the social partnership agreement “Towards 2016”, a 2-3 year pay deal (the ‘Transitional 
Agreement’) was signed in September 2008. However, as the crisis went on, the Irish Business 
and Employers Confederation (IBEC) called in early 2009 for the agreed pay increases to be 
deferred for at least a year and at the end of 2010, it withdrew from the agreement after the 
failure of talks with trade unions over an alternative pay deal. 
Pay cuts as a means of attempting to maintain jobs have been common across all sectors. In 
the insurance sector, for example, AXA signed an agreement with the trade unions to introduce 
a new remuneration procedure, changes to performance management and reward programmes, 
and new profit sharing criteria as well as 120 voluntary redundancies. As a result, the company 
succeeded in reducing salary bands by 15-20% along with the number of employees in the 
higher bands.  
In banking, many companies have used paid career breaks to cut wage costs and retain skilled 
staff in anticipation of eventual recovery. Permanent TSB, for example, offered staff 2 and 3-
year career breaks in October 2008 (with pay of EUR 20,000 and EUR 35,000, respectively). At 
the end of 2009, 225 employees (out of a total of 2,500) were on career breaks.  
Despite the widespread pay cuts, however, the National Minimum Wage was increased in July 
2011 from EUR 7.65 to EUR 8.65 an hour for an experienced adult worker, a rise of 13%  

Employment prospects in the 12 selected sectors 

The construction industry, especially the housing building sector, remains the most vulnerable to 
further job losses. According to ESRI (Economic and Social Research Institute), only 10,000 
houses are likely to be built in 2011 and 2012 as compared with 78,000 in 2007. A leading con-
struction industry consultancy (Davis Langton in their 2011 Annual Review
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, is expecting output 

in the industry as a whole to decline by 5% in 2012 and to remain unchanged in the two years 
after that, leaving output below the level identified by the Construction Industry Council in 2009 
as being sustainable in the long-term. 
According to ESRI forecasts

97
 made at the beginning of 2010, recovery is expected in many 

sectors of the economy by 2015. Employment in the chemicals industry is expected to be 36% 
higher in 2015 than in 2008 while in business activities, it is expected to be 19% higher. Em-
ployment in the metals industry is also projected to be higher (by 11%), as is that in financial 
services (by 9%) and machinery and equipment sector (by 6%). In all these sectors, therefore, a 
high rate of employment growth is forecast from now on. 
On the other hand, employment in four of the 12 sectors in particular is forecast to be below the 
2008 level in 2015. These are textile and clothing manufacturing, where the biggest decline is 
expected (by 67% as compared with 2008), construction (where employment is projected to be 
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25% below the 2008 level), the wholesale and retail trades (7% lower) and hotels and restau-
rants (5% lower). 
Over the longer-term, beyond 2015, although some growth in employment in construction is 
expected, employment is still expected to be well below its 2007 peak even in 2020. Some job 
growth is also projected in manufacturing but again by no means nearly enough to make good 
the job losses experienced during the recession. At the same time, constraints on public ex-
penditure arising from the need to contain government borrowing, are likely to mean that there 
is limited scope for expansion of public administration or public services such as education and 
health in particular, which have been an important source of job growth in the past. Recovery of 
employment, therefore, can be expected to be dependent largely on growth of business activi-
ties and other market services, such as distribution, hotels and restaurants and personal ser-
vices of various kinds (Table 4, which sets out the recent Ernst and Young forecasts up to 
2020). 
 
Table 4 – Sectoral employment forecasts 2012-2020 (in thousands) 

 
Source: Ernst and Young Economic Eye 
 
Future employment prospects in Ireland depend to a major extent on the behaviour and perfor-
mance of multinationals, which were the prime source of the prolonged high rates of economic 
growth experienced from the mid-1990s up to the onset of the economic recession. These were 
responsible not only directly for job creation but more importantly through their export earnings 
for supporting employment creation in other sectors of the economy, especially in services. 
Although multinationals reduced both jobs and investment during the recession and although 
there has been some relocation of production to other, lower cost countries, especially in the 
electronics industry, multinationals still account for over 75% of total Irish exports.  
According to the Irish Exporters Association (IEA) half-year review, exports rose by 8% in the 
first six months of 2011, with significant increases in particular in chemicals, including pharma-
ceuticals, and agri-food products, though also in business services, financial services and com-
puting. This suggests that, with the possible exception of the electronics industry, the sectors 
which have formed the basis for Irish growth in the past are likely to continue to do so in the 
future. It also serves as a reminder that although it has become difficult if not impossible to 
compete in labour-intensive activities where low wage costs are the primary factor of compara-
tive advantage, Ireland remains an attractive location for multinationals because of its a highly-
skilled work force, low corporation taxes and the fact that people speak English, which is a par-
ticular advantage in respect of US companies. The latter continue to make up a large part of the 
multinationals with activities in Ireland, as witnessed by the fact that exports to the US increased 
by 14% in the first half of 2011. 
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Projection of skill needs 

The sectoral pattern of growth projected over the medium and longer term has clear implications 
for future skill needs. According to the National Skills Bulletin 2011

98
, despite the recession, job 

vacancies continued to rise during 2010, though at a much slower rate than in 2007. Vacancies 
were concentrated in professional and technical occupations (such as ICT and healthcare), 
sales and services and customer technical support.  
Much the same broad pattern of growth is expected to occur in future years. According to the 
CEDEFOP projections of skill demand up to 2020

99
, the main growth is likely to be for techni-

cians and associate professionals followed by sales and service workers (Table 5). Very little 
growth in demand, on the other hand, is projected for clerks and office workers and low skilled 
manual workers, the latter partly reflecting the continuing decline in agriculture. Although some 
growth for skilled and semi-skilled manual workers (ISCO groups 7 and 8) is projected as manu-
facturing and construction recover to some extent, this growth is much less than experienced 
during the period before the recession hit. 
 
Table 5 Projections of employment demand by ISCO occupational group, 2010-2020 

  % change 2010-2020 

Managers (ISCO 1) 18.6 

Professionals (ISCO 2) 4.6 

Technicians and associate professionals (ISCO 3) 35.5 

Clerks, office workers (ISCO 4) 2.3 

Sales and service workers (ISCO 5) 24.6 

Craft and related trades workers (ISCO 7) 9.7 

Plant and machine operators, assemblers (ISCO 8) 9.0 

Low skilled manual workers (ISCO 6+9) 2.2 

Total 13.1 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

 
These projections are broadly in line with the more detailed medium-term forecasts made by 
FAS/ESRI

100
, though these relate to the period 2008-2015 and, more importantly, were made at 

the beginning of 2010 and, accordingly, do not take full account of the continuing recession, and 
job losses, which have occurred since then. Nevertheless, they also forecast the largest growth 
in demand to be for technicians and associate professionals, especially for engineers and relat-
ed professions (in IT especially), though, in contrast to the CEDEFOP projections, they also 
show only slightly less growth for professionals (i.e. for more experienced, higher level grades), 
including business and legal professionals as well as engineers. The largest decline over the 
period 2008-2015 (much of which has already occurred) is forecast to be for agricultural work-
ers, skilled manual workers in manufacturing and construction and machine operatives or as-
sembly workers in the textile and clothing, wood and electronics industry. Jobs for teachers and 
healthcare workers are forecast to show a slight decline over the period. 

Concluding remarks 

The Irish economy was hit particularly hard by the global financial crisis and subsequent reces-
sion. This was partly because of the exposure of the banking sector to a collapse in asset val-
ues and the property price bubble which had built up over the decade before 2007, fuelled by 
the expansion of lending by banks and other financial institutions. Much of the job growth before 
the onset of the recession and even more of the subsequent job losses were therefore in the 
construction industry. At the same time, Ireland has been hit by the contraction of activities by 
multinational companies which make up a large part of the traded goods and service sector. 
Future prospects for recovery in employment depend very much on the behaviour and perfor-
mance of multinationals and, in particular, how far they continue to invest and expand in Ireland 
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as opposed to relocating activities to lower cost countries. There are already signs of this hap-
pening in the electronics industry in particular. Without such growth, it is likely to be difficult for 
the Government to get public finances back into a satisfactory state and to service the borrow-
ing which has been built up over the past two years. 
The Government has implemented a range of measure aimed at maintaining jobs and providing 
training for those made redundant in the sectors hit especially hard by the recession. The over-
all scale of these measures, however, is relatively small and they have had only a minor effect 
on levels of employment and unemployment over the past 2-3 years. Though the training and 
work experience programmes introduced, together with the attempts at expanding the credit 
available to SMEs, will assist recovery, their expected contribution to job creation is small in 
relation to the scale of the employment problem which the economy faces. Given the budget 
constraints, it is difficult for this to be otherwise. Those same budget constraints also mean that 
the public sector is unlikely to be able to make the same direct contribution to job growth as in 
the past. 
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Italy101 

Introduction 

Italy has been deeply hit by the international economic crisis. GDP declined by 7% between 
2007 and the bottom of the cycle, which was in the second quarter of 2009. Moreover, given the 
subsequent very slow recovery, at the end of 2010 GDP was still 5% below its pre-crisis level.  
Growth of economic activity continued to be very slow in the first part of 2011. The National 
Institute of Statistics (ISTAT) estimated that in the second quarter of 2011, GDP growth was 
only 0.8% in relation to the second quarter of 2010.  Such an overall negative performance is 
however the result of differential growth across different sectors of the economy. The agricultur-
al sector and non-market services experienced little change in value added and private services 
registered a small decline (about 2%), but in manufacturing and construction sector, where the 
reduction in economic activity was concentrated, value-added fell by around 15%.   
During the recession, labour demand did not immediately follow developments in value added. 
While the fall in GDP at the end of 2010 amounted to 5%, employment declined by “only” 2%

102
. 

This implies that around 833 thousand jobs were maintained through two main factors:  the 
strongly pro-cyclical behaviour of labour productivity, which reflected the adoption of a strategy 
of effective labour hoarding by firms in order to ensure the availability of skilled and experienced 
workers after the recession; and short time working arrangements, which were increased mark-
edly during the crisis, resulting in a general reduction in average hours worked. However, labour 
hoarding was important mainly in the first part of the crisis. From the first quarter of 2009, the 
gap between movements in value-added and in employment narrowed, and in 2010, recovery of 
economic activity has not been followed by an increase in employment.  
Nevertheless, growth of employment was recorded in the first part of 2011. According to the last 
data available from ISTAT, in July 2011, the rate of growth of employment with respect to the 
previous year was 0,4% an increase of 88 thousand. Over the same period, the unemployment 
rate declined from 8.3% to 8%. However, this positive change does not appear to be gaining 
momentum; on the contrary, the prospects for employment seem to be worsening. This is a 
consequence of the recent slowdown in the pace of economic recovery. According to the most 
recent forecasts by the IMF, GDP growth in 2011 will be 0.6% and in 2012, is forecast to be 
even lower (0.3%). Moreover, current developments in financial markets, adversely affected by 
problems of Italy’s public finances, have led to the Government imposing new budget re-
strictions with fiscal consolidation for the period 2012-2013 amounting to more than EUR 50 
billion. This will undoubtedly have an adverse effect on GDP and employment, implying a much 
reduced possibility of achieving sustained recovery in the next few years. Indeed, many observ-
ers are now predicting a new recession in Italy in the coming year. 

The sectoral concentration of jobs losses 

The economic crisis has had a differential impact on sectors. As shown in Table 1 the contrac-
tion of economic activity has been particularly large in manufacturing and construction. Howev-
er, the dynamics observed is different in these two sectors. While manufacturing value-added 
fell to a minimum level at the beginning of 2009, with a cumulated contraction of around 20%, 
and partly recovered in subsequent quarters, in construction, the decline was slower but more 
continuous, with no sign of any recovery. In these two sectors, employment losses were sub-
stantial and the construction industry continued to lose jobs between 2010 and 2011. In con-
trast, Financial and business services have been less affected by the crisis with limited losses in 
both value-added and employment. 
Such a differential pattern across sectors has led to a pronounced change in the structure of the 
Italian economy, with a large reduction in the share of manufacturing. This continues a long-
term trend that has been evident over the past decade, though it has been accelerated by the 
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economic downturn. In terms of the share of employment, manufacturing industry now accounts 
for only 19.4% of total jobs, 3% less than in 2000.  
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Table 1 Value added and employment, 2007-2011 (Variations %) 

 Value Added Employment 

  07/08 08/09 09/10 10/11 07/08 08/09 09/10 10/11 

Manufacturing -1.1 -19.9 3.1 1.3 -0.5 -2.5 -5.8 0.5 

Construction -1.3 -7.7 -5.8 0.0    0.1 1.5 -0.5 -5.4 

Financial and business 

services 
0.7 -3.1 0.6 1.5  4.6 -2.6 0.7 -0.7 

Total economy* 0.5 -7.0 0.8 1.1    1.0 -1.0 -1.3 -0.6 

* Includes agriculture, mining, public utilities                                                                                          
Source: Eurostat, Quarterly National Accounts 
 
Table 2 Changes in employment and implied productivity in selected sectors, 2007-2011 

(% change between the first quarters of each year) 

  Number employed*   Production 

  2007-08 2008-09 2009-10 2010-11   2007-08 2008-09 2009-10 2010-11 

Textiles  -8.0 -11.5 -2.0  -1.2 -17.2 6.1 -3.2 

Chemicals  -2.6 -7.5 13.8  -1.4 -23.9 16.1 -3.1 

Rubber etc  2.9 -9.8 0.3  -1.0 -26.0 1.5 2.3 

Metals  4.8 -4.8 11.2  4.2 -33.3 1.2 7.5 

Electronics  1.0 -6.1 3.8  -4.3 -25.6 11.2 -5.5 

Machinery  -2.1 -7.7 -3.2  2.3 -32.2 0.1 15.0 

Motor  0.4 -5.8 3.3  19.6 -47.6 18.7 16.6 

Construction  1.5 -0.1 -5.3  2.3 -13.3 -7.7 0.3 

Distribution  -3.8 -1.1 -2.1  -1.7 -2.3 0.1 -0.5 

Hotels, etc  -3.0 4.2 2.9      

Finance  5.9 -1.1 -4.3      

Business   -4.0 2.6 -1.0      

 Number of hours worked  Implied (hourly) productivity** 

 2007-08 2008-09 2009-10 2010-11  2007-08 2008-09 2009-10 2010-11 

Textiles 1.1 -10.1 1.2 4.7  0.1 3.2 -8.7 0.7 

Chemicals -1.1 -6.0 1.1 3.7  1.6 1.0 -11.9 -1.1 

Rubber etc 0.9 -11.4 3.1 3.2  0.8 6.6 -20.7 -2.0 

Metals 0.6 -10.1 -2.2 5.7  7.5 3.8 -29.5 6.7 

Electronics -1.8 -10.3 4.9 1.1  1.5 0.2 -28.9 10.7 

Machinery 1.5 -14.0 1.6 6.9  0.6 8.4 -32.6 14.1 

Motor 1.2 -25.0 13.0 6.3  10.7 20.4 -36.0 8.0 

Construction 0.4 -5.0 -2.3 1.5  2.1 5.1 -11.4 -0.7 

Distribution 0.3 -0.9 0.2 -0.8  -0.6 -1.8 -1.5 1.2 

Hotels, etc -2.3 -3.8 -3.0 -3.7      

Finance          

Business  0.1 -0.2 -1.7 -0.2      

*Source: Eurostat, Labour Force Survey  

**Implied productivity is estimated as production at constant prices lagged two quarters divided by the number of hours 

worked (the lag is intended to allow for the time it takes to adjust employment to change in output).  

Source: Eurostat, Short-term Business statistics except where indicated 

 
Within these aggregates, there are important differences. Table 2 shows a more disaggregated 
breakdown of the change in terms of both employment, as measured by total hours worked as 
well as numbers of workers, and production. Within manufacturing, the crisis was associated 
with a rapid and significant fall in production in motor vehicles, basic metals and machinery and 
equipment. In terms of employment, the textile industry and machinery and equipment suffered 
the heaviest cumulative losses. By contrast, services experienced only a limited reduction in 
employment. Wholesale and retail trade registered the largest decline, while in hotels and res-
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taurants, the number employed actually increased over the period but the number of hours 
worked fell

103
.  

The fall in production has been more pronounced than employment in terms of both numbers 
and hours worked. This is reflected in a general decline in hourly productivity relative to pre-
crisis levels. Between 2009 and 2010, the reduction in hourly productivity was particularly large 
in motor vehicles (-36%), machinery and equipment (-32.6%), basic metals (-29.5%) and elec-
tronics (-28.9%). However, all these industries experienced some recovery in productivity be-
tween the first quarter of 2010 and the same quarter of 2011. On the other hand, hourly produc-
tivity continued to decline in chemicals, rubber and plastics and construction. 
Such a combination of productivity developments and the slow recovery of economic activity is 
not expected to lead to an expansion of employment in 2011. According to the last Excelsior 
Survey (August 2011) conducted by the Italian Association of Chambers of Commerce, there is 
likely to be a reduction in employment of around 59 thousands (-1.2%) in manufacturing by the 
end of 2011. Declining employment is also foreseen in services as well, but the reduction is 
expected to be limited to 29 thousands (-0.4%). 
In manufacturing, the largest contraction in employment is expected to be in the wood and furni-
ture industry, while the chemical and mechanical engineering industries are forecast to show the 
smallest declines (-0.3% and -0.5% respectively). In construction, employment is forecast to fall 
significantly (by 29 thousands or by 2.5%).In services, the biggest decline is expected to be in 
hotels and restaurants (-1%), while employment in advanced services is expected to grow by 
1,500 (0.4%). 
 
Table 3 Sectoral employment prospects for 2011 

  Change in employment 2010-2011 

  Numbers % 

Textiles -4800 -1.0 

Chemicals + Rubber and Plastics -1200 -0.3 

Basic metals, etc. -4300 -0.6 

Electronics, etc. -2500 -0.8 

Machinery and equipment + Motor vehicles -3000 -0.5 

Construction -28900 -2.5 

Wholesale  -3300 -0.4 

Retail trade -2200 -0.2 

Hotels, Restaurants and Touristic services -5600 -1.0 

Advanced services* 1500 0.4 

Personal services** -1900 -0.2 

Source: Unioncamere – Excelsior Project
104

 
*Sectors 69,70, 71, 72, 73, 74, 78 Nace Rev.2 Classification.  
** Sectors 58, 59, 60, 73.9, 75, 85, 86, 87, 88, 90, 91, 92, 93, 96 Nace Rev.2 Classification. 

Policy measures implemented to maintain employment levels 

A number of policy measures were in place before the crisis, designed to maintain employment 
and to support workers made redundant. During the crisis, the coverage was extended. In par-
ticular, with the Decreto Legge N.185 (November 2008), access to standard measures was 
extended to workers employed in sectors not previously covered and to those with various types 
of fixed-term contracts

105
.  In this respect, public intervention has been in general successful in 
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sustaining workers’ earnings during the crisis. However, in the absence of a substantial recov-
ery in employment, there is concern about the possibility of providing assistance to those made 
redundant in the medium and long run. The most important policy measures adopted to main-
tain jobs levels are summarised below. 

Short-time working arrangements 

Short-time working arrangements (Cassa Integrazione Guadagni, CIG) are designed to provide 
income support to workers when labour activity is reduced or suspended. These amount to 80% 
of the salary up to a maximum, fixed periodically (EUR 860 a month in 2008).  
This has been the major policy tool used in Italy during the crisis. From 2009, there has been a 
massive increase of CIG hours requested by firms, in part attributable to the extensions in the 
measure noted above, which meant that a larger number of workers were covered during the 
crisis (See Table.4). In 2010, there was a record number of CIG hours requested by firms of 
around 1.2 billion, an increase over the preceding year of 31.7%. In 2009, moreover, the num-
ber of CIG hours requested was already 3 times that in 2008. 
Such a dramatic increase is unprecedented. While the measure has been particularly important 
in limiting the negative employment effects of the crisis, the recipients of CIG cannot be re-
absorbed in the absence of a stable recovery in economic activity. Moreover, in 2010 there was 
also a huge rise in the “extended” and “extraordinary” CIG, increasing respectively by 206.5% 
and 126.4%, while the “ordinary” CIG declined by 40.7%

106
. These figures reflect, on the one 

hand, the structural nature of the crisis and the slow pace of recovery. In particular, workers in 
“extraordinary” CIG have a high probability of becoming unemployed. On the other hand, they 
show that the substantial amount of resources devoted to extending the CIG to previously non-
protected workers enables the safety net to be stretched to cover workers in SMEs and those 
on fixed term contracts.  
 
Table 4 Short-time working arrangements (Number of requested hours and yearly varia-
tions) 

 Thousands of hours % change 

 2007 2008 2009 2010 

2011 

(Jan-Aug) 08/07 09/08 10/09 11/10 

          

Ordinary 70647 113024 576419 341810 145938 60.0 410.0 -40.7 -41.5 

Extraordinary 88181 86689 215897 488790 281443 -1.7 149.0 126.4 -11.8 

Extended 24884 27947 121719 373038 221205 12.3 335.5 206.5 -12.8 

          

Total 183712 227660 914035 1203638 648586 23.9 301.5 31.7 -21.1 

Source: Inps (National institute for social security)
107

. 
 
In the first part of 2011, there is evidence of a reduction in short-time working arrangements 
requested. In particular, the declining trend in ordinary CIG is confirmed (-41.5% with respect to 
the same period of 2010) while the “extraordinary” and “extended” CIG show the first sign of a 
reduction, even though the absolute levels remain well above pre-crisis one. 
The sectoral data for 2010 (Table.5), confirm that CIG hours are mainly concentrated in manu-
facturing, with nearly 1 billion requested hours (86% of the total), involving more than 300 thou-
sand workers. In 2009, major increases in hours requested were evident in metals, mechanical 
engineering, chemicals and rubber and plastics. Moreover, in these sectors the share of “ex-
traordinary” CIG is particularly large (60% in the metal industry, 48% and 47% respectively in 
mechanical engineering and the chemical and rubber and plastic industries). Such evidence 
suggests that in these industries, a major restructuring process is taking place, which may re-
duce the possibility for workers made redundant to be re-absorbed in the same sector. 

                                                           
106

  The “extended” CIG applies to workers employed in companies (typically SMEs) or sectors not covered by the 

“ordinary” CIG. The “extraordinary CIG” is granted when firms face critical conditions that may lead to massive 

redundancies. 
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Table 5 Short-time working arrangements by sector (2007-2010) 

 Thousands of hours % change 

 2007 2008 2009 2010 2008/2007 2009/2008 2010/2009 

        

Textiles 24937 27862 67744 74349 11.7 143.1 9.8 

Chemicals 6118 8498 20894 20801 38.9 145.9 -0.4 

Rubber etc 4690 7121 44626 40692 51.8 526.7 -8.8 

Metals 4381 6768 55494 58099 54.5 719.9 4.7 

Electronics 20705 18295 68402 70391 -11.6 273.9 2.9 

Machinery 13994 18976 104543 123823 35.6 450.9 18.4 

Motor 9951 20498 72567 84279 106 254 16.1 

Construction 35799 37917 72707 95841 5.9 91.8 31.8 

Distribution 1602 4392 25153 57370 174.2 472.6 128.1 

Hotels, etc 989 485 2498 6789 -51 415.2 171.8 

Finance 261 187 1975 2260 -28.3 956.2 14.4 

Business  2920 3479 14405 50623 19.2 314 251.4 

        

Source: Inps (National institute for social security) 
 

Unemployment and Mobility allowances 

In Italy, workers made redundant may ask for unemployment or mobility allowances. The first can be 
requested by those satisfying specific requirements; the second typically applies to workers placed 
on mobility lists when the period of short-time working is concluded. During the economic crisis, in 
addition, the ordinary measures that were used in the case of job loss were enhanced in order to 
extend them to additional workers. In particular, the Decreto Legge N.185 (November 2008) 
introduced the “extended” mobility allowance (with equal treatment with respect to CIG for the first 
year and 80% of CIG for the subsequent period) and an una tantum allowance (from EUR 700 to 
EUR 1200) to fixed-term workers employed on specific projects (CO.CO.PRO). 
The number of recipients of these allowances increased continuously during the crisis (Table 6). 
In 2010, 472 thousand unemployment allowances were granted (9.7% more than in 2009) and 
134 thousand workers received mobility allowances (15.6% more than in the previous year).  
 
Table 6 Beneficiaries of unemployment and mobility allowances (2008-2010) 

 Absolute number % change 

 2008 2009 2010 2009/2008 2010/2009 

      

Unemployment allowance 269911 430340 472055 59.4 9.7 

Mobility Allowance 95859 116367 134550 21.4 15.6 

Total 365770 546707 606605 49.5 11.0 

Source: Inps (National institute for social security). 

This evidence indicates an increasing trend in the number of unemployed receiving some form 
of support.  

Self-employment incentives 

The Decreto Legge n. 49409 approved in December 2009 assigned to workers in receipt of 
extended CIG or mobility allowances, the right to request an upfront payment of the allowances 
due for the whole period in order to give them the opportunity to set up a new business , a new 
cooperative association or a professional activity.  
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Hiring Bonus 

The “Decreto Sviluppo” approved in May 2011
108

 introduced a bonus for hiring disadvantaged 
workers. The bonus consists of a tax credit (equal to 50% of labour costs for the first 12 months) 
for companies located in the south of Italy taking on new employees on permanent contracts. 
Disadvantaged workers are defined according to the European rule CE n. 800/2008 and are 
mainly those unemployed for a minimum of 6 months. For particularly disadvantaged workers, 
the tax credit is extended to 24 months. This measure is intended to maintain employment in the 
less developed areas of Italy (southern regions) and to increase permanent contracts in relation 
to fixed-term contracts that are now prevalent for new people hired. 

Strategic plans and reforms 

In summer 2010 a three-year action plan for labour
109

 was approved with the aim of introducing 
new initiatives to promote economic growth and employment. In particular, three main lines of 
action were identified: 

1) Decentralising labour market regulation in order to increase contract flexibility and as-

sure a closer link between wages and productivity growth. 

2) Reducing irregular jobs and increasing job security. 

3) Developing a more efficient system for increasing worker competencies in order to in-

crease mobility of workers in the job market. 

On this last aspect, in the so called “Collegato Lavoro” to the Financial Stability Law (Law 
N.183, November 4

th
 2010) the government began the process of reforming training contracts 

so as to give firms a more flexible means of hiring young workers, to provide them with the nec-
essary skills and to improve the link between the education system and the labour market.   
A further significant change in labour policies implemented during the crisis concerns the 
agreement signed by the central government and regional authorities which increased multi-
level policy coordination and introduced a co-financed package of active and passive labour 
market policies. The financial resources linked to this agreement amount to EUR 8 billion of 
which EUR 5.35 billion come from central government and EUR 2.65 billion from the regional 
programmes of the European Social Fund.    

Specific measures to support economic activity  

A large number of legislative acts relating to interventions to combat the economic crisis have 
been approved during recent years. According to many observers, the overall effect of this 
fragmented system of incentives has, however, been limited given the small amount of funding 
allocated, the uncertainty concerning the actual availability of particular incentives, their imple-
mentation and their duration. Probably, the most important area of intervention consisted of 
expenditures allocated to renovation of housing, energy efficiency and renewable energy, with 
tax credits ranging from 36% to 55%. These measures were adopted well before the economic 
crisis, but their (annual and always uncertain) confirmation has been a significant measure 
countering the effects of the downturn.  
In 2009, about EUR 2 billion was allocated to sustaining economic activity through public incen-
tives. The main area of intervention concerned the motor vehicles industry which benefited from 
a car and motorbike scrappage scheme. The bonus ranged from a minimum of EUR 1500 for 
the replacement of an old car by a new one and a maximum of EUR 3500 for cars with low 
emissions. The incentive for the replacement of motor bikes amounted to EUR 500. The overall 
value of the scheme has been estimated at about EUR 1.2 billion with about 750,000 cars sold. 
The increased demand for vehicles had an estimated effect of boosting GDP by around 0.5% 
and of reducing CIG hours by around 11.2 million.   
Purchases of domestic appliances and furniture were encouraged by a tax reduction of 20% on 
a maximum expenditure of EUR 10 thousand a year. In 2009, firms also benefited from 
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measures to reduce the costs of energy costs and of the acquisition of machinery and equip-
ment through tax credits on profits re-invested and accelerated depreciation. 
In 2010, policy intervention was concentrated in10 specific sectors and amounted to EUR 300 
million. The main measure adopted was a consumption bonus on expenditure on domestic ap-
pliances, furniture, motorbikes, energy efficient houses, agriculture and construction machinery 
and equipment, access to broadband for those under 30 and boating. In addition, the textile 
industry received EUR 70 million for firms investing in new lines.    
In February 2011, the Ministry of the Economy, the Banking association (ABI) and entrepreneur 
associations signed an agreement to reduce credit rationing for SMEs. The initiative allows 
SMEs to request an extension in the duration of loans, to cover risks relating to interest rate 
changes and to obtain increased financing for companies re-capitalising.   
In May 2011, the “Decreto Sviluppo” introduced a tax credit (equal to 90% of additional invest-
ment) for companies financing R&D projects in Universities and specific measures to support 
tourist areas. At present, after approval of the budget law for 2012-2014, the Government is 
working on a new set of measures to foster economic growth. The significant budget con-
straints, however, make it very difficult for measures to be adopted to sustain economic activity.  

Actions taken by employers and trade unions to maintain employment 

The most effective interaction between social partners and public authorities has been at re-
gional level. A large number of regional agreements have been signed by trade unions, em-
ployers and local authorities in order to re-organise the policy measures available, to identify the 
specific areas which have been most affected by the crisis, to sustain earnings and to maintain 
employment levels. 
At the national level, the most significant new development is the agreement signed by trade 
unions and employers in June 2011, which is intended to increase considerably the transparen-
cy of representation rules and reduce potential conflicts between different trade unions. In addi-
tion, the agreement establishes a new framework for the development of firm level contracts in 
order to increase production efficiency and reinforce the link between wages and productivity. 
The agreement also sets new rules and new limits for strike action promoted by trade unions.    
At the sectoral level, new agreements between employers and trade unions were signed in or-
der to maintain earnings and employment levels during the crisis. In particular, in December 
2009 an agreement in the chemicals industry was signed establishing the creation of a bilateral 
fund at company level, in order to support earnings of workers made redundant or temporarily 
laid-off and workers temporarily working part-time and participating in special training schemes. 
In addition, a new collective agreement in the metal-working sector signed in October 2009 
created a special income-support fund for workers affected by temporary lay-offs or short-time 
working as a result of the crisis. In the first two years, the fund is financed only by employers 
(EUR 2 a month for each worker). From 2013, workers will also be able to contribute to the fund 
on a voluntary basis (1 EUR a month).   

Employment prospects in the 12 selected sectors 

Tables 7 and 8 present medium and long-term projections of employment. Employment patterns 
in the next ten years will be mostly affected by overall economic developments and by the pro-
cess of structural change that seems to have accelerated during the crisis. According to 
CEDEFOP, projections of employment by sectors of activity confirm the declining trend in em-
ployment in agriculture. In contrast, service sectors are projected to continue to represent the 
most dynamic part of the economy. However, the importance of manufacturing in Italy is ex-
pected to continue to be high, with employment expanding over the period 2010-2020. 
The process of structural change in the economy is more evident in the cross-sectoral differ-
ences within manufacturing. Significant contractions in employment are expected in the Textile 
industry and Mining and quarrying but also in the production of motor vehicles. On the other 
hand, Italian specialisation in the production of machinery and equipment is forecast to contin-
ue, with relatively high growth in employment up to 2020.  
Significant differences are also evident within services. In particular, high growth of employment 
is expected in real estate and business services, which might reflect an expansion in outsourc-
ing.  Sustained growth of employment is also forecast in Accommodation and food services, 



355 

though employment in Financial and insurance activities is expected to decline. Finally in con-
struction, employment is expected to decline by around 8% between 2010 and 2020. 
 
Table 7 Sectoral employment forecasts 2010-2020 (Thousands) 

 2000 2005 2010 2015 2020 

% change 

 2010-2020 

Agriculture, forestry and fishing 1103 1019 995 812 689 -30.74 

Mining and quarrying 41 42 38 35 32 -15.46 

Manufacturing other 2406 2442 2343 2334 2336 -0.32 

Textiles 879 784 689 647 607 -11.94 

Chemicals (excl. Pharmaceuticals) 140 137 123 128 125 1.58 

Rubber and plastics, etc. 221 207 172 184 187 8.70 

Basic metals, etc. 137 140 129 129 124 -3.17 

Electronics, etc. 450 475 440 432 412 -6.29 

Machinery and equipment 587 636 554 515 806 45.53 

Motor vehicles 184 170 162 130 112 -30.77 

Electricity, gas, steam, water, etc. 144 131 130 122 110 -15.70 

Construction 1554 1866 1897 1779 1739 -8.33 

Wholesale and retail trade 3442 3571 3622 3636 3658 1.00 

Transportation and storage; communication 1225 1219 1181 1204 1192 0.97 

Accommodation and food service activities 965 1126 1217 1251 1287 5.77 

Financial and insurance activities 591 608 586 552 521 -11.03 

Real estate and business activities 2358 2871 3142 3421 3816 21.47 

Public and other services 6502 6953 7240 7481 7504 3.65 

All Industries 22930 24396 24658 24791 25257 2.43 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Projections of skill needs 

According to CEDEFOP, the development of skill needs in Italy will increasingly tend to favour 
specialised knowledge and competences. More specifically, the labour market is expected to 
become more polarised with an increasing demand for both high skilled and low skilled workers. 
In parallel, job opportunities for skilled and semi-skilled manual workers are expected to decline.  
The breakdown of forecasts by occupational category (Table. 7) suggests that, by 2020, in-
creases in labour demand will be concentrated on Technicians and associate professionals, 
managers and professionals. Moreover, demand for elementary workers is also projected to 
increase. In contrast, the demand for clerks and office workers is forecast to decline sharply, as 
is demand for agricultural workers.  
  
Table 8 Projections of employment demand by ISCO occupational categories, 2010-2020 
(thousands) 

 2000 2005 2010 2015 2020 

% change 

2010-2020 

Armed forces 222 237 247 280 282 14.23 

Legislators, senior officials and managers 1814 1954 2037 2092 2180 7.04 

Professionals 2196 2460 2569 2653 2706 5.36 

Technicians and associate professionals 4244 5038 5613 6136 6636 18.23 

Clerks 2846 2698 2444 2258 2113 -13.52 

Service workers and shop and market sales workers 2603 2840 3009 3085 3111 3.38 

Skilled agricultural and fishery workers 625 541 491 380 303 -38.18 

Craft and related trades workers 4085 4056 3644 3263 3060 -16.04 

Plant and machine operators and assemblers 2123 2180 2043 1988 2009 -1.67 

Elementary occupations 2172 2392 2562 2656 2856 11.50 

       

All occupations 22930 24396 24658 24791 25257 2.43 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 
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Concluding remarks 

The global economic crisis had major effects in Italy, with significant falls in GDP, productivity 
and employment. The Italian economy was hit particularly hard because of its structural weak-
nesses that remain evident in the slow pace of recovery. In particular, the production structure 
characterised by the importance of traditional manufacturing with a large number of SMEs, the 
limited importance of high-tech industries and low investment in R&D underlies the sharp reduc-
tion in production which occurred in 2008-2009. Part of this reduction appears to be permanent, 
since it reflects a process of structural change in the economy and developments in the interna-
tional division of labour that have been accelerated by the crisis. Moreover, the accumulation of 
a high level of public debt well before the crisis prevented the necessary measures to counter 
the impact of the crisis from being taken and subsequently to stimulate economic growth. The 
limited scale of the house price bubble in Italy and the general financial strength of Italian banks 
and families avoided an even more adverse outcome in terms of economic and social condi-
tions.   
Policy measures have been concentrated on the extension of existing measures in the case of 
job loss. During the crisis, the number of unemployed in receipt of some form of financial sup-
port increased. This extension of measures succeeded in limiting the economic and social im-
pact of the crisis. However, the use of policy tools to stimulate economic growth and employ-
ment has been limited and fragmented, mainly due to problems of public finances. This appears 
to be particularly important as regards future economic prospects. In the absence of policies 
aimed at sustaining the process of recovery it will be very difficult to increase employment levels 
substantially. The new budget measures for the period 2012-2013 clearly have the potential to 
push the economy back into recession since they will reduce internal demand significantly. In 
this perspective, the source of growth will be limited to exports, which will be affected by the 
growth of world trade and by the effectiveness of the restructuring undertaken by Italian firms 
during the crisis and subsequently. However, the lack of sustained investment in R&D and hu-
man capital and the limited importance of high-tech sectors in the economy cast some doubt on 
the potential of an export-led growth strategy to succeed. 
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Lithuania110 

Introduction 

The Baltic States were those EU countries that were hit hardest by the economic crisis. Similar 
to some EU cohesion countries (Ireland, Spain, Portugal, etc.), the inflow of external funds led 
to booming construction and consumption activity in the pre-crisis years. Hitherto, in Lithuania 
the economic slump was not only driven by the collapse of exports and industrial production, but 
to a great extent by the bust in the real estate sector and construction. Between the first quarter 
of 2008, when employment was at its peak, and the second quarter of 2010, the number em-
ployed fell from 1.537 million to 1.336 million, a net loss of jobs of some 200 thousand, or over 
13%. Although employment rose again slightly in the second half of 2010 and the first half of 
2011, when economic activity rebounded in Lithuania, the overall loss of jobs still accounts to 
more than 10% of the pre-crisis level.  
During the crisis the unemployment rate more than quadrupled, escalating from 3.9% in the 
third quarter of 2007 to 18.3% in the second quarter of 2010. The unemployment rate of men 
rose substantially stronger than that of women and the youth unemployment rate (persons aged 
15-25) escalated to almost 40%. The rebound of external and domestic demand however al-
lowed an amelioration of the situation in the labour market within the following one and a half 
years. Until the second quarter of 2011, the rate of unemployment declined to 15.6%. Simulta-
neously, also the employment rate, the proportion of working-age population (15-64) in work, 
rose again after a low in the second quarter of 2010 (56.7%). Nevertheless, in the second quar-
ter of 2011 the employment rate was with 60.8% still five percentage points lower than in the 
third quarter of 2007 (66%). Moreover, still about 50% of the unemployed are more than a year 
out of work. 
According to forecasts, employment is expected to rise by 2% annually in the period from 2012 
to 2014. However, since Lithuania was in the years of 2009 to 2011 strongly affected by emigra-
tion of idle labour force, stronger economic growth is likely to lead very soon to a shortage of 
skilled employees and to low growth in employment over the medium-term. 

The sectoral concentration of jobs losses 

Much of the job loss since the recession first began to affect employment has been concentrat-
ed in construction (about 40% of the total loss of jobs), which was a major source of job expan-
sion during the growth years. The number employed in the sector fell from a peak of 181 thou-
sand in the fourth quarter of 2007 to 96 thousand in the first quarter of 2010 and declined further 
to 90 thousand in the first quarter of 2011, a fall of 50% and a net loss of jobs of 91 thousand.  
Employment in wholesale and retail trade still grew throughout 2008, but declined from about 
280 thousand in the fourth quarter of 2008 to 235 thousand in the first quarter of 2011, a loss of 
45 thousand jobs. In manufacturing, the number of persons employed fell from 277 thousand to 
207 thousand, i.e. a reduction of 70 thousand. From its peak level in end-2007, employment in 
manufacturing had fallen by 25% by the first quarter of 2011. Since economic activity rebounded 
quite strongly in the second half of 2010 and the first half of 2011, also employment in manufac-
turing is expected to grow again, although in sluggish pace in the second half of 2011 and dur-
ing 2012.  

Changes in employment in the 12 selected sectors 

More detailed data indicate a dramatic slump in employment within manufacturing during the 
period of recession in the Motor vehicle industry and substantial reductions in Textiles (though 
this is part of a long-term downward trend), the Metal industry, Rubber and Plastics and in Elec-
trical and electronic equipment (Table 2). 
They also indicate that apart from Chemicals in all featured manufacturing subsectors a slight 
amelioration took place from 2010 to 2011. In almost all sectors, employment fell stronger than 

                                                           
110 Sebastian Leitner, The Vienna Institute for International Economic Studies – wiiw, Vienna. 
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output. Hitherto, productivity levels rose over the whole recession period 2007 to 2011. Only in 
Rubber and plastics, there is some ‘overhang’ of productivity. These developments imply that if 
output growth in manufacturing continues in the coming years, employment expansion is likely 
to take place. In the Motor vehicles industry and Electrical and electronic equipment some re-
bound of job creation already happened from 2010 to 2011. However, outside Manufacturing, 
some productivity overhang is still evident in Construction and the Distributive trades. 
 
Table 2 Changes in employment and implied productivity in selected sectors, 2007-2011 

    (% change between the first quarters of each year) 

  Number employed   Implied productivity 

  2007-08 2008-09 2009-10 2010-11   2007-08 2008-09 2009-10 2010-11 

Textiles -14.7 -24.8 -11.0 3.9   8.9 9.4 -8.4 18.9 

Chemicals 11.1 -1.8 -8.5 -4.5  53.6 -16.0 17.6 10.2 

Rubber, etc 3.8 -21.4 -17.2 5.0  -10.0 5.9 -16.8 21.5 

Metals -6.6 -17.8 -17.7 6.0  33.6 -5.7 -18.9 8.5 

Electronics -4.4 -18.3 -13.1 9.5  9.0 24.5 -15.5 10.7 

Machinery 16.7 -7.2 -17.7 3.6  2.5 46.8 -11.3 16.5 

Motor -5.8 -44.6 -38.5 11.4  6.7 60.8 -67.4 179.4 

Construction 12.9 -10.3 -33.4 13.1  20.2 15.9 -23.8 -5.7 

Distribution 7.8 -5.4 -12.8 0.3  4.7 6.6 -10.1 -5.2 

Hotels, etc 8.1 -3.6 -15.4 1.0       

Finance 5.3 15.1 16.2 .       

Business  12.5 -0.6 -8.5 7.2           

Note: Figures are based on LFS quarterly data. Figures in italics are based on National accounts data.  

Implied productivity is estimated as production at constant prices lagged two quarters divided by the number employed 

(the lag is intended to allow for the time it takes to adjust employment to change in output). For construction, data are 

based on the quarterly national accounts and implied productivity is estimated from constant-price value-added. In this 

case, no lag in the adjustment of employment to output is assumed, since the data suggest that employment adjusts to 

output very quickly. For Distribution, implied productivity is estimated from data on turnover in retaining at constant 

prices. 

Source: Eurostat, Short-term Business statistics except where indicated 

 
In the former sector the employment decline was over the whole period with about 25% severe 
and also in the latter, as in Hotels and restaurants, with a reduction of more than 10% in em-
ployment also significant. 
In Financial services, LFS figures suggest that employment was not already reduced in the 
midst of the crisis, but redundancies are likely to have happened in the period 2010 to 2011. 
Business services seem to have been hit much less than other sectors by the crisis. However 
also here a reduction of almost 10% of employment took place from 2008 to 2010, but thereafter 
the sector continued to experience with 7.2% again a high rate of employment growth. 

Policy measures implemented to maintain employment levels 

Short-time working arrangements 

Short-time working arrangements did not exist in Lithuania before the crisis. In April 2009, 
amendments to the Law on Employment Promotion provided for the possibility to combine STW 
and public works during idle time, within enterprises suffering from crisis and for the possibility 
to participate in vocational training and get a training grant for those warned about dismissal 
and who work on short-time work scheme. Under these measures, those companies which an-
nounce reductions in working time are able to organize public work for their employees and 
receive wage subsidies from the public employment service. Local public employment services 
can pay up to 100% of remuneration for public works (based on the minimum hourly wage) and 
reimburse the associated social security contributions. Part-time employees of companies fac-
ing temporary economic difficulties can also participate in public works organised outside their 
company. Thus, companies may retain their employees during the period of temporary disrup-
tion in their operation whilst employees earn additional income. Workers placed in part-time 
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work during reorganisation of their company as a result of economic difficulties can also receive 
vocational training with the aim of boosting employee retention in the company during difficult 
times or allow employees to acquire qualifications required by another employer. A training 
grant amounting to up to 70% of the minimum monthly wage is available for the time spent by 
an employee in vocational training. Although not directly related to support for those affected by 
short-time work and temporary lay-offs, workers who have been dismissed in these circum-
stances may also benefit from vocational training.  
Public works programmes for companies that introduce short-time working arrangements as 
described above where introduced in practice in October 2009. In 2009 3,384 employees were 
affected by this measure, in 2010, 7,888 and in 2011 (up to 1 November), 2,986. Over the peri-
od as a whole, therefore, public works covered 10,871 employees and 1,529 enterprises. 
Changes in working time 
Data on hours worked provide an insight into the extent to which jobs have been maintained by 
reducing average working time, through both the measure outlined above and the more general 
policies of employers. From 2007 to 2008 economic activity still grew at high pace. Also em-
ployment and average hours worked per person increased both by about 2% in the total econ-
omy. Thereafter, a strong reduction of hours worked took place, which continued until 2011. In 
Manufacturing sectors this development was even more pronounced. In Chemicals, Rubber and 
Plastics, Machinery and Motor vehicles industries the level of hours worked per person fell by 
almost 20% from 2007 to 2009. Although in total Manufacturing over the whole recession period 
hours worked per person fell in total by about 8% in Textiles, Chemicals, Electronics and Motor 
vehicles industries the level of 2007 was attained again by 2011 (Table 3). 
 

Table 3 Changes in average hours worked by those in employment, 2007-2011 

  (% change between the first quarters of each year) 

  2007-08 2008-09 2009-10 2010-11 

Total economy 2.2 -4.5 -1.2 -0.1 

Manufacturing 1.0 -9.7 -0.7 2.1 

Textiles, etc. -5.3 -6.1 2.5 10.4 

Chemicals -2.4 -3.0 1.2 6.0 

Rubber, etc -3.4 -15.0 6.2 6.6 

Metals -6.6 -12.6 2.4 13.0 

Electronics -2.6 -11.4 10.5 6.1 

Machinery -5.2 -11.9 3.6 10.8 

Motor vehicles -4.7 -14.4 10.3 14.0 

Construction -0.3 -7.7 2.7 3.6 

Source: Eurostat, quarterly national accounts for data on Total economy, Manufacturing and Construction; Eurostat, 

Sort-term Business Statistics for data on other sectors 

 
Surprisingly, average hours worked in Construction were reduced to a lower extent than in total 
Manufacturing, although the decline in output was even more pronounced in this sector.  

Active labour market policies 

Before the economic crisis measures of active labour market policies (ALMP) were not applied 
extensively in Lithuania. The expenditure for ALMP’s ranged between 0.15% and 0.23% of 
GDP, the average of the EU-27 ranged between 0.45% and 0.5% of GDP. In 2009 the funds 
were not raised substantially, while in 2010 expenditures an increase can be observed. The 
increase of the funds for ALMP’s has allowed to widen the services of the Public employment 
service, however due to the strong rise in registered unemployed the share of persons partici-
pating in active measures has dropped. Measures provided by the Public employment service, 
which were introduced or upgraded in the course of the economic crisis are described in detail 
below. 

Subsidised Employment Scheme for Young Persons 

In 2010 amendments to the Law on support for employment provided for an extension of the list 
of persons additionally supported in the labour market by adding thereto young people of work-
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ing  age (under  29) and those  starting their first career in accordance with the acquired qualifi-
cations. In case of failure to find jobs independently, these people are eligible to an active la-
bour market policy measure – subsidised employment. Before this amendment, young people 
under 29 were not attributed to individuals additionally supported in the labour market and thus 
were not eligible for subsidised employment; they neither belonged to any other group of per-
sons supported in the labour market. 
In addition, a subsidy scheme for social insurance contributions was introduced in order to pro-
mote the employment of young people starting their first career. Amendments to the Law on 
State Social Insurance were adopted, providing that employers will have to pay only 7.7% social 
insurance contributions instead of compulsory 31% for employees starting their first career with 
effect from 1 August 2010. These amendments are of a temporary nature and will be valid till 31 
July 2012. It applies to persons whose remuneration for work does not exceed three times the 
official minimum monthly wage (EUR 696). 

Programme for acquisition of professional skills  

Employers, who organise the acquisition of professional skills and employ persons assigned 
from labour exchanges, receive a subsidy to compensate for wages. Up to 2010 this kind of 
subsidy was limited up to a period of 3 months. An amendment to the Law on Support for Em-
ployment in 2010 stipulated the maximum duration of such measure to be 5 months or 12 
months for people starting their first career in accordance with the acquired qualifications. 

Public works programmes 

The applicability concerning public works programs were extended in an amendment to the Law 
on Support for Employment in 2010. Accordingly, public works may be not only be organised for 
the unemployed, but also for working-age employees who have been given a notice of dismis-
sal, students of comprehensive and vocational training schools during school holidays and part-
time employees of enterprises suffering economic difficulties. 

Support scheme for the development of small business  

The 2010 Law on Support for Employment stipulated that unemployed people willing to engage 
in individual activities on the basis of a business certificate shall receive reimbursement of the 
costs for acquisition of the business certificate and payment of State social insurance contribu-
tions. A subsidy in the amount of 25% of the official minimum monthly wage (EUR 58) shall be 
paid for each month of the activities transacted under business certificates. 
In addition, several tax- and duties-related measures were introduced to support small and me-
dium enterprises. The rate of personal income tax levied on net income derived from individual 
activities was reduced from 24% to 15%. The minimum period for issuing business certificates 
has been reduced to 5 days and the annual price for a business certificate has been reduced 
from EUR 417 to EUR 37. The rate of corporate income tax has been reduced to 5% for all en-
terprises whose number of employees does not exceed 10 and income does not exceed EUR 
145 thousand. A business plan has been standardised for being submitted to a tax administrator 
for the purpose of postponing tax payments.  

Actions taken by employers and trade unions to maintain jobs 

Pay freezes and pay cuts 

In the pre-crisis period from 2002 to 2007 wages and salaries rose swiftly in Lithuania, by 13.5% 
in nominal terms and 9.5% in real terms on average per anno. During the economic crisis the 
substantial fall in demand caused escalating unemployment figures in the private sector and the 
budget deficit to climb to 9.5% of GDP in 2009. Hitherto, the implemented austerity measures 
not only comprised cuts in public investments and transfers but also a pay cut for public em-
ployees up to 20%. From the third quarter 2008 to the first quarter of 2010 nominal average 
gross wages fell by 11% in the public sector. However, over the same period the decline was 
about 15% in the private sector. Since the coverage rate of collective agreements is quite low in 
Lithuania (only about 15% of total labour contracts are based on collective agreements) almost 
no pay cuts in the private sector were agreed upon on the sectoral level. 
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Employment prospects in the 12 selected sectors 

According to the CEDEFOP projections of labour demand up to 2020
111

 it is expected that total 
employment will rise in Lithuania by almost 8% in the period 2010 to 2020. Overall employment 
in the manufacturing sectors, which fell strongly due to the economic crisis, will rebound and 
grow even stronger (+11.3%) compared to the total economy. Especially in Machinery and 
equipment, Electronics and Chemicals industries substantial increases are projected. However 
the most prominent growth drivers of total employment will be real estate and business activi-
ties, which are expected to expand their employment by more than a third (Table 4).  
On the other hand, employment in three of the 12 sectors in particular is forecasted to be below 
the 2010 level in 2020. These are accommodation and food service activities, where the biggest 
decline is expected (by 22% as compared with 2010), textile and clothing manufacturing (where 
employment is projected to be 12% below the 2010 level), and financial and insurance services 
(2.6% lower). 
Over the longer-term up to 2020, employment will also continue to decline in mining and quarry-
ing (-11%), agriculture (-18%) and the utilities sectors (-21%). Contrary, the services sectors 
wholesale and retail trade and transport, storage and communications will further expand labour 
demand. Although there are currently constraints on public expenditure arising from the need to 
contain government borrowing, in the medium to long run, employment is likely to be expanded 
above average again in public services sectors like administration, education and health in par-
ticular.  
 
Table 4 Projections of employment demand by NACE sectors, 2010-2020 

 % employment change 

 2000-2010 2010-2020 

Agriculture, forestry and fishing -53.0 -17.9 

Mining and quarrying -9.3 -10.8 

Total manufacturing -15.5 11.3 

Textiles -46.7 -11.9 

Chemicals (excl. Pharmaceuticals) 113.6 12.1 

Rubber and plastics, etc. 197.2 0.4 

Basic metals, etc. . . 

Electronics, etc. -45.5 22.2 

Machinery and equipment -35.0 78.8 

Motor vehicles . . 

Electricity, gas, steam, water, etc. -36.8 -20.8 

Construction 15.4 0.9 

Wholesale and retail trade 24.1 5.8 

Transportation and storage; communication 3.4 8.5 

Accommodation and food service activities 40.3 -22.4 

Financial and insurance activities 51.7 -2.6 

Real estate and business activities 151.2 34.7 

Public and other services -3.4 16.4 

Total economy -5.7 7.9 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Projection of skill needs 

The sectoral pattern of growth projected over the medium and longer term has clear implications 
for future skill needs. According to the CEDEFOP projections of skill demand up to 2020

112
, the 

broad pattern of growth is expected to remain very similar in the future year compared to the 
development from 2000 to 2010. The main growth is likely to be for managers and professionals 
followed by technicians and associate professionals (Table 5). However, demand is projected to 
grow also for low skilled manual workers especially in service sectors but also in some manu-
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  CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 
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  CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 
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facturing subsectors. A reduction in demand, on the other hand, is projected for clerks and office 
workers and for skilled and semi-skilled manual workers (ISCO groups 4, 7 and 8), which were 
already hit most severely during the economic crisis. 
 
Table 5 Projections of employment demand by ISCO occupational group, 2010-2020 

 % employment change 

 2000-2010 2010-2020 

Managers (ISCO 1) 24.7 26.7 

Professionals (ISCO 2) 9.8 18.4 

Technicians and associate professionals (ISCO 3) 6.7 10.0 

Clerks, office workers (ISCO 4) -0.8 -3.4 

Sales and service workers (ISCO 5) 20.8 6.6 

Craft and related trades workers (ISCO 7) -14.1 -0.5 

Plant and machine operators, assemblers (ISCO 8) -6.8 -0.6 

Low skilled manual workers (ISCO 6+9) 8.7 10.7 

Total -4.0 8.3 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Concluding remarks 

The Lithuanian economy was the third hardest hit by the global financial crisis and the subse-
quent recession in the EU, when GDP dropped from 2008 to 2010 by about 16%. This was part-
ly because of the exposure of the national economy to external financing by the largely foreign 
owned banking sector which fuelled consumption growth and current account deficits and the 
property price bubble which had built up from 2001 to 2007. Much of the job growth before the 
onset of the recession and even more of the subsequent job losses were therefore in the con-
struction industry. At the same time, Lithuania has been hit by the contraction of external de-
mand, exports accounted for about 45% of GDP. Thus also employment in the manufacturing 
industry shrank by about 25%, while the drop was much lower in services sectors (except for 
wholesale and retail trade). The strong economic rebound in the second half of 2010 and first 
half of 2011 allowed for a stabilisation in the labour market although job growth still remained 
sluggish. The level of employment at the end of 2011 will still be about 10% below the pre-crisis 
times. Future prospects for recovery in employment depend very much on the behaviour of 
external trading partners and the ability of the Lithuanian producers to broaden their range of 
export products. Moreover a sustained growth of internal demand will only be possible if the 
deleveraging process of households and companies comes to an end.  
In the course of the Lithuanian government has implemented some measures aimed at main-
taining jobs and providing training for those made redundant although it refrained from providing 
sector-specific measures by large. The overall scale of these measures, however, is relatively 
small and they have had most probably only a small effect on levels of employment and unem-
ployment over the past 2-3 years. Though the training and wage subsidy programmes intro-
duced, will assist recovery, their expected contribution to job creation is small in relation to the 
scale of the employment problem which the economy faces.  
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Poland113 

Introduction 

Economic recession spared Poland, which was the only EU country to continue growing. How-
ever, in 2009 Poland’s GDP growth slowed down significantly, to 1.6% (from 6.8% in 2007 and 
5.1% in 2008). Recovery in 2010 was moderate – at least by the country’s own standards (GDP 
grew 3.8%). During the first half of 2011 growth accelerated somewhat, to 4.3% (year-on-year). 
It is expected to slow down in the second half of 2011. In 2011, GDP is expected to grow by 
close to 4%. If nothing dramatic happens in the euro area, GDP is projected to grow by 3-4% in 
2012 as well. 
The slowdown of 2009 brought some employment losses. The number employed fell from 
15,714 thousand in the first quarter of 2009 to 15,574 thousand in the first quarter of 2010. Dur-
ing 2010, employment recovered. The number employed in the first quarter of 2011 (15,865 
thousand) surpassed the pre-crisis level (15,505 thousand) recorded in the first quarter of 2008.  
The unemployment rate continued to decrease throughout much of 2008. In December 2008 
the rate of registered unemployment stood at 9.5% (quite low by historical standards). Unem-
ployment crept upwards throughout 2009 reaching 12.1% in December. Growth acceleration in 
2010-11, even if combined with some absolute gains in employment, has left the unemployment 
rate essentially unchanged, hovering around 12% (11.6% in August 2011). A simultaneous rise 
in the level of employment and the unemployment rate in 2010 (and currently) reflects the in-
crease in working-age population (by 230 thousand in the course of 2010, arguably also on 
account of increased return migration) and a rise in the activity rate (by 0.5 percentage points).  
A more pronounced reduction in unemployment requires a much faster growth of output. GDP 
growth rates falling short of around 5% a year are not sufficient to reduce unemployment rates. 
Moderate gains in output can be achieved by on-going ‘natural’ labour productivity improve-
ments, of which there are still large reserves, without much additional employment.   
While it can be optimistically assumed that growth will continue at a relatively modest rate in 
2011-2013, unemployment will certainly remain a serious problem. Of course, should a crisis 
strike the euro area again, Poland’s growth will slow down too and unemployment will rise 
again. The prospects of the euro area crisis getting out of control, and the possibility of the 
Polish authorities implementing a restrictive fiscal consolidation programme, are already having 
negative effects on the labour market. The number of vacancies registered with the labour offic-
es stood at 223 thousand during the second quarter of 2011 as compared with 333 thousand in 
the same period of 2008 and lower than in 2010 (see Table 1). 
 
 
Table 1 Vacancies 2008-2011, end of quarter (thousand) 

Quarter 2008 2009 2010 2011 

1 202.9 75.4 79.6 74.1 

2 171.9 72.0 69.7  

3 141.4 64.0 67.8  

4 91.4 51.6 58.9  

Source: Central Statistical Office, press release 22 June 2011. 

Changes in employment in the 12 selected sectors 

Table 2 indicates that in most of the 12 sectors selected for study the decline in employment 
occurred only in 2009-2010. But in ‘textiles’ and ‘machinery’ employment decline continued into 
the first quarter of 2011. This may well be a part of a longer-term trend. In the case of ‘textiles’ 
falling employment seems to represent an adjustment to falling demand while in the case of 
‘machinery’ the fall in employment seems to represent an effect of strongly improving productivi-
ty.   
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Table 2 Changes in employment and implied productivity in selected sectors, 2007-2011 
(% change between the first quarters of each year) 

        Number employed        Implied productivity 

  2007-08 2008-09 2009-10 2010-11   2007-08 2008-09 2009-10 2010-11 

Textiles -0.2 -15.6 -11.3 -0.4  8.2 7.9 2.9 6.7 

Chemicals 0.9 1.2 -1.5 2.4  4.5 -10.4 -3.2 36.6 

Rubber etc 8.6 -5.5 -0.5 6.3  -3.3 10.8 0.3 10.8 

Metals 5.3 -1.2 -4.0 6.9  4.1 5.2 -4.8 10.0 

Electronics 12.3 -7.4 -0.7 1.4  17.2 12.2 17.3 26.6 

Machinery 4.0 -2.3 -10.0 -9.4  11.8 11.8 -2.6 13.9 

Vehicles 10.0 -8.1 -4.9 10.8  2.4 15.4 -6.7 2.7 

Construction 6.8 3.7 -0.7 8.5  16.2 5.0 9.2 -0.8 

Distribution 2.7 1.6 -0.5 1.5  7.7 2.9 2.8 8.1 

Hotels etc 26.6 -9.1 1.8 4.4       

Finance 8.4 4.8 -6.3 10.6       

Business 3.5 0.8 4.3 4.9           

Note: Figures in italics are based on LFS quarterly data.  

Implied productivity is estimated as production at constant prices lagged two quarters divided by the number employed 

(the lag is intended to allow for the time it takes to adjust employment to change in output). For construction, data are 

based on the quarterly national accounts and implied productivity is estimated from constant-price value-added. In this 

case, no lag in the adjustment of employment to output is assumed, since the data suggest that employment adjusts to 

output very quickly. For Distribution, implied productivity is estimated from data on turnover in retaining at constant 

prices. 

Source: Eurostat 

 
Cumulatively, the employment losses suffered over the period 2009,Q1-2010,Q1 were offset dur-
ing 2010,Q1-2011,Q1 in a number of sectors (excluding ‘textiles’, ‘machinery’, ‘motor vehicles’, 
‘electronics’ and ‘hotels’).  However, the employment recovery appears to be under way in all 
sectors (excluding ‘textiles and ‘machinery’). In ‘motor vehicles’ and ‘hotels’ (as well as in ‘rubber’, 
‘metals’, ‘construction’, ‘finance’ and ‘business services’) the employment recovery over the 2000-
2011 period has been very strong.  
Losses in productivity in 2008-2009 and 2009-2010 were sporadic and relatively small. Sectors 
that suffered temporary productivity loss (e.g. chemicals over 2008-10) later on experienced 
huge productivity gains. Arguably, firms’ policy has been to temporarily retain ‘excess’ employ-
ment in expectation (correct as it turned out) of large increases in production and sales later on. 
As a rule, in most sectors falling employment was combined with rising productivity. Cumulative-
ly, over the period 2008,Q1-2011,Q1 all sectors made large gains in labour productivity. The 
largest cumulative productivity gain was made in ‘electronics’ (66.6%), the smallest in ‘metals’ 
(10.2%).  

Policy measures implemented to maintain employment levels 

Fiscal and monetary policy 

Public finances were affected by advancing recession relatively early. General government 
spending rose from 42.3% of the GDP in 2007 to 43.2% in 2008, 44.5% in 2009 and 45.7% in 
2010. Social spending rose from 16.1% of the GDP in 2007 to 16.4% in 2008 and as much as 
20.5% in 2009, with unemployment benefits increasing with the number unemployed (see 
Fig.1). The general government deficit rose from 1.9% in 2007 of GDP to 3.7% in 2008 and 
7.9% in 2010. Interest rates were reduced from 5% to 3.5% in 2009.  
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Fig. 1 Monthly unemployment benefits (million PLN) and the number of unemployed  
receiving benefits (thousand persons) 

 

Source: Central Statistical Office  

Specific measures  

As early as 2008 the Government introduced several pieces of legislation to safeguard financial 
stability. These included deposit guarantees (up to EUR 50,000) and schemes to provide state-
backed emergency assistance to banks and other financial institutions. (In practice, these 
schemes remained inoperative because the financial system weathered the crisis well). The 
government, in addition, set up a system of guarantees (totalling the equivalent of about EUR 
10 billion) for domestic firms, introduced higher tax credits to newly established firms and prom-
ised to liberalise regulations governing  public tenders (the aim being to facilitate, and speed up, 
spending on publicly-financed investment projects). The government also pledged to assist 
households unable, because of job loss, to service their mortgages.  
The Ministry of Regional Development assigned over PLN 700 million (about EUR 170 million), 
co-financed from EU funds to measures for increasing employee mobility. The funds were ear-
marked for supplements to employees commuting at distances greater than 50 kms and for 
incentive payments to employees who would accept lower-paid jobs. Assistance was also ex-
tended to young people entering the labour market. In 2010, PLN 323.4 million was assigned to 
training for those under 30. Support was given to around 45 thousand people. These funds 
were used, among others things, for vocational training, trainee programmes and courses to 
prepare people to set up businesses on their own.  

The ‘Anti-Crisis Package’ of July, 1 2009  

An ‘anti-crisis package’ specifically designed to support employers and to protect employees 
was passed by the Parliament on the 1

st
 July 2009. The provisions included in the package had 

been prepared in co-operation with trade unions and employers’ organisations. These consisted 
mainly of the following

114
: 

1. The introduction of flexible working time enabling employers to adjust working hours to 
business needs. Firms were given the right to demand resumption of work more than 
once during 24 hours, without having to offer overtime payments. Firms were also enti-
tled to settle working hour accounts over a 12-month period and to defer payment for 
overtime working for up to 12 months.   
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  http://www.mpips.gov.pl/pakiet-antykryzysowy/tematy-przyjetego-autonomicznie-pakietu-dzialan-antykryzysowych/  
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2. Firms facing temporary (well-defined and well attested) financial difficulties resulting 
from e.g. large reductions in sales were given the right to reduce working hours for a 
period of up to 6 months, up to half of full working time. The working time reduction was 
associated with wage reductions. Employees were given supplements partly compen-
sating for the loss of income (70% of unemployment benefits). Employees undertaking 
training or post-graduate studies during the period of reduced working time were enti-
tled to scholarships equivalent to the value of the unemployment benefit. 

3. Firms not facing well-attested temporary difficulties were also given the right to reduce 
working hours and/or wages flexibly (e.g. without having to renegotiate work contracts). 
But such firms (or rather their employees) were not eligible for subsidies compensating 
for the loss of earnings.  

4. Employees of firms forced to stop production could be asked to accept reduced wages 
supplemented by payments out of the unemployment benefit fund. Social security con-
tributions could also be covered by this fund (for up to 6 months). 

5. The total duration of fixed-term employment contracts were limited to a maximum of 24 
months.   

 
The provisions of the Anti-Crisis Package are due to expire by the end of 2011.  
As at mid-August 2011, 1060 firms had made use of the entitlement to defer payment for overtime 
work. Most of them (592) were in manufacturing, followed by construction (116), distribution (109) 
and hotels (41).  Only 9 firms in the financial service sector used the entitlement in question.   
Some 155 firms were attested as being ‘temporarily in crisis-related financial difficulties’. The 
subsidies they have requested total PLN 21.8 million (of which PLN 17.8 million have already 
been approved). The number of employees to benefit from these subsidies is not large, only 
12,347, less than 0.1% of total employment. The amount of subsidies paid out under the Pack-
age has turned out to be similarly small (amounting to around 0.0015% of GDP).       

Changes in working time 

Data on hours worked provide an insight into the extent to which jobs have been maintained by 
reducing average working time (Table 3). Cuts in hours worked were significant between 
2008,Q1 and 2009,Q1, especially in manufacturing and construction. Arguably, these cuts 
helped to preserve jobs. It should be noted that the acceleration in growth between 2009,Q1 
and 2010,Q1 was combined with a lengthening of working hours, particularly in manufacturing 
and by much the same amount as the earlier reduction.  
Over the most recent period (2010,Q1-2011,Q1) working hours declined again – but this time very 
little, perhaps representing a resumption of the long-term downward trend. It is worth noticing that 
the large cut in working hours between the first quarters of 2008 and 2009 preceded the inaugura-
tion of the ‘Anti-Crisis Package’ (above) which went into effect in the second half of 2009. In prac-
tice, firms were apparently free to reduce working hours even before the Package became law. 
 
Table 3 Changes in average hours worked by those in employment, 2007-2011 
(% change between the first quarters of each year) 

  2007-08 2008-09 2009-10 2010-11 

Total economy 0.0 -2.7 1.8 -0.7 

Manufacturing -2.1 -7.0 7.0 -0.5 

Construction -1.4 -4.6 3.1 -0.4 

Finance, real estate -0.4 -0.5 1.2 -1.8 

Source: Eurostat, quarterly national accounts for data on Total economy, Manufacturing and Construction; Eurostat, 

Short-term Business Statistics for data Finance and real estate. 

Changes in the average wage rates 

Several interesting facts emerge from Table 4. First, it appears that even in sectors with con-
sistently declining employment (textiles, machinery) wages generally have kept up with the av-
erage. Secondly, the short-term changes in productivity appear to be virtually unrelated to 
changes in average wages.  Thirdly, while in the longer-run wage rates tend across sectors to 
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rise at roughly similar speeds, wages in sectors with lower wage levels may rise a little faster. 
For example, while the average wage in the highest-wage sector (chemicals) rose by 18.7% 
cumulatively (2011,Q1 relative to 2007,Q1) the average wage in the lowest-wage sector (tex-
tiles) rose by 29.4%. The three facts listed above suggest a certain degree of nominal inflexibil-
ity. Mechanisms seem to be at work preventing rapid adjustment in wage levels, at least at the 
sector level. Because the levels of unemployment have been persistently high in Poland, while 
Trade Unions are fragmented and essentially powerless, the inflexibility in question is an aspect 
of a free-market mechanism that emerged more or less spontaneously. As such this mechanism 
must serve well the interests of firms – as well as of the employed. 
 Another, perhaps rather obvious, conclusion from the data in Table 4 relates to the fact that 
while wages grew significantly in 2007 (reflecting o high GDP growth), they grew at a much 
lower rate later on. Importantly, despite cuts in employment (and rising unemployment) wages 
grew in both nominal and real terms during this later period as well.  
 
Table 4 Average wages (enterprise sector), PLN 
(% change between the first quarters of each year) 

      Average monthly gross wage
1
, 1

st
 quarter      % change 

  2008 2009 2010 2010    2007-08 2008-09 2009-10 2010-11 

Textiles
2
 1614 1692 1802 1908  9.4 4.8 6.5 5.9 

Chemicals 3532 3855 4017 4154  0.9 9.1 4.2 3.4 

Rubber  2802 2844 3081 3198  15.3 1.5 8.3 3.8 

Metals
3
 2724 2805 2912 3139  14.1 3.0 3.8 7.8 

Electronics
5
 2957 3144 3280 3493  19.5 6.3 4.3 6.5 

Machnery
6
 2912 3088 3292 3532  8.9 6.0 6.6 7.3 

Vehicles 3055 3059 3450 3571  9.3 0.1 12.8 3.5 

Construction 3088 3303 3338 3482  19.9 7.0 1.1 4.3 

Distribution 2874 3035 3078 3212  17.1 5.6 1.4 4.4 

Hotels 2216 2299 2375 2436  15.4 3.7 3.3 2.6 

Finance   5736 6229     8.6 

Business  3098 3292 3426 3544  16.7 6.3 4.1 3.4 

Total  3058 3225 3341 3479  11.7 5.5 3.6 4.1 

Source: Central Statistical Office. 1) Average wage in the enterprise sector; 2) Manufacture of wearing apparel; 3) Man-

ufacture of fabricated metal products, except machinery and equipment; 5) Manufacture of electrical equipment; 6) 

Manufacturing of machinery and equipment nec.  

Employment prospects  

Forecasting employment is not one of the preferred activities of Polish research centres. There is 
therefore a need to refer to outside sources. Table 5, below, reproduces recent CEDEFOP em-
ployment forecasts by broad economic sectors. The CEDEFOP forecast seems reasonable. Cer-
tainly it seems more plausible than the (more detailed) recent Ernst and Young longer-term em-
ployment forecasts. According to the E&Y forecast Poland’s total employment will fall to 14486 
thousand by 2020. The total decline in employment between 2010 and 2020 would then reach 
772 thousand (against 249 thousand according to CEDEFOP). It may be added that according to 
the recent wiiw projections, average employment in 2013 is set to reach 16250 thousand

115
.  

 
Table 5 Sectoral employment forecasts 2000-2020 (changes, in thousands) 

 2010 2020 Change 2020-2010 2015-2020 

Primary sector and utilities 2408 1539 -869 -137 

Manufacturing  3281 3022 -259 -75 

Construction 1067 1163 96 91 

Distribution and transport 3646 4072 426 62 

Business  and other services 1854 2218 364 5 

Non-marketed services 3006 2997 -9 104 
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Total 15262 15012 -249 -96 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Projection of skill needs 

According to the CEDEFOP projections of skill demand up to 2020
116

, the main growth is likely to 
be for sales and service workers followed by professionals (Table 6). The demand for other skill 
groups is projected to remain unchanged or to fall. While the decline in demand for skilled agricul-
tural workers is indeed highly possible (and in all probability will be stronger than envisaged by 
CEDEFOP) it is hard to believe that the demand for technicians and plant and machine operators 
and assemblers will fall radically in the coming years. The demand for these types of skills has 
increased sharply since 2000. There is little reason to believe that this tendency will be reversed 
anytime soon. 
 
Table 6 Projections of employment demand by ISCO occupational group, 2010-2020 

Levels (000s) 2000 2005 2010 2015 2020 

Armed forces 31 54 64 63 63 

Legislators, senior officials and managers 855 880 1056 1025 1026 

Professionals 1964 2117 2534 2517 2563 

Technicians and associate professionals 1497 1596 1896 1822 1810 

Clerks 1019 1081 1296 1260 1257 

Service workers and shop and market sales workers 1371 1422 1731 1719 1783 

Skilled agricultural and fishery workers 2253 2215 1862 1648 1520 

Craft and related trades workers 2226 2222 2603 2542 2550 

Plant and machine operators and assemblers 1351 1373 1528 1348 1280 

Elementary occupations 1057 1115 1290 1237 1233 

All occupations 13624 14074 15861 15181 15085 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Concluding remarks 

The Polish economy was not hit particularly hard by the global financial crisis and subsequent 
recession: growth slowed down, but remained positive. This was partly because (1) Poland’s 
banking sector had not engaged in irresponsible practices; (2) Poland’s currency weakened 
markedly against the euro, which limited export losses and helped to reduce imports; (3) being a 
large and diversified economy less dependent on exports than others, Poland was able better to 
withstand negative shocks; (4) there was a strongly expansionary fiscal policy.  
The Government implemented a range of precautionary measures to counter the economic 
downturn aimed at maintaining jobs and providing training for those made redundant. The over-
all scale of these measures, however, turned out to be relatively small – though, on the other 
hand, the slowdown turned out to be much milder than initially feared.  
Recovery, however, remains relatively limited. Under Polish conditions, characterised by rela-
tively large reserves of potential labour productivity gains, the moderate pace of growth of de-
mand and output likely in the near future, unemployment will decline very slowly. Even if em-
ployment were to increase, unemployment might not come down because of demographic de-
velopments. It is important to pursue an active labour market policy in the coming to upgrade 
the skills of the labour force and increase the chances of reducing unemployment significantly. 
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Finland117 

Introduction 

In economic terms, Finland was hit harder than most other EU countries by the global economic 
recession. Real GDP declined by over 9% from the peak in mid–2008 to the second quarter of 
2009, led by declining export volumes which fell by close to one third. This extraordinary col-
lapse in trade can to a large extent be attributed to the composition of Finnish exports, with a 
high dependence on information and communication technology (ICT), forestry industry prod-
ucts and capital goods. 
In terms of employment, however, Finland was less hit by the economic recession than most EU 
countries. Between the first quarter of 2008 and the first quarter of 2010, the number employed fell 
from 2474 thousand to 2388 thousand, a net loss of jobs of some 86 thousand, or 23.5%. Job loss 
ended in first quarter of 2010 and since then employment has increased by 20 thousand.  
The annual unemployment rate increased from 6.4% in 2008 rapidly to 8.2% in 2009, and more 
slowly to 8.4% in 2010. The increase of unemployment has hit more men than women. Among 
men the unemployment rate increased between 2008 and 2010 from 6.1% to 9.1%, while the 
increase was more moderate among women from 6.7% to 7.6%.  
The employment rate, the proportion of working-age population (15-64) in work, therefore, de-
clined from 70.6% in 2008 to 68.3% in 2009 and down to 67.8% in 2010.  
 
Table 1 Key indicators in the Finnish Labour Force Survey by gender in 2008-2010 

  2008 2009 2010 2008-2010 

Employment rate (15-64) Total 70,6 68,3 67,8 -2,8 

Males 72,3 68,8 68,7 -3,6 

Females 68,9 67,9 66,9 -2 

Unemployment rate (15-74) Total 6,4 8,2 8,4 2 

Males 6,1 8,9 9,1 3 

Females 6,7 7,6 7,6 0,9 

Source: Statistics Finland, Labour Force Survey 2010 

 
According to latest national forecasts, employment is expected to rise moderately in 2012. Min-
istry of Finance (Economic Survey October 2011) is expecting 1.8% economic growth for the 
year 2012

118
. Employment will increase slowly over the next few years, nu around 0.5%. Eco-

nomic growth will be slowed by the climate of economic uncertainty, and businesses are in-
creasingly cautious in recruiting new people. The Ministry of Employment and the Economy 
(May 2011) is expecting that employment will increase by around 25,000 in 2012. New jobs will 
be created mainly in the service sector. The Labour Institute for Economic Research 
(30.08.2011) forecasts that due to slowing economic growth in the latter part of 2011 and 2012, 
employment growth will nevertheless start to taper off. In 2012 employment growth will continue 
at around 0.5%, which is still well below the growth in the past before the crisis. Nevertheless, it 
is expected that 12,000 new jobs will be created in 2012

119
.  

Changes in employment 2008-2010 

Figure 1 shows a time series over 20 years for changes in the number of employed by gender. 
Whereas a steep drop (-60 000) can be seen in the number of men employed in 2009, the situa-
tion was brighter in 2010, the employment of men increasing by 4,000. The number of women 
employed fell by further 14,000 in 2010, or by as much as in the previous year. 
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The same phenomenon can be seen in changes in the number of employed over the 2009-2010 
period as in the years 1991 to 1994. Then, too, the employment of men declined by more than 
that of women but then correspondingly increased faster than that of women after that. After eco-
nomic downturns, the employment of women tends to improve with a longer lag than that of men. 
Figure 1 Change from the previous year in the number of employed by sex in 1990–2010: 
Statistics Finland, Labour Force Survey 2010. 

 
Table 2 Employed persons aged 15-74 by gender, socio-economic group, age and sector 
in 2008– 2010 

 2008 2009 2010 2008-2010 % 

Total  2531 2457 2447 -84 -3 % 

Men 1315 1255 1259 -56 -4 % 

Women 1216 1202 1188 -28 -2 % 

      

Socio-economic status      

Upper-level employees    607 603 626 19 3 % 

Lower-level employees    830 816 805 -25 -3 % 

Manual workers     764 697 682 -82 -11 % 

Self-employed persons and unpaidfamily workers 324 334 328 4 1 %  

      

Age      

15-24  285 253 249 -36 -13 % 

25-34  540 531 530 -10 -2 % 

35-44  596 576 560 -36 -6 % 

45-54  647 632  626 -21 -3 % 

55-64  430 431 445 15 3 % 

65-74  34 34 37 3 9 % 

      

Sectors      

A-B   Agriculture, mining (01-09) 119 119 115 -4 -3 

C   Manufacturing (10-33) 417 379 362 -55 -13 

D, E   Electricity  (35-39) 25 27 26 1 3 

F   Construction (41-43) 186 175 172 -14 -7 

G  Wholesale and retail trade (45-47) 311 296 298 -12 -4 

H   Transport  (49-53) 153 153 156 3 2 

I   Accommodation, restaurants  (55-56) 88 85 83 -6 -7 
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J   Information and communication (58-63) 95 94 95 0 0 

K, L   Finance, insurance, real estate (64-68) 71 70 71 -1 -1 

M-X Other services (69-99) 1065 1060 1069 4 0 

Source: Statistics Finland, Labour Force Survey 2010 

Table 2 shows the number of employed by gender, age and socio-economic group in 2008-
2010. The number of employed declined by most in the 15 to 24 and 34 to 45 age groups. By 
contrast, employment increased in the two oldest age groups. In terms of socio-economic 
group, employment declined by most among manual workers and lower-level employees. By 
contrast, employment among upper-level employees grew by 3%. 
Table 2 shows also the number of employed by industry in 2008-2010. Much of the job loss 
since the recession first began to affect employment has been concentrated in Manufacturing. 
The number employed in the sector fell from 417 thousand in 2008 to 362 thousand in 2010, a 
fall of 13% and a net loss of jobs of 55 thousand. Over the same period, the number employed 
in construction fell from 186 thousand to 172 thousand, a reduction of 14 thousand (7%). A simi-
lar decline occurred in accommodation (7%). Changes in employment were minor in other in-
dustries. 

Changes in employment in the 12 selected sectors 

More detailed data indicate a substantial decline in employment within manufacturing during the 
period of recession in Electrical and electronic equipment, the Metal industry, and Rubber and 
plastic industry, and a small decline in Chemicals and Machinery industries (Table 3). Com-
pared to manufacturing industries, changes in employment have been smaller in other sectors 
like Construction, Distribution, and Hotels. Finance and Business services seem to the only 
sectors in which employment has grown during the recession years, except in 2009.  
 
Table 3 Changes in employment and implied productivity in selected sectors, 2007-2011 

    (% change between the first quarters of each year) 

  Number employed   Implied productivity 

  2007-08 2008-09 2009-10 2010-11   2007-08 2008-09 2009-10 2010-11 

Textiles  -0,4 -1,4 0,2           

Chemicals 19,1 -26,4 -1,1 -1,0       

Rubber etc -8,8 -2,8 -8,2 -6,4      

Metals -1,7 5,1 -9,9 -4,7      

Electronics -0,3 -5,3 -7,0 -11,5      

Machinery -4,1 11,4 -11,9 -0,4  14,9 -6,6 -20,3 10,7 

Motor          

Construction 9,3 -0,5 -6,6 1,9  4,3 8,3 -5,3 9,0 

Distribution 2,9 -2,0 -4,0 0,8  2,5 1,6 1,5 3,1 

Hotels, etc -0,3 -2,3 -1,9 -2,1       

Finance  2,7 -3,9 2,5       

Business   0,6 -1,8 8,1           

Note: Figures in italics are based on LFS quarterly data. Data for employment in Motor industry are too small to be 

reliable 

Implied productivity is estimated as production at constant prices lagged two quarters divided by the number employed 

(the lag is intended to allow for the time it takes to adjust employment to change in output). For construction, data are 

based on the quarterly national accounts and implied productivity is estimated from constant-price value-added. In this 

case, no lag in the adjustment of employment to output is assumed, since the data suggest that employment adjusts to 

output very quickly. For Distribution, implied productivity is estimated from data on turnover in retaining at constant 

prices. 

Source: Eurostat, Short-term Business statistics except where indicated 

 
For some sectors, data can also be estimated for implied productivity (production per hour 
worked). In Machinery industry implied productivity declined in 2008 and 2009. However, im-
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plied productivity began to grow again in 2010. In Construction and Distribution implied produc-
tivity increased during the recession years (except in 2009 in Construction). 
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Policy measures implemented to maintain employment levels 

Government’s economic stimulus packages  

In order to moderate the impact of the global economic recession on the Finnish economy and 
labour markets, the government has published three economic stimulus packages. The first 
economic stimulus package was published in November 2008 and the second in January 
2009

120
. Put together, the fiscal stimulus measures were total €3bn, or some 1.7% of GDP. Ac-

cording to the government, this was the third largest fiscal boost in the European Union
121

.   
In its latter package the government increased spending by €1.2bn and cut taxes by €833m. 
Spending was focused on transport infrastructure and construction (€140m), while taxes were 
cut by reducing employers’ social insurance contributions. Unemployed workers were able to 
obtain training more easily than before, and entrepreneurs were granted start-up funding for 
launching new businesses. The increase in state spending was expected to create 17,000 jobs 
directly and 25,000 indirectly by 2011.  
Furthermore, the same budget contained a €60bn guarantee and investment loan to the bank-
ing system. Banks that received this support had to commit themselves to financing small and 
medium sized enterprises. They also had to accept limits on the level of bonuses paid to bank 
directors. The social partners welcomed the stimulus package, with trade unions highlighting the 
emphasis on construction projects while the Confederation of Finnish Industries considered it a 
positive step towards supporting economic revival. 
The third economic stimulus package was published in September 2009 as a part of the draft 
2010 budget. The separate stimulus package (€330 million) was mainly allocated to the con-
struction, wood processing, shipyard industries, and for research and development. The aim 
was to create 10,000 new jobs in 2010. As part of the stimulus measures, there was also in-
come tax relief for low earners and pensioners. The draft budget received a mixed reaction from 
the social partners. Both the trade union and employer side have criticised the stimulus package 
as they believe that it will not have a sufficient impact on employment

122
.  

Temporary layoffs  

In manufacturing and construction, temporary layoffs have been an important means of avoiding 
permanent dismissals during the economic crisis. Employment legislation in Finland enables 
employers to put workers on temporary unpaid leave. For example, a factory might put its work-
ers on one month unpaid leave in order to avoid permanent layoffs. Compared to a permanent 
dismissal, a temporary layoff offers hope that the company will soon resume normal operations 
and workers will be needed for business as usual. 
In Finland, temporary layoff of employees refers to the temporary interruption of work and pay 
on the employer's initiative, while the employment relationship continues in all other respects. 
The employer may lay off an employee only if the amount of work, or the employer's potential to 
offer work, has diminished because of a financial or production related reason. The layoff can 
be based on the employer's unilateral decision, or on a mutually agreed basis. Depending on 
the need for layoffs, the employer may lay off the employee either entirely, or by reducing the 
regular weekly or daily working hours, in accordance with the Working Hours Act or the em-
ployment contract. If it is estimated that the work has diminished temporarily, the employer is 
entitled to lay off the employee only for the estimated period of diminished work. The employer 
is also entitled to change the employment relationship unilaterally into a part-time relationship 
on economic or production-related grounds. 
To qualify for the benefits, employees must have been member of an unemployment fund dur-
ing the 10 preceding months and have worked 10 months with a working time of minimum 18 
hours a week during the 28 preceding months. Employees not entitled to benefit from trade 
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union funds can receive only the basic security. The payment of benefits starts after 7 working 
days of unemployment. 
Compensation for STW or temporary layoff is paid through the unemployment benefit system. 
Therefore, depending on their employment/insurance history, employees may be paid through 
an earnings-related scheme or a basic unemployment benefit scheme. Earnings related allow-
ances are paid by the unemployment insurance fund to which the beneficiary belongs, whilst 
basic allowances/ labour market support are paid by the Social Insurance Institution. In all cases 
the local employment office has to provide confirmation every 3 weeks that the person fulfils the 
criteria for payment. 
Temporary legislation concerning unemployment benefits for workers who have been partly laid 
off came to effect in the beginning of 2010. Workers whose hours have been reduced by one or 
more full days/week are entitled to full unemployment benefits for the days they have been laid 
off. Before all partly laid off workers were entitled to receive only an adjusted unemployment 
benefit. This temporary statute was in effect until the 2

nd
 January 2011. When a worker's salary 

is reduced based on reasons related to employer’s economic situation, the amount of the un-
employment benefit is defined based on the amount of the salary as it was before the reduction. 
This temporary statute concerned salaries earned in 2010 and 2011. 
The number of people laid off began to increase at the end of 2008. In 2009 on average over 30 
thousand employees were on lay off while the corresponding figure before the crisis was around 
7 thousand. The number of people lay-off began to decline in the second quarter of 2010. At the 
end of 2010 the figure was 18 thousand (Figure 2). Reduced working time has played a minor 
role in Finland. 
 
Figure 2 Number of laid-off persons and persons on reduced working time 2008–2011 by 
quarter 

 
Source: The Ministry of Employment and the Economy, Employment Service Statistics 

Changes in working time 

Over the economy as a whole, average hours per employed fell by 2-3% a year during 2008 
and 2009. In manufacturing and construction the decline was even more obvious (around 5% in 
2008 and 2009) (Table 4). Since then – especially in 2009 - these reductions have been fol-
lowed by increases in average working time, signalling perhaps a reluctance of employers to 
expand their work force until future prospects become clearer.  
In 2010, the average annual number of hours worked by person in employment was 1,633, as 
against 1,611 hours in 2009. The growth in the number of hours worked was also due to a re-
duction in the number of temporary lay-offs.  
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Table 4 Changes in average hours worked by those in employment, 2007-2011 

  (% change between the first quarters of each year) 

  2007-08 2008-09 2009-10 2010-11 

Total economy -2,7 -2,4 3,5 -0,2 

Manufacturing -4,7 -4,9 +7,4 +4,2 

Chemical -2,0 -0,8 +9,3 +5,1 

Rubber etc -3,6 -4,5 +3,2 +10,9 

Electronics -3,9 -4,5 +5,2 -2,6 

Machinery +9,4 -16,9 +3,5 +1,2 

Motor     

Construction -4,9 -5,3 +4,1 +1,3 

Source: Eurostat, quarterly national accounts for data on Total economy,, Manufacturing and Construction; Eurostat, 

Sort-term Business Statistics for data on other sectors 

Active labour market policy measures 

The Employment and Economic Development Administration uses labour market policy 
measures to increase the effectiveness of labour market activities and emphasises active 
measures instead of passive unemployment security. Labour market policy measures also aim 
to equalize regional differences in unemployment

123
.  

An employment subsidy measure is money granted to an employer in order to hire someone 
unemployed. Using employment subsidy measures an unemployed person can be employed at 
government agencies and institutes, municipal authorities or in the private sector. These subsi-
dy measures also include apprenticeship and start-up grants as well as placement under sup-
plementary part-time benefit. During 2008-2010 the number of people participating in different 
employment subsidy measures declined by 1300 (4%) (Table 5). 
Labour market support traineeship/coaching for working life: A PES office can assign young 
labour market subsidy recipients without vocational education to a traineeship at a workplace in 
order to familiarise them with working life. Coaching for working life is a measure equivalent to 
trainee work intended for those who are over the age of 25 or have a vocational education. 
Traineeships and coaching for working life support return to employment and promote work 
placement and professional training. People can be assigned to traineeships or coaching for 
working life in central government, municipalities, municipal authorities, other community bod-
ies, foundations or businesses. During 2008-2010 the number participating in trainee work and 
coaching for working life increased by 3,300 (34%).  
Labour market adult education, also known as labour market training, is funded by the Employ-
ment and Economic Development Administration and is primarily designed for unemployed 
jobseekers and those under threat of losing their jobs. The aim of the training is to teach voca-
tional skills to improve employability and is intended for those over the age of 20. Labour market 
training is arranged at vocational adult education centres and other vocational institutes and 
universities. It can also be arranged by private training organisers. During 2008-2010 the num-
ber participating in labour market training increased by 7,800 (31%).  
Job alternation leave refers to arrangements by which employees, in accordance with a job 
alternation agreement signed with their employer, are released for a certain period from their job 
and the employer simultaneously hires someone registered as unemployed at a TE Office to 
replace them for that period. During 2008-2010, however, the number in job alternation places 
declined by 1,200 (16%). 
Rehabilitative work is intended for the long-term unemployed to improve their employability. It is 
based on an activation plan put together by the unemployed, the PES and the municipality so-
cial service. Municipalities have an obligation to arrange such work for the long-term unem-
ployed. During 2008-2010 the number of people participating in the scheme increased by 2,300 
(40%).  
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Self-motivated studies supported by unemployment benefit are available for old jobseekers over 
25. The PES has to identify the particular education needed to improve the vocational skills of 
those concerned and increase their opportunities in the labour markets. Unemployment benefits 
are payable only for full-time studies. This measure started in 2010 by covering 6,100.  
Overall, the number participating in different active labour market measures increased during 
2008-2010 by 17,100 (21%).  
 
Table 5 Employment and training and other active labour market policy measures 2008-
2010 

 2008 2009 2010 2008-2010 

Municipalities’ wage subsidy 8400 7599 8600 200 

Private companies’ wage subsidy 18700 16700 17800 -900 

Employment subsidy to the state 1200 1200 1500 300 

Start-up grants 4800 5000 5400 600 

Other employment subsidy measures 2300 2500 890 -1410 

Employment subsidy measures total 35400 33000 34100 -1300 

Labour market training 25000 27900 32800 7800 

Trainee work/coaching for working life 9700 10400 13000 3300 

In job alternation places 7300 6100 6100 -1200 

Rehabilitative work 5700 6400 8000 2300 

Self-motivated studies - - 6100 6100 

Measures total 83000 83800 100100 17100 

 
People participating in different training or subsidised employment measures, compiled by the 
Ministry of Employment and the Economy. Average figures at the end of each month. The types 
of measure vary over time. Source: The Ministry of Employment and the Economy, Employment 
Service Statistics 

Actions taken by employers and trade unions to maintain employment 

Collective bargaining 

The social partners over the period 1995-2007 adopted ‘National Income Policy Agreements’ 
every two years to coordinate wage settlements. These tri-partite agreements have involved 
government policies, which, in the past, have taken the form, for example, of tax reductions (on 
the basis that unions and employers agree to moderate wage growth), an increase in statutory 
redundancy payments and an improvement in maternity and parental leave. Almost all work 
related legislation or policies are drawn up by government (the Department of Labour) with the 
social partners. The national income agreements are implemented at sectoral level and legally 
binding on all companies. Trade union membership covers 70% of the work force and collective 
bargaining 100%.  
The national agreements came to an end in 2007 as employers felt that the ‘solidaristic’ income 
policy did not reflect differing levels of industry productivity; highlighting the increasingly seg-
mented nature of work across the economy. But, sectoral agreements still coordinate wages, 
are legally binding and include almost all employees.  
In 2008, the Confederation of Finnish Industries (EK) announced that sectoral, company and 
even individual-level bargaining was to be the negotiation model of the future, and that the peri-
od of blanket wage policy offering equal pay increases in every sector of the economy and em-
ployee group had come to an end. Particular industries, such as metalworking, chemicals and or 
the technology sector, are seen to act as pacemakers for other industry-level negotiations.  
Negotiations in Finland for 2010 and 2011 turned out to be protracted during the course of 2009 
and 2010. The employer side has offered a so-called ‘wage anchor’ model on the basis of the 
three-year collective agreement concluded in the technology industry in 2009. As stipulated in 
this agreement, pay increases would be decided at local level in the first year, leading to an 
increase of 0.5% in the autumn of 2009. The pay rises for the following years would then be 
negotiated separately during April to May each year. Trade unions have criticized and rejected 
the proposal. In order to encourage the negotiations, the Ministry of Finance then proposed to 



377 

the social partners that the government would commit itself not to raise income tax if wage 
earners accepted moderate pay increases in the ongoing wage bargaining round. Finally, in 
autumn 2010, new collective agreements for around 300,000 employees were concluded. In 
line with EK’ guidelines, the average general wage increase was 1% and the average validity of 
the agreements is 15 months. These negotiated pay increases are valid for 2010 and 2011. 
Statistics Finland provides an annual index of negotiated wages and salaries, which however 
does not include company-level bargaining. In 2009, the wage index for the whole economy 
rose by 3.6%, while in 2010 a more moderate rise of 2% was recorded

124
. The negotiations for 

2012 agreement have just begun (08.10.2011).  

Change security  

A new ”Change Security” model - part of the 2005–2007 national income policy agreement - 
extends employees’ rights to individual re-employment programmes, drawn up by state em-
ployment offices. The main aim is to increase cooperation both at the workplace and with the 
labour authorities to enable those made redundant to find alternative employment as quickly as 
possible

125
.  

“Change Security” is to be applied in case of collective dismissals caused by economic or pro-
duction-related reasons. Its objective is to promote re-employment of laid-off workers. It is 
based on cooperation between workers, employers and employment authorities. Its main com-
ponents are: paid time off to look for a new job, the obligation of employers to inform about 
planned restructuring, action plan drafted with workers and personalised re-employment plans 
with employment agencies. All stakeholders have expressed satisfaction with this motivational 
model which aimed at bringing about rapid re-employment. The model was adapted to the crisis 
situation: in 2009 and social partners have extended the model to those laid-off from fixed-term 
contracts and to workers on lay-off for 180 days or more. 
At present social partners are engaged in designing appropriate legal regulations for labour 
market modernization. So far the Finnish social partners have been involved in variety of activi-
ties: 

 In 2006 they prepared a joint package of reform proposals to boost employment and 
mobility; the proposed measures focused mainly on vocational training, apprenticeship 
and supporting geographical mobility; 

 In 2007 they drafted a joint employment programme, which was to intended to enrich 
employment guidelines of the then new government; the proposed measures focused 
on tax incentives to promote mobility as well as on ensuring housing, vocational training 
and the effectiveness of PES;  

 In August 2007 the tripartite Flexicurity Committee was created; the group was charged 
with formulating the Finnish model of flexicurity. The group was to complete this by the 
end of 2010;  

 In January 2009 the Finnish social partners signed agreements on pension policy and 
unemployment security; the starting point was to abolish employers’ national pension 
contributions, which was a heavy administrative burden on companies. 

 
The main interest of employers’ representatives is in decentralising the collective bargaining 
process and decision-making. Their preference is for moderate job security without further in-
creases in unemployment benefit. They are convinced that the Finnish model of flexicurity 
should take account of the needs of SMEs. A specific focus is on wage formation procedures 
and their development towards enterprise-level agreements. Employers also see recent devel-
opments in working time flexibility according to the needs of different sector as being important. 
Trade union representatives consider believe that further improvement of the unemployment 
insurance system is necessary as well as the use of appropriate active labour market policies in 
combination with this. Their view is that the present employment protection system does not 
hinder employment and job creation. While discussing flexicurity, trade unions point out the 
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importance of better unemployment security, more generous funding for financing active labour 
market measures, more training provision and facilitating change at the workplace and in the 
regions. A specific focus is on the security of atypical workers and on introducing penalties for 
unjustified use of fixed-term contracts. Trade unions have contributed to the adoption of new 
legislation – the Employment Contract Act – which enables closer inspection of terms and con-
ditions of employment.   

Tripartite programme to secure employment and sustainable economic 

growth (2010) 

The tripartite programme for securing employment and economic growth published by the Finn-
ish government and labour market organisations in October 2010 is aimed at improving working 
life and extending the scope of discussions on the statutory retirement age to cover the length 
of working life. The social partners have described the results of the tripartite working groups as 
historical and have highlighted the functioning of Finnish tripartism as exceptional in the Euro-
pean context

126
.  

A joint programme for securing employment and economic growth compiled by social partners 
in Finland was released in mid-October 2010. Labour market organisations are particularly 
pleased that the scope of discussion has been extended from the statutory minimum age of 
retirement towards a wide-ranging discussion on the length of working life. 
Retirement age and career length have recently been hot issues on the social partners’ agenda 
in Finland. In 2010, the Finnish government appointed two tripartite working groups to produce 
proposals for reform of the pension system. The working group tasked with proposing overall 
improvements in working life reached agreement. The other working group, concerned with 
raising the retirement age, failed to produce generate clear results. 
The plan issued by the social partners contains around 90 individual measures aimed at achiev-
ing economic growth, job creation and a sustainable public sector. The report covers the follow-
ing topics: 

 productivity and economic growth; 

 productivity of the public sector; 

 increasing the employment rate and decreasing unemployment; 

 purchasing power and competitiveness; 

 careers; 

 management of the unemployment insurance fund. 

Employment prospects in the 12 selected sectors 

According to CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 
2020 report, employment is expected to increase in Finland between 2010 and 2015 in six of 
the 12 sectors. These include Wholesale and retail trade (5%), Electronics (10%), Machinery 
(7%), Construction (2%), Chemicals (3%), and Motor vehicles (7%) (although the sector is ra-
ther small in Finland) (Table 6). 
On the other hand, employment in the other six sectors is forecast to be below the 2010 level in 
2015. These are Metals (-24%), Financial and insurance activities (-12%), Rubber and plastics 
(-10%), Textiles (-4%), Real estate and business activities (-4%), and Accommodation (-1%). 
Over the longer-term, beyond 2015, total employment is expected to grow 2%. Among the 12 
sectors employment is expected to increase between 2015 and 2020 mainly in the same sec-
tors as earlier. These include Wholesale and retail trade (5%), Electronics (21%), Machinery 
(4%), Construction (1%), Chemicals (1%), Textiles (3%), Motor vehicles (13%), and Real estate 
and business activities (3%).On the other hand, employment expected to continue declining in 
Metals (-24%), Financial and insurance activities (-6%), Rubber and plastics (-10%), (-4%), and 
Accommodation (-1%). In addition, the increase in employment in Public services is expected to 
end between 2015 and 2020 because of the tightening constraints imposed by fiscal policy and 
public debt. Future employment prospects in Finland depend to a major extent on the develop-
ment of the global economy. 
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Table 6 Sectoral employment forecasts 2010-2020 (in thousands) 

 2000 2005 2010 2015 2020  2010-2015 2015-2020 

Agriculture, forestry and fishing 137 123 116 114 110  -2 -4 

Mining and quarrying 6 6 7 7 7  0 0 

Manufacturing other 251 235 198 200 198  2 -1 

Textiles 20 15 11 10 11  0 0 

Chemicals (excl. Pharmaceuticals) 15 14 12 12 12  0 0 

Rubber and plastics, etc. 19 17 14 12 11  -1 -1 

Basic metals, etc. 17 16 13 10 9  -3 -1 

Electronics, etc. 69 64 58 64 77  6 13 

Machinery and equipment 62 63 64 68 70  4 3 

Motor vehicles 8 7 7 7 8  0 1 

Electricity, gas, steam, water, etc. 18 16 17 16 15  -1 -1 

Construction 156 166 176 180 181  4 1 

Wholesale and retail trade 290 309 330 346 364  16 18 

Transportation and storage; communication 171 173 163 174 184  11 10 

Accommodation and food services  74 77 79 78 77  -1 -1 

Financial and insurance activities 42 39 39 35 32  -5 -3 

Real estate and business activities 212 256 310 298 307  -12 9 

Public and other services 729 792 833 867 861  34 -6 

 2293 2389 2445 2498 2535  52 38 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Projection of skill needs  

The sectoral pattern of growth projected over the medium and longer term has implications for 
future skill needs. According to the CEDEFOP projections of skill demand up to 2020, the occu-
pational groups which are set to expand include managers (12%), professionals (9%), techni-
cians and associate professionals (13%) and elementary occupations 12%). Some growth is 
also expected among craft and related trades workers (4%), and plant and machine operators 
and assemblers (3%) (Table 7). On the other hand, employment of clerks (-20%), service and 
sales workers (-8%), agricultural workers (-11%), and armed forces (-24%) is projected to de-
cline. 
 
Table 7 Projections of employment demand by ISCO occupational group, 2010-2020 

 2000 2005 2010 2015 2020  2010-2020 

Armed forces 13 14 14 12 11  -24 % 

Managers 215 235 248 262 278  12 % 

Professionals 381 426 461 484 502  9 % 

Technicians and associate professionals 349 386 421 451 476  13 % 

Clerks 187 174 155 138 124  -20 % 

Service workers and shop and market sales workers 356 372 383 373 352  -8 % 

Skilled agricultural and fishery workers 127 113 105 100 93  -11 % 

Craft and related trades workers 293 292 287 291 297  4 % 

Plant and machine operators and assemblers 205 198 181 185 186  3 % 

Elementary occupations 167 180 192 203 215  12 % 

All occupations 2293 2389 2445 2498 2535  4 % 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Concluding remarks 

In economic terms, the Finnish economy was hit harder than most other EU countries by the 
global economic recession. Real GDP declined by over 9% from the peak in mid–2008 to the 
second quarter of 2009, led by declining export volumes which fell by close to one third. This 
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extraordinary collapse in trade can to a large extent be attributed to the composition of Finnish 
exports, with a high dependence on ICT appliances, wood and forestry products and capital 
goods. In terms of employment, however, Finland was less hit by the economic recession than 
most EU countries.  
The Government has implemented three economic stimulus packages. In terms of employment, 
the expected volume of these packages was expected directly to create 27,000 jobs and indi-
rectly another 25,000 by 2011. The main impact and cost of these stimulus measures was ex-
pected to take effect mostly in 2009–2011. No separate decisions for exit strategies are neces-
sary for these measures. The first steps towards balancing of public finances are being taken in 
2011. Through agreed increases in VAT, energy taxes, taxes on sweets and soft drinks and on 
waste taxes, fiscal policy will change from expansionary to restrictive.  
Besides economic stimulus packages, temporary layoffs, especially in manufacturing and con-
struction, have been an important means of avoiding permanent job losses during the economic 
crisis. In addition, active labour market policy measures were increased during this period. 
One of the main challenges facing the Finnish economy is that of population ageing, which is 
proceeding faster than in any other EU country. Working-age population already started shrink-
ing in 2010, when the first baby boom generation born in 1945 reached 65. According to the 
population projection made by Statistics Finland (2009), the number of people of working age 
(ages 15 to 64) will decline sharply in the 2010s and then by slightly less in the 2020s. In the 
wake of the economic crisis, general government finances are increasingly more vulnerable to 
the rising costs associated with population ageing and to the narrowing tax base. It is now a 
greater challenge to safeguard the sustainability of public finances. Achieving this is one of the 
key medium-term tasks of economic policy in Finland. 
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United Kingdom127 

Introduction 

The UK was hit slightly harder than the EU as a whole by the economic downturn: which began 
during the course of 2008 and was at its most severe in the first part of 2009. Since then, the 
economy has begun to recover but relatively slowly and continued growth is now under threat 
from a combination of austerity measured imposed by the Government, which include in particu-
lar, a large-scale reduction of jobs in the public sector, and a slowdown in the growth of the EU 
economy which, as for other Member States, represents its main market. Between the first quar-
ter of 2008 and the same quarter in 2009, therefore, GDP fell by around 5.5% and remained 
unchanged over the following year up to the first quarter of 2010. In the year from then up to the 
first quarter of 2011, it grew by only just over 1.5% and forecasts suggest that growth will be 
much the same in the year to the first quarter of 2012. 
The effect of the downturn on employment was marginally lower than the average in the EU. 
Between the beginning of 2008 and the beginning of 2009, the number employed fell by just 
over 1%, followed by a decline of 1.6% the year after (about 315,000 jobs were lost between 
2008Q1 and 2009Q1 and a further 450,000 jobs between 2009Q1 and 2010Q1). In the year up 
to the first quarter of 2011, employment started increasing again, the number in work rising by 
1.4%, or by around 400,000, and growth continued in the second quarter of 2011, with a net 
additional 8,000 jobs being created. By then, therefore, the number in work was just under 
300,000 lower than three years earlier before the recession hit. In proportionate terms, however, 
this amounted to a decline in employment of only around 1% around half the reduction in the 
EU as a whole. 
One of the reasons for this relatively small decline in employment is the small size of the manu-
facturing sector, which the crisis hit disproportionately hard, in the UK relative to that in most EU 
countries. In the UK, before the onset of the crisis in 2007, manufacturing accounted for just 
10% of jobs, the smallest proportion in the EU apart from Cyprus and smaller even than Luxem-
bourg. This compares with an EU average figure of 16% and EU15 average of 15%. In Germa-
ny, manufacturing was responsible for 19% of employment, almost double the proportion in the 
UK. The crisis had the effect of shrinking this figure even further to just under 9% in 2010. 
Though, therefore, the recession hit manufacturing in the UK hard and the decline in employ-
ment in the sector between 2007 and 2010 of 13% was much larger than the EU average, the 
small size of the sector served to reduce the overall effect on total employment. It is important to 
bear this in mind when comparing the decline in employment with that in other countries.  
Unemployment rose significantly in the wake of the recession, if by less than in some other 
Member States. At the beginning of 2008 the rate was only just over 5%, well below the EU 
average. In 2009, the rate jumped to 7.7% and 7.9% in 2010, still below the EU average. The 
figures for the first half of 2011 (7.9%) do not show any improvement despite the increase in 
employment, reflecting the fact that with the growth of working-age population coupled with 
some rise in labour force participation, the rate of net job creation needs to increase in order to 
start bringing unemployment down. Low skilled workers and, most especially, the young people 
have been particularly affected by the lack of job growth, pointing to the importance of maintain-
ing efficient employment services and both raising educational levels – especially by reducing 
the proportion of young people who leave the education system with no qualifications – and 
linking education and training courses more closely to labour market needs. 

The sectoral concentration of job losses 

As in other countries, the economic downturn hit manufacturing and construction more severely 
than other sectors in the UK, with large-scale job losses occurring in both (Table 1). Within 
manufacturing the largest job losses were evident in the Machinery and equipment industry 
where the number employed declined by over 14% between the first quarters of 2008 and 2009, 
and the fall was even more marked between the first quarters of 2009 and 2010 at 17%. In the 
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year up to the first quarter of 2011, however, employment grew by 2%. At the same time, under-
lying labour productivity (measured by production relative to the number employed) increased 
by 20% between the first quarter of 2010 and the same quarter of 2011, much more than offset-
ting the decline of just over 4% which occurred the year before. The Electronic and electrical 
products industry as well as Motor vehicles were also badly hit in terms of employment, both in 
the year up to the first quarter of 2009 and in the following year, the number in work declining by 
20% or more in each of them over the two years taken together. Substantial job losses also 
occurred in Construction, but unlike in the other sectors, the decline in employment was concen-
trated in the year up to the first quarter of 2010, when the number in work fell by 11%. 
 
Table 1 – Changes in employment and productivity in selected sectors (Q1), 2007-2011 

 Change in Employment (%) Change in Productivity (%) 

  2007-08 2008-09 2009-10 2010-11 2007-08 2008-09 2009-10 2010-11 

Manufacturing -2.8 -6.5 -4.9 -1.5 2.7 3.9 -6.2 6.5 

Textiles  -7.5 -11.1 2.7 -5.5 10.2 11.8 -10.9 15.0 

Chemicals  -9.4 -9.5 -2.8 -3.9 -6.0 5.2 5.4 -1.2 

Rubber  -4.0 -10.9 0.5 1.0 3.0 5.2 -11.6 -0.2 

Metals  1.9 -0.1 -6.2 -5.2 -0.6 -3.9 -14.2 19.2 

Electronics -4.0 -12.8 -10.9 6.9 7.0 11.3 -6.2 -1.6 

Machinery -2.8 -14.3 -17.2 2.0 5.1 13.8 -4.4 20.0 

Motor vehicles -3.0 -12.2 -9.0 0.8 12.3 3.2 -15.9 6.8 

Construction  1.3 1.0 -10.9 0.3 0.9 -1.9 1.0 11.5 

Distributive trades  1.0 -2.8 -3.0 1.1 3.4 3.6 5.5 -0.3 

Hotels 1.2 -1.9 -4.2 1.1 : : : : 

Financial services : -4.5 -2.2 -1.1 : : : : 

Business services 2.1 -6.3 -3.1 -2.6 : : : : 

Notes: Trade: productivity data refer to turnover. Finance: LFS quarterly data.   

Implied productivity is estimated as production at constant prices lagged two quarters divided by the number employed 

(the lag is intended to allow for the time it takes to adjust employment to change in output). 

Source: Eurostat, Short-term business statistics except where indicated.  

 

The general decline in employment during 2009 was accompanied by a significant reduction in 
labour productivity in manufacturing in the year up to the first quarter of 2010, since though the 
job losses were significant they still lagged behind the fall in production. This is particularly true 
in the Motor vehicles and Metal products sectors where production per person employed fell by 
over 14%. 

Between the first quarters of 2010 and 2011, employment continued to decline in manufactur-
ing, even though at a lower rate. Job losses were still significant in Basic metals and Chemicals 
as well as Textiles, while there was some recovery in employment in Electronics, Machinery and 
to a lesser extent in Motor vehicles. Overall, productivity increased at about the same rate as 
the fall in the previous year, so that of production per person employed was at a similar level as 
at the beginning of 2009 and some 4% above the level at the start of 2008 before the recession 
began. Only in Rubber and plastics and Motor vehicles was the level of production per worker in 
the first quarter of 2011 below what it was three years earlier.  

Among the other sectors, employment increased in the year to the first quarter of 2011 in Con-
struction, though only marginally after declining by 11% over the previous year. Given a rise in 
output, this was associated with a marked increase in value-added per person employed in the 
sector. In the service sectors, employment increased by around 1% in both the Distributive 
trades and Hotels and restaurants after falling in the previous two years, while jobs continued to 
be lost in Financial services and Business services.  

The economic downturn was accompanied by some reduction in average hours worked in the 
UK, especially in manufacturing, though by less than in many other countries. Overall in manu-
facturing, average hours worked declined by just 1.5% in the year up to the first quarter of 2009, 
though this followed a fall of 2% in the preceding year (Table 2). There were bigger reductions 
up to the beginning of 2009 in the Metal industry, Machinery and Motor vehicles. These reduc-
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tions were made good in the subsequent year and in the year after that, average hours in-
creased in all the sectors, and by 5% in manufacturing as a whole.  
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Table 2 – Changes in average hours worked by those in employment (Q1), 2007-2011 

 2007-08 2008-09 2009-10 2010-11 

Manufacturing -2.0 -1.5 3.5 5.0 

Textiles  -6.1 4.9 -1.7 16.6 

Chemicals  -0.6 0.1 6.2 2.7 

Rubber  -9.8 4.3 1.1 11.4 

Metals  3.7 -8.9 6.1 5.5 

Electronics -5.1 3.0 -4.5 2.4 

Machinery 0.3 -4.6 10.4 4.5 

Motor  vehicles -2.0 -5.9 7.8 5.1 

Construction  -3.6 -1.1 4.5 2.3 

Source: Short-term business statistics. 

 

In consequence, average hours worked in all the manufacturing sectors covered as well as in 
Construction were markedly higher at the beginning of 2011 than they had been before the cri-
sis. While, therefore, there is some evidence that average hours worked declined, though only 
to a relatively small extent, to mitigate the effects of reduced demand for employment as the 
recession hit, since then, hours worked have generally increased as recovery has taken place, 
Given the uncertainty about both the pace and duration of the recovery, this rise in hours 
worked, which is pronounced in most of the sectors, might reflect a reluctance of employers to 
take on new workers and their preference instead to respond to increased sales by asking their 
existing employees to work longer hours. 

Policy measures implemented to maintain employment levels 

Short-time working arrangements 

There is a short-term working scheme in the UK which was introduced in 1996 (under the Em-
ployment Rights Act) and which remained in place without being modified during the recession, 
but it is not really comparable to those in other EU Member States. Like in other parts of the EU, 
it is a means for employers to reduce labour costs while maintaining the work force intact when 
output declines and there is not enough work for employees, but it is not funded by the Gov-
ernment and the amount that needs to be paid to workers under the legislation is relatively small 
– only up to a maximum of £21.50 (EUR 25) for every day that the employer declares workless. 
Moreover, it can be paid for only up to 5 days in every three 3 months. At the same time, those 
who are laid off or put on short-time working are treated as available for work and if they are 
prepared to look for another job are eligible to receive unemployment benefit (Jobseeker Allow-
ance) for up to 13 weeks. According to the CBI 2009 Employment Trends Survey

128
 carried 

between August and September 2009, 17% of the companies responding implemented short-
time working measures in response to the downturn. 
A more generous scheme to support both employers and employees during times of economic 
downturn was in operation for a few years in the early 1980s and came into play during the re-
cession at that time. It was introduced in 1979 as a deliberate attempt to avoid redundancies 
and remained in force until 1984 when recovery was under way. It was called the Temporary 
Short-Time working compensation scheme (TST) and under it employers putting workers on 
short-time were reimbursed for wages paid at a rate of 50-75% of the normal daily gross earn-
ings per day. The period of support varied between 6 and 9 months. During the first 3 years of 
the scheme, payments were made in respect of almost 900,000 workers in manufacturing 
threatened by job loss. It is estimated that one out of every 8 jobs in manufacturing was sup-
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ported at some time during this period and at its peak in March 1981, the programme covered 
around 220,000 full-time jobs. The overall gross cost of the scheme over its lifetime was around 
1 EUR billion.  
Although no special measures were introduced to directly support jobs by the UK Government, 
this was not the case in Wales. In January 2009, when the recession began to gain momentum, 
the Welsh Assembly launched the ProAct scheme to help employers to retain staff and use the 
period of slack working to provide training. Under the scheme, which remained in operation until 
June 2010, employers received a training subsidy of £2,000 (around EUR 2,300) per worker in 
addition to a wage subsidy for each of them of £2,000. The programme was introduced initially 
to assist the automotive industry primarily but was quickly extended to all sectors. Over the 
whole period of its operation, the scheme provided support to over 10,000 workers. In a survey 
carried out at the end of 2010 after the scheme had ended, many companies who had partici-
pated indicated that it had not only safeguarded existing jobs but the support provided also 
helped to create new ones. 

Fiscal measures 

While not introducing direct measures to support jobs, the Government of the time took quick 
and large-scale action to support economic activity during the crisis through fiscal means. The 
standard rate of value-added tax was reduced from 17.5% to 15% at the beginning of 2009 up 
until the end of the year and a number of public investment projects were accelerated both to 
stimulate activity and to give direct support to the Construction industry. At the same time, 
measures were taken to support banks which had got into financial difficulties, including the 
nationalisation of Northern Rock. While the measures undoubtedly had a major effect in moder-
ating the severity of the recession and, accordingly, helped to maintain employment through this 
means, they also had the effect of increasing the budget deficit to an unprecedented level in 
peacetime, to over 11% of GDP in 2009, which has since dominated the policy of the Coalition 
Government which came to power in May 2010 and which has accorded absolute priority to 
reducing the deficit substantially in a comparatively short period of time. This has constrained 
the measures which could be taken to support economic recovery and the sectors hit hardest by 
the recession. Partly because of this, though also because of the philosophy of the largest party 
in the Coalition Government, the focus has been on market-oriented measures which in them-
selves do not represent a major cost to public finances to stimulate the business sector to try to 
counter the effects of the austerity measures introduced to bring down the budget deficit.  
The Emergency Budget launched in June 2010 immediately after the new Government took 
office, therefore, introduced a package of reforms to reduce the standard corporation tax rate 
from 28% to 24% in stages between 2011 and 2015 and the rate for small businesses from 21% 
to 20% from April 2011, so cutting the tax paid on profits for some 850,000 companies. In addi-
tion, a reduction of a further 1% was made for one year from October 2010. The Budget also 
introduced, from September 2010, a scheme to subsidise job creation in new businesses set up 
outside the East, London and the South East (i.e. the most prosperous regions) by exempting 
them from up to £5,000 of employer social insurance payments for the first 10 employees they 
take on. Around 400,000 businesses are estimated to be potentially able to benefit from the 
scheme. 
In addition, the threshold for employers’ social insurance contributions on employees was raised 
by £21 (EUR 24) a week above the indexation level to reduce the labour costs of employing 
low-paid workers, an estimated 650,000 being exempted in this way.  
These measures were coupled with a two-year freeze from 2011 on the pay of all public sector 
workers, except those earning less than £21,000 (EUR 24,000) a year who will get a flat rate 
increase of £250 in each year, along with the substantial reduction in the workers concerned. 

Plan for Growth  

In March 2011, the government launched a Plan for Growth129 intended to support private sec-
tor investment, enterprise and innovation. This includes: a further reduction of the Corporation 
Tax (from 28% to 26% in 2011, falling to 23% in 2014), measures to help small businesses (in-
cluding an exemption, for start-up businesses and all businesses employing fewer than 10 peo-
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ple from new domestic legislation for 3 years from April 2011; an extension of the ‘holiday’ for 
small companies in respect of business rates up until October 2012; an agreement with banks 
to increase the credit made available to small businesses by 15%) and the creation of 21 Enter-
prise Zones to promote business growth in problems areas of the UK. 

Access to credit 

As indicated above, the policy of the Government is directed at trying to free up market forces to 
stimulate growth in the private sector and offset cutbacks in the public sector. In practice, busi-
ness regulations are already less restrictive than in virtually any other EU country, and adminis-
trative barriers to starting up business less important. But a major long-term problem remains 
access to finance: SMEs rely on banks for both investments in fixed assets and working capital 
but banks tend to be reluctant to lend unless the risks are minimal. This was evident before the 
crisis and banks have become even more reluctant to lend since then. 
The Enterprise Finance Guarantee (EFG) is designed to support lending to small businesses 
which face difficulties in accessing normal commercial loans. To try to ensure that more compa-
nies have access to credit as the economy recovers, the EFG facility was increased by £200 
million in 2010 to support additional lending of up to £700 million (around EUR 800 million) for 
small businesses up until 31 March 2011. The estimate is that at least 2,000 small businesses 
stand to gain from this measure. The EFG itself is set to remain up until March 2015. 
In addition to this measure, the Government has previously announced in the 2010 Budget the 
creation of the Growth Capital Fund to support small businesses with high growth potential by 
providing an additional £37.5 million (around 44 EUR million) co-funded by the private sector. 

Young unemployed 

As in most other countries, the increase in unemployment during the recession was largest 
among those aged 18-24. In response to the rise, the Young Person’s Guarantee (YPG) was 
launched in January 2010 under the previous Government

130
. Under the measure, all jobseek-

ers in this age group who have been unemployed for 6 months were guaranteed an offer of a 
job, training or work experience. Specifically, they were able to: apply for new jobs created 
through the Future Jobs Fund or a job in a key employment sector with pre-employment training 
if needed; or take up work focused training or a place on a Community Task Force or get help to 
set up as self-employed. Most elements of the YPG were terminated in March 2011 by the new 
Government, although the Community Task Force was extended to allow entry up until June 
2011. Over the period of its existence, around 195,000 young people were helped in some way 
by the YPG. 
In part to replace the YPG, the 2011 Budget introduced funding for 80,000 additional work expe-
rience places for young people over the next two years to help them get into work. Up to 50,000 
additional apprenticeship places for the young unemployed over the next four years were also 
announced, along with plans to extend the University Technical Colleges (UTC) programme by 
establishing at least 24 new colleges by 2014 to provide technical training for 14-19 year-olds in 
line with the needs of the local economy. 

Simplification of administrative processes 

A key part of Government policy is to reduce ‘red tape’, especially that affecting businesses and 
SMEs in particular; which are regarded as a key source of future growth and job creation. In 
order to try to ensure this, in 2010, a ‘one-in, one-out’ rule was introduced under which no new 
regulation could be brought in without other regulations being cut by a greater amount. To min-
imise the regulatory burden, the right for workers to request time off to undertaking training will 
not be extended to SMEs (i.e. firms with less than 250 employees). At the same time, a new 
measure, ‘Business link131’ has been introduced to provide free business advice and support 
services for SMEs both online and through local advisers.  

The Government’s intention is to undertake a general review of all small business taxation and 
“seek to replace it with simpler measures that prevent tax avoidance but do not place undue 
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administrative burdens or uncertainty on the self-employed, or restrict labour market flexibility”. 
It has also committed to find a practical way of making small business rate relief (i.e. relief from 
paying property taxes) automatic. 
The Government has stated as well that it will make it easier for people to set up new enterpris-
es by cutting the time it takes to start a company. It has promised to reduce the number of forms 
needed to register a new business and to move towards a ‘one-click’ registration model. In addi-
tion, it announced in March 2011 the creation of the “New Enterprise Allowance” (NEA) to help 
those who have been unemployed for 6 months or more to start their own business. Moreover, 
there is the intention as well to reform public sector procurement procedures, including publish-
ing government tenders online and free of charge, with a target of 25% of government contracts 
being awarded to SMEs. 

Car scrappage scheme 

A car scrappage scheme was introduced in May 2009 to support the automotive industry. It 
provided a discount of GBP 2,000 (around EUR 2,300) for people trading in their old car (over 
10 years old) for a new one. Half of the scheme was funded by the Government and the other 
half by the industry. Total Government funding amounted to around £400 million (EUR 460 mil-
lion). In September 2009, the scheme was extended to cover cars registered as late as 29 Feb-
ruary 2000. 
The scheme was relatively successful: in March 2010 (when the scheme ended), more than 
390,000 vehicles of the 400,000 allocated had been sold. A fifth of all new car registrations in 
2009 were sold under the scrappage scheme. According to Government estimates, the scheme 
safeguarded around 4,000 jobs in the UK automotive industry. 
Since the ending of the scheme, however, sales have declined. Registrations for the first six 
months of 2011 were down by 7% compared to the scrappage-boosted January-June 2010 
period. Total sales volumes are forecast to fall by 5% in 2011.  
Criticism has been voiced about the effectiveness of the scrappage scheme, in that it was not 
so ecological as thousands of perfectly working cars were scrapped unnecessarily and not so 
advantageous: UK companies did not really benefit much from the scheme, since the UK no 
longer has a single major car manufacturer

132
. On the other hand, foreign companies located in 

the UK benefited along with component manufacturers and the people they employ. 

Actions taken by employers and trade unions to maintain employment 

Short-time working arrangements 

In February 2009, the Federation of Small Businesses (FSB) and the Trades Union Congress 
(TUC) made a joint proposal (which was not taken up) to the government to establish a subsidy 
for short-time working

133
. The objective was to provide support to viable firms facing economic 

difficulties during the recession in order to prevent large-scale redundancies and the loss of 
skills. The support was to be limited in duration with workers, including those employed part-
time, receiving 60% of their previous wage for days not worked and being entitled to training 
during such times. According to their calculations, 600,000 workers would have stood to benefit 
from the measure at an annual cost of £1.2 billion (EUR 14 billion). 
Despite the lack of government measures, individual companies did, however, introduce short-
time working measures during the recession. One example is that of Norton Rose, a legal com-
pany, which in May 2009, launched a ‘flex’ scheme allowing employees to work 4 days a week 
for 85% of their normal salary or to take sabbatical leave of 1-3 months with 30% of their pay

134
. 

Over 600 separate flex arrangements were made in the London office during the scheme’s op-
eration and the company has estimated that it saved around 100 jobs from being lost. 
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  http://www.thisismoney.co.uk/money/cars/article-1692464/Was-car-scrappage-just-a-waste-of-money.html 
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  http://www.tuc.org.uk/extras/wagesubsidies.pdf  
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  http://www.eurofound.europa.eu/publications/htmlfiles/ef1058.htm  

http://www.thisismoney.co.uk/money/cars/article-1692464/Was-car-scrappage-just-a-waste-of-money.html
http://www.tuc.org.uk/extras/wagesubsidies.pdf
http://www.eurofound.europa.eu/publications/htmlfiles/ef1058.htm
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Pay freezes 

According to the CBI Employment Trends Survey of 335 employers carried out in Spring 
2011

135
, the proportion operating or planning a pay freeze had increased to 23% from 14% six 

months earlier, though this was still a much smaller number than that reported at the depth of 
the recession (55% in Spring 2009). The rise is largely a result of widespread pay freezes in the 
public sector where over 80% of employers report they are beginning to implement a two-year 
pay freeze for all but the lowest earners (see above), the proportion being reduced to 16% if 
private sectors alone are included. 
Another survey conducted in 2010 by the British Chambers of Commerce of 450 smaller busi-
nesses however shows a different result

136
. It revealed that between 2008 and 2010, 59% of 

businesses surveyed had cut or frozen pay. But it also shows that a much larger proportion of 
the respondents (49% as against 23% for the CBI survey of larger companies) planned a pay 
freeze in 2011. Such plans were most prevalent in the Construction industry (82%), manufactur-
ing (64%) and retailing (62%). At the same time, respondents expressed their intention of ac-
cepting a reduction in profits following the cutbacks in public spending rather than reducing staff 
numbers.  

Flexible working arrangements 

Part-time employment remains the most prevalent form of flexible working arrangement in the 
UK, with 31% of all those employed working less than 35 hours a week in 2010 and 8% working 
less than 15 hours a week, well above the average in other EU15 Member States (26% and 
6.5%, respectively). Part-time employment is particularly important in the Distributive trades 
(43% working less 35 hours and 13% less than 15 hours) and Hotels and restaurants (52% 
working less than 35 hours and almost 17% less than 15 hours a week). According to the CBI 
Employment Trends Survey carried out in March-April 2011

137
, 92% of all employers offered 

part-time jobs, a rise of 3 percentage points since 2008. In addition, the recession has led an 
increasing number of employers to offer career breaks and sabbaticals, in large part as a means 
of reducing labour costs and cutting their work force temporarily. Nearly half of employers (46%) 
surveyed offered such arrangements compared to 35% in 2008 and a further 10% reporting 
considering doing so.  

Employment prospects in the 12 selected sectors 

The latest forecast issued by the Office for Budget Responsibility (charged with monitoring 
budgetary policy to ensure that it is consistent with reducing the budget deficit and public sector 
debt to what are regarded as sustainable levels) is for a gradual recovery

138
. Between 2010 and 

2015, total employment is expected to increase by around 900,000, involving an increase in 
private sector employment of around 1.3 million, partly offset by a reduction in public employ-
ment of around 400,000 between 2010-11 and 2015-16) as a result of the cutbacks in civil ser-
vice jobs. By 2015, it is forecast that unemployment will have fallen from around 8% to 6.4%. 
According to the Cedefop projections, employment in the UK is expected to increase by around 
6.5% between 2010 and 2020, around double the rate forecast for the EU as a whole (Table 3). 
Many of the net additional jobs are projected to be generated in business services (up by 25% 
over the period), continuing the pattern of the past two decades or so. Employment is also pro-
jected to increase in Construction as well as in Distribution, though by less than the overall av-
erage. On the other hand, a significant decline (of 13%) in the already small numbers employed 
in manufacturing is also forecast.  
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  http://employment.cbi.org.uk/media/68109/ets%202011%20june%20-%20navigating%20choppy%20waters.pdf  
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  http://www.britishchambers.org.uk/zones/policy/press-releases_1/bcc-firms-take-pragmatic-approach-to-staffing-and-

pay-conditions-in-a-tough-environment.html  

137
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  http://budgetresponsibility.independent.gov.uk/pubs/economic_and_fiscal_outlook_23032011.pdf  
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Table 3 – Projected change in employment by broad sectors, 2010-2020 (%) 

Primary sector and utilities -5.8 

Manufacturing -12.7 

Construction 5.5 

Distribution and transport 4.7 

Business and other services 24.6 

Non-marketed services -0.3 

Total 6.6 

Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

 
According to the Summer 2011 Quarterly survey from CIPD-KPMG of the Labour Market Out-
look

139
, the most important obstacles to job growth for employers are: the lack of appropriate 

skills in the work force, cuts in public spending and access to finance. These are considered 
likely to limit employment growth in the medium-term unless action is taken to tackle them and, 
in the case of skill shortages, in the longer-term too. Despite the relatively large proportion of 
young people entering the labour market with tertiary education (according to the Cedefop pro-
jections

140
, between 2010 and 2020, the number of workers with this level of qualification will 

increase by 21% whereas those with low qualifications will decline by 50%), there are concerns 
as to whether they have the requisite skills demanded on the labour market and a parallel con-
cern about the lack of appropriate vocational and technical training of those who do not go 
through university education. The increased fees imposed on those entering university are un-
likely to improve the situation – except perhaps by forcing students to think more carefully about 
their future job prospects when deciding on the courses to take. The problem, however, seems 
to be as much to do with the content of the courses and their links to future labour market needs 
(including the absence of in-work training to gain job experience) as with students choosing to 
follow inappropriate courses.  

Projection of skill needs 

According to the same survey, employers have difficulty filling engineering (24% of respondents 
reporting this to be the case) and IT (19% of respondents) vacancies, in particular, and to a 
lesser extent sales and marketing and accountancy and finance jobs (12-13% of respondents). 
The Cedefop employment projections show that between 2010 and 2020, the largest increase 
in employment demand will be concentrated on technicians and associate professionals 
(+28%), followed by managers and sales workers (each +9%) and professionals (+7%). On the 
other hand, the demand for clerks and office workers is expected to decline by almost 10% by 
2020. 

 

Table 4 – Projected change in employment by occupation, 2010-2020 (%) 

Legislators, senior officials and managers 9.2 

Professionals 7.3 

Technicians and associate professionals 27.5 

Clerks -9.8 

Service workers and shop and market sales workers 8.7 

Skilled agricultural and fishery workers 3.7 

Craft and related trades workers -5.4 

Plant and machine operators and assemblers 5.8 

Elementary occupations 4.2 
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  http://www.cipd.co.uk/binaries/5611%20LMO%20Summer%202011%20v2.pdf  
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  CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 
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 Source: CEDEFOP, Skills supply and demand in Europe - Medium-term forecast up to 2020 

Concluding remarks 

The UK seems to have experienced smaller job losses than the EU average over the recession 
period, in large part perhaps because of the employment structure of the economy which, more 
than other Member States, is centred on service activities and much less than elsewhere on 
manufacturing. The recovery in employment, however, has been slow and the prospects for a 
marked acceleration in net job creation over the next few years do not seem to be particularly 
favourable because of the large cutback in public sector jobs. A great deal of faith is being vest-
ed in the business sector, and most especially in SMEs, to offset the loss of these jobs. These 
have, therefore, been the focus of Government policy to secure recovery over the long-term.  

The measures taken in the UK to counter the economic downturn were mainly of a general fis-
cal nature (expansion of public investment, a cut in value-added tax, reduction of business tax 
rates) rather than being aimed at particular sectors hit by the crisis – except construction which 
obviously benefited from increased, or accelerated, public investment. Unlike elsewhere in the 
EU, no specific direct measures were introduced to support employment and to maintain jobs 
through short-time working arrangements. Although average hours worked did decline during 
the recession, the extent of the reduction was relatively small and was quickly reversed. 

Access to credit has become an increasingly pressing issue for many SMEs and if they are to 
lead the recovery and be the major source of jobs in the longer-term, this issue has to be re-
solved. This underlies the measures taken to expand the credit available to them through, in 
particular, the Enterprise Finance Guarantee, the Growth Capital Fund and the New Enterprise 
Allowance for business start-ups. Some support for the Government’s faith in SMEs is provided 
by the estimates of the Federation of Small Businesses that around 300,000 people set up their 
own businesses in 2010.  

A further focus of recent policy, with the same aim of stimulating employment growth in SMEs, 
is on reducing the administrative burden on businesses imposed by regulations and to make 
markets, including the labour market more flexible. As such, it is in line with the common EU 
emphasis on establishing flexicurity as a key means of promoting job growth. At the same time, 
however, the concentration on the flexibility strand of the policy and neglect of the security 
strand is perhaps slightly misplaced when the UK labour market is already among the most 
flexible in the Union and when the income support provided to those losing their jobs as well as 
to those at risk of losing them is comparatively limited. 
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Croatia141 

Introduction 

Croatia’s economy was still marked by recession in the first quarter of 2011. Between the third 
quarter of 2008, when the overall employment level reached a peak, and the first quarter of 
2011 the number of employed fell from 1641 thousand to 1476 thousand, which is a loss of 
about 165 thousand jobs, or 10.1%. In the first quarter of 2011 employment continued to decline 
and was by 5.6% lower than in the first quarter of 2010.   
Against the background of the continued slowdown of economic activities coupled with a signifi-
cant employment reduction unemployment continued to increase during the first months of 
2011. In March 2011, the rate of unemployment stood at 14.3%, up from 12.1% in the last quar-
ter of 2010 and higher by 5.6 percentage points than in the third quarter of 2008, when unem-
ployment was at its hitherto lowest level. Registered unemployment has been traditionally much 
higher in Croatia than unemployment figures obtained from the LFS. Accordingly, unemploy-
ment started to rise from an all-time low of 12.3% in August 2008, grew steadily up to January 
2011 when it reached its peak at 19.6%. Though the rate of unemployment fell somewhat 
thereafter, in June 2011 it was still higher (at 16.9%) than in June 2010.  
The activity rate, the proportion of active population in the working age population (15-64), fell 
from 64.3% in the third quarter of 2008 to around 61% in the first quarter of 2010 and remained 
almost stagnant thereafter. The employment rate, which was already low by European stand-
ards before the crisis, experienced strong declines, down to 54.9% in the first quarter of 2011, 
from 59.7% in the third quarter of 2008.  
The overall number of vacancies fell considerably in 2009 but started to rise again from 2010 
onwards. But there are notable differences by sector. As illustrated in Figure 1 none of the sec-
tors - with the exception of financial services– for which data are available, have reached the 
pre-crisis level in terms of vacancies. The by far largest fall in demand for labour is in trade and 
construction and to a lesser extent in manufacturing and hotels.  
 

Fig.1 - Number of vacancies by sectors, 2008-2011 

  

Source: Public Employment Service of Croatia. 
 
Employment will continue to contract as the labour market will react with a time lag to production 
growth; the unemployment rate is expected to stagnate in 2011. Improvements on the labour 
market, if at all, may occur only in the second half of 2012 or at the beginning of 2013 coupled 
with a recovery of the overall economic activity. This should at least bring a halt to employment 
declines, while the unemployment rate may fall only in 2013, however, at a level which is still 
much above the pre-crisis rate. A more pronounced decline of unemployment both in the level 
and in the rate would require a fast output growth at about 4%.  
Croatian institutes do not forecast employment developments and the country will be involved in 
CEDEFOP forecasts for sectoral employment projections only in 2012. 

                                                           
141 Hermine Weinberger-Vidovic, The Vienna Institute for International Economic Studies – wiiw, Vienna. 
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The sectoral concentration of job losses 

The impact of the crisis on employment differed substantially across sectors. The bulk of job losses 
started in the fourth quarter of 2008, but in some sectors labour shedding had started already one 
quarter earlier. This was particularly the case in construction and in the rubber and plastics indus-
tries. The wholesale and retail trade sectors, where employment started to decline in the fourth quar-
ter of 2008 suffered from the most severe job losses; up to the first quarter of 2011 the number of 
employed in trade fell by 60 thousand persons. Significant employment declines during the crisis 
were also reported in the textile industry (where the long-term downward trend had been accelerated 
by the crisis), the production of metals, electronics and in hotels and restaurants which has contin-
ued up to the first quarter of 2011 (as indicated in table 1). In financial services, where job losses 
were less pronounced than in other sectors, employment dropped remarkably during the first 
months of 2011

142
. On the other hand, data for the first quarter of 2011 indicate significant employ-

ment Increases in Chemicals, Machinery and in business services
143

.  
In construction, where output had shrunk in 2009-2010, the negative tendencies continued but 
slowed somewhat during the first months of 2011. But, there is no evidence of recovery in the con-
struction sector: there is still a high number of unsold apartments on the market, investments of the 
corporate sector are on the decline and a new cycle of infrastructure investments has not yet started. 
Employment declines in construction continued in 2011 and amounted to 41 thousand starting from 
the third quarter of 2008.  
 
Table 1 - Changes in employment and implied productivity in selected sectors, 2007-2011 

 % change between the first quarter of each year   

 Number of employed   Implied productivity  

 2007-08 2008-09 2009-10 2010-11 2007-08 2008-09 2009-10 

Textiles  -3,9 -7,6 -4,4 4,4 . . 

Chemicals 0 -1,2 -6,8 57,4 -15,7 9,1 7,7 

Rubber . 1,7 -11,5 -6,3 . . . 

Metals . 6,8 -5,6 -26 . . . 

Electronics . 0,5 -13 -50,9 . . . 

Machinery  3,4 0,1 -13,6 97,1 -7,2 -0,9 -22,1 

Vehicles  8 -38 -17,3  -0,3 31,7 40,4 

Construction 7 2,4 -11,3 -13,6 -4,3 23,1 -12,9 

Distribution 4 9 -13,9 -11,9 . . . 

Hotels, etc 5,2 -2 -2,8 -9,6 . . . 

Finance . -1,6 5,5 -7,3 . . . 

Business 11,5 0,4 3,8 2,5 . . . 

Source: Eurostat, LFS Croatia. 

Policy measures implemented to maintain employment levels 

In a first reaction to the crisis the Croatian government launched a package of ten anti-recession 
measures in February 2009 aiming at the strengthening of the macro-economic stability including a 
revision of the state budget, the strengthening of the Croatian Bank for Reconstruction and Devel-
opment (HBOR), guaranteeing the liquidity of public enterprises and support to the tourism sector, 
the real estate market and maintaining the standard of living of the most vulnerable groups. The 
package did not directly focus on the labour market, thus its effects on employment/unemployment 
were limited.  

Short-term work 
                                                           
142

 Registration data obtained from the Statistical Office of Croatia - covering only employees - confirm the strong 

employment decline in construction (-11.4%) in the first quarter of 2011, but differ from LFS data in most of the other 

sectors. Accordingly employment fell more significantly in the real estate activities (-12.8%), but less in accommodation 

and food service activities (-5.8%) and wholesale and retail trade (-5.6%).    

143
 ^^This information has to be taken with caution since data are based on different sources (Italic letters refer to the 

Croatian LFS while others refer to Eurostat). 
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Expenditures on active labour market policy measures, which have been traditionally low in Croatia, 
were not raised during the crisis. By contrast, spending was reduced and most programmes were 
suspended in mid-2009 due to budgetary constraints. During the crisis only two programmes were 
introduced, the short-time work subsidy programme (2009) and the work experience programme 
(2010) aiming at the provision of first work experience in order to increase employability.  
In 2009 the Croatian parliament passed the ‘Act on Aid for Maintaining Employment’, which entered 
into force in late July intended to combat employment cuts and rising unemployment. It was initiated 
by employers’ organizations and trade unions with the aim to provide support to employers who 
reduce working time as a measure of preserving jobs. The Act envisaged the introduction of a tem-
porary subsidy for a 32-hour working week and was limited till the end of 2010. Accordingly, employ-
ers who qualify for the programme were entitled to a subsidy in the form of the reduction of social 
insurance contributions proportional to the working time reduced. State aid under this act was limited 
to a maximum of six months during which time the employer must maintain employment levels. The 
government anticipated that this measure would help to preserve up to 250 thousand jobs. Short-
time working schemes did not exist in Croatia before the crisis.  
The scheme was presented to potential employers and social partners by the Croatian Public Em-
ployment Service which was in charge of the implementation of the aid programme all over Croatia. 
First results showed that only four firms applied for the programme up to February 2010, out of 
which only two were eligible to participate; subsidies were paid only for 27 workers. Main reasons 
behind the low take-up rate were the strict eligibility criteria

144
 and the limited incentives provided to 

the employers. According to the Act social insurance contributions could be reduced by 20%, ac-
counting for about 8% of the gross wage (World Bank and UNDP 2010, p. 41-46), which was simply 
too low to attract employers. In addition, an analysis by the Ministry of Economy found, that the 
shortening of working time might not have triggered a reduction in net payments since most of the 
employees in labour intensive industrial branches are minimum wage earners. At the same time 
employment in labour intensive branches is often supported by other forms of state aid and thus 
employers must not cumulate funds from different sources.  
Following the low utilization of the programme the Croatian Parliament passed the ‘Act on the 
amendments to the Act on the Grant for Preservation of Jobs’ in mid-2010 which relaxed the criteria 
for granting aid as there were no submissions for the grant in the first eight months of 2010. But 
despite modified requirement criteria there was no interest from the side of employers and also the 
amended Act failed to fulfil the anticipated outcome

145
.  

Support for maintaining employment in the years 2011-2012 is based on the National Employment 
Promotion Plan 2011-2012 (Aid for Job Preservation) as part of the active employment policy 
measures implemented by CES (Croatian Employment Service). The target group of this measure 
are employees working less than 40 hours a week in firms in difficulty, recipients of support can also 
include employers. As of August 2011, support for job preservation was given to 533 people.  

                                                           
144

  In order to qualify for the programme, only employers who operated losses in the second half of 2008 or the first half of 

2009 (but not in 2007) were allowed to submit an application for state aid. In addition they had to elaborate a job 

preservation programme which required the approval either by the workers’ council (trade union) or the CES of Croatia. 

Apart from this the awarding of the funds was linked to a series of other conditions for the employer (regular payment of 

wages, no overtime work etc).  

145
  Information obtained from the Ministry of Economy and Labour.  



394 

 

Other PES measures 

Apart from the short term work scheme which was considered an anti-crisis measure a number of 
other active labour market programmes, such as hiring subsidies, training for a known employer, 
training for an unknown employer (unemployed), public work programmes and support for business 
start-ups were in force. In the wake of the crisis the programme mix has changed significantly. As 
shown in Table 2 public work programmes (providing temporary employment) gained importance, 
while hiring subsidies were used less than in the pre-crisis period. Training measures, already one of 
the major instruments before the crisis became even more important. 
 
Table 2 - Participants in active labour market programmes (share in %) 

Programme 2008 2009 

Subsidies for youth with no work experience 13.3 3.4 

Subsidies of long-term unemployed  17.1 4.7 

Subsidies for unemployed aged 50+ 9.4 1.8 

Subsidies for specific groups of unemployed 4.7 1.0 

Training for known employer 14.7 10.2 

Labour market training 31.4 48.0 

Public works 9.3 30.7 

Public works (individual projects)  0.2 … 

Source: Croatian Employment Service. Yearly Report and Monthly Statistical Bulletin, 2008-2009 (in Gotovac, 2011) 

 
In order to support workers who are threatened by dismissal (but still employed) the Croatian CES 
introduced mobile teams. These teams were to take on a variety of services, including the provision 
of mediation for employees facing dismissal, psychological support, group counselling, offering ad-
vice on skills training and entrepreneurship, provision of support in self-employment and start-up of 
an own business and employment co-financing with another employer.  
In stimulating employment of young people the Croatian CES together with other partners imple-
mented a series of measures such as career guidance prior to leaving school, professional counsel-
ling and further education of unemployed young people or subsidised first employment. The latter 
was supported by the Chamber of Crafts.  

National Employment Promotion Plans 

A new round of active labour market policy measures defined by the Joint Assessment of Employ-
ment Policy Priorities of the Republic of Croatia (JAP) and based on the National Employment Pro-
motion Plan (2009-2010) was introduced in June 2009. The Plan was very ambitious and addressed 
all relevant issues related to the Croatian labour market (low employment rate, skill mismatch etc). 
Among others it envisaged an increase of the activity rate of females, older workers and young peo-
ple, addressed long-term unemployment and the reduction of the skill mismatch and called for in-
creasing investment in human capital etc. Similar priorities and objectives were addressed in the 
National Employment Promotion Plan 2011-2012. Though measures have been introduced on time, 
so far labour market effects are negligible due to the low availability of resources; altogether a total of 
EUR 18.1 million has been earmarked for its implementation (EEO, July 2011).   

Economic Recovery Programme146 

In April 2010 the Croatian government presented the Economic Recovery Programme (ERP), an 
ambitious and comprehensive package of short-term and medium and long-term measures address-

                                                           
146

  Economic policy framework and objectives of the Republic of Croatia are defined in strategic documents of the 

Government of the Republic of Croatia, namely the Government Programme Strategy 2011-2013, the Economic and 

Fiscal Policy Guidelines 2011–2013 and the Pre-Accession Economic Programme (PEP). Main document of economic 

policy is the Economic Recovery Programme. 



395 

ing all parts of the economy including the labour market. Accordingly the labour market should be 
made more dynamic by educating the workforce, the unemployed in particular including: 

 Changes in the unemployment benefit system with the aim to encourage unemployed to join 
educational programmes  

 Strengthening the role of the CES for the implementation of active employment policy measures 
and improving service delivery to the most disadvantaged groups through enhancing cooperation 
with the Social Welfare Centres and the VET Agency. 

 Offer of professional training for young unemployed people without concluding an employment 
contract in order to gain work experience.  

 Development of exit strategies for non-competitive segments of industries coupled with the provi-
sion of grants for redundancy plans and retraining.  

Unemployment benefit  

In Croatia expenditures on passive labour market policy measures (spending on unemployment 
benefits in particular) have been increasing in the wake of the crisis from 0.24% of the GDP in 2008 
to 0.37% in 2010, but remained far below the EU-27 average (1.9% of the GDP). The share of un-
employment benefit recipients as a percentage of registered unemployed rose from 22.5% in 2007 
to 26.2% in 2009. The low coverage can be explained by certain facts related to the eligibility criteria: 
the absence of any benefits foreseen for first-time job seekers who account for a large proportion of 
the unemployed. Another aspect is related to the high share of long-term unemployed, who have 
already exhausted their benefit rights. In addition unemployed with only informal work experience 
also contribute to that (Gotovac, 2011).  
In response to the crisis the Croatian government adopted the Act on Amendments to the Act on 
Employment Mediation and Unemployment Rights in October 2010, which extended or renewed the 
right to financial compensation of the unemployed. This measure became necessary since the enti-
tlement to unemployment benefit has expired for a number of people who lost their job during the 
crisis. At the same time the level of financial compensation for new beneficiaries was reduced after 
the first three months of entitlement from 50% of the previous gross salary after deduction of contri-
butions to 35% (PEP 2011). These amendments were assumed to be fiscally neutral, since higher 
costs triggered by the extension of the unemployment benefit entitlement are envisaged to be offset 
by savings through the reduction of the compensation level. In addition, an extension of the unem-
ployment benefit entitlement was approved for older people close to the old age pension, which 
should prevent them from entering early retirement pensions and consequently maintain or increase 
the employment rate of older workers.   

Changes in the average wage rates 

The deterioration on the labour market was also reflected to some extent in the wage developments. 
Average monthly gross wages increased by 4.6% in nominal terms between the third quarter of 
2009 and the third quarter of 2008, but recorded declines both in 2010 and in 2011 (Table 3). With 
the exception of distribution and electronics all other sectors under consideration have suffered from 
wage cuts (either in one year or in two consecutive years). It is however, interesting to note that 
wages in sectors with consistently declining employment (textiles, hotels, metals) have kept up with 
the average or developed even better. Furthermore it turned out that some sectors (rubber, vehicles 
and ships) had a lower nominal wage level in 2011 than in 2008, while only three sectors recorded 
an above average growth (finance, machinery, hotels and electronics). Wages in construction which 
was affected by tremendous employment cuts remained unchanged at the 2008 level, wages in 
distribution another sector suffering heavily from job losses had even increased nominally all over 
the crisis period. To conclude, wage growth slowed substantially after 2008, and in a number of 
sectors fell both in nominal and real terms.   
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Table 3 - Average wages in HRK, first quarter each year 
 Average gross monthly wages  % change (nominal) 
 2008 2009 2010 2011  2008 2009 2010 2011 

Manufacturing  6477 6574 6554 6531  7.5 1.5 -0.3 -0.4 

  Textiles
1)

  3629 3756 3731 3721  6.0 3.5 -0.7 -0.2 

  Chemicals 7036 7374 6760 7169  11.2 4.8 -8.3 6.1 

  Rubber 5606 5645 5714 5505  5.8 0.7 1.2 -3.7 

  Metals
2) 

6198 6285 6227 6178  12.0 1.4 -0.9 -0.8 

  Electronics
3) 

7627 7780 7979 8034  6.7 2.0 2.6 0.7 

  Machinery
4) 

6529 6784 6616 7116  6.8 3.9 -2.5 7.6 

  Vehicles 7307 6971 7290 7265  5.1 -5.0 4.6 -0.3 

  Other transport equipment (ships) 7615 7821 7366 7336  5.8 2.7 -5.8 -0.4 

Construction  6157 6379 6171 6164  7.7 3.6 -3.3 -0.1 

Distribution  6340 6460 6496 6463  7.9 1.9 1.9 2.9 

Hotels 6119 6345 6315 6479  5.2 3.7 -0.5 2.6 

Financial activities  12374 11817 13008 13845  9.6 -4.5 5.3 6.4 

Real estate, business activities  7689 8050 7654 7832  6.2 4.7 -4.9 2.3 

Total  7369 7708 7637 7672  7.5 4.6 -1.8 -1.7 

Note: excluding persons employed in crafts and trades, free lancers and private farmers.  
1) Manufacture of wearing apparel. - 2) Manufacture of fabricated metal products, except machinery and equipment.-  
3) Manufacture of electrical equipment.- 4) Manufacture of machinery and equipment n.e.c. 
Source: Statistical Office of Croatia.  

Concluding remarks 

Croatia was and still is severely hit by the global financial crisis and the subsequent recession. GDP 
will grow, if at all, only modestly in 2011, while employment will continue to fall.  During the crisis 
labour market policy measures were directed mainly to passive measures (income support), while 
spending on active measures was even reduced due to fiscal constraints. The implementation of a 
short-time working scheme, which should have helped to mitigate the impact of the crisis on the 
labour market, failed. Apart from poor incentives for employers and strict eligibility criteria, the pro-
gramme suffered from insufficient funding. The expansion of the public works programme provides 
only temporary employment and has uncertain long-term effects. Other programmes may remain 
only on paper, since the implementation of measures tends to fail either because of lack of political 
will or because of limited financial resources or because of both. The effect of the measures on 
boosting employment and reducing unemployment has been negligible. Given the modest growth 
expectations for the coming years a substantial recovery in employment is unlikely.   
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Turkey147 

Introduction 

Turkey was almost immediately and deeply affected by the global economic crisis, which started 
in the summer of 2008. GDP decreased sharply and the non-agricultural unemployment rate 
increased strongly from the second quarter of 2008

148
. It is interesting to see that both the 

economy and the labour market recovered quickly, almost as fast as they deteriorated. On the 
other hand, the decline in the unemployment rate seems to have come to an end.  
In the second quarter of 2008, just before the crisis hit, non-agricultural unemployment was 
around 12.6%, and it had remained unchanged for a while (Figure 1)

149
. Starting from the third 

quarter of 2008, non-agricultural unemployment rate started to increase very sharply until it hit 
18% in the second quarter of 2009.  This indicates that approximately 3.5 million people were 
unemployed, an increase of over 1 million. After reaching its peak at this point, it came down 
almost as fast and declined continuously up until the second quarter of 2011.  
 
Figure 8 Non-agricultural unemployment rate, seasonally adjusted 

 
 
The labour market in Turkey has a few structural characteristics that make labour market reac-
tions to economic crisis somewhat different compared to developed countries. These are a high 
share of employment in agriculture, a large informal market, low female labour participation rate 
and a growing labour force. These are briefly described below.  
First, Turkey still has not completed its structural transformation from agriculture into the non-
agricultural sectors. Approximately 25% of employment is still in agriculture. The agricultural 
sector is still dominated by small family farms. Hence self-employment and unpaid family work 
are still the dominant forms of employment in agriculture. This implies that unemployment is 
almost zero in agriculture. Moreover, we are not aware of any reliable data on hours worked in 
agriculture. Therefore, any sound analysis of the labour market should make a clear distinction 
between agricultural and non-agricultural sectors.  
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  We explain below why we focus on the non-agricultural unemployment rate rather than unemployment rate in general.  

149
  Turkstat releases three-month moving averages of labour market statistics each month. For example, the employment 

for February is the average of January, February and March. For Figure 1, monthly data provided by Turkstat was 

seasonally adjusted and data for the middle month of each quarter was used. So for the first quarter, we use February 

data, which is actually the average of January, February and March. Turkstat uses the same methodology.    
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There has been an unexpected development in agriculture in the past few years that deserves 
mention. International evidence and economic theory suggest that the share of agriculture in 
output and in employment should decrease over time. This has been the case in Turkey until 
recently. However, data in Figure 2 shows a non-negligible increase in agricultural employment 
since the third quarter of 2007. From its lowest point in October 2007, at 4.75 million, agricultur-
al employment has increased to over 6 million in June 2011. Some of this increase may be due 
to increasing world food prices. Nevertheless, some of it may also be due to increasing unem-
ployment in non-agricultural sectors (i.e. to people unable to get jobs elsewhere turning to agri-
culture to support themselves). There is no evidence as yet on the relative importance of these 
two different possibilities. However, it should be kept in mind that increasing employment in 
agriculture almost certainly prevented non-agricultural unemployment levels from increasing 
further.  
 
Figure 9 Employment in agriculture, seasonally adjusted 

 
Source: Household Labour Force Statistics, June 2011 

 
The second particularity of the labour market is the large informal sector, i.e.  the large number 
of workers who are not registered for Social Security

150
, which means that they are not entitled 

to unemployment insurance, retirement benefits, severance pay, and the like. Clearly, firms 
where workers are mainly informal are likely to react differently to economic crisis than firms 
where this is not the case. Moreover, informality is also widespread in non-agricultural sectors. 
Approximately one third of non-agricultural employment is estimated to be informal (Figure 3).  
 

                                                           
150

  Wages are taxed at the source in Turkey. The firm pays the employer’s share and the employee’s share of the social 

security taxes.  
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Figure 10 Informality 

 
Source: Household Labour Force Statistics, June 2011. 

Another particularity of the labour market in Turkey is the very low female labour force participa-
tion rate, which in turn brings down the female and total employment rates. The female labour 
force participation rate was 27.6% overall and 23.7% in urban areas in 2010

151
. Baslevent and 

Onaran (2003) study the economic crisis of 1994 and 2001, and they find evidence of a strong 
added worker effect. More precisely, when the primary breadwinner of the household faces a 
higher risk of unemployment as happens during an economic crisis, women enter the labour 
force. Unfortunately, research shows that this is only temporary and women exit the labour mar-
ket once the economic crisis is over. That being said, we have not yet observed a clear exit from 
the labour market in this crisis.  
Lastly, Turkey has still not completed its demographic transition either, which implies that the 
population is still very young. Hence, the labour force is still growing. We calculate that approx-
imately 500-600 thousand young people enter the non-agricultural labour market annually. In 
other words, even when there is no economic crisis, the economy needs to create 500-600 
thousand jobs each year to prevent the number of unemployed from increasing.  

Changes in employment in the selected sectors 

The main source of statistics on the labour market in Turkey is the Turkish Statistical Institute, 
Turkstat. Turkstat uses both firm-level and household-level surveys to collect statistics. There 
are two major drawbacks of the labour market statistics of Turkey: one concerning the short-
term business statistics, the other concerning the labour force surveys.  
 
Table 1 Number of formal and informal wage earners, seasonally adjusted 

 

Total Regular/Casual 

Wage Earners 

Informal Regular/Casual 

Wage Earners 

Formal Regular/Casual 

Wage Earners 
percentage change 

2005(1) 20087 3500 16524 Informal Formal 

2005(2) 20054 3591 16473 2.6% -0.3% 

2005(3) 20054 3673 16408 2.3% -0.4% 

2005(4) 20190 3751 16412 2.1% 0.0% 

2006(1) 20057 3699 16304 -1.4% -0.7% 

2006(2) 20336 3805 16550 2.9% 1.5% 

2006(3) 20532 3801 16736 -0.1% 1.1% 

2006(4) 20838 3820 17009 0.5% 1.6% 

2007(1) 20790 3759 17033 -1.6% 0.1% 

2007(2) 20785 3741 17056 -0.5% 0.1% 
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 Female labour force participation rates have always been higher in agriculture where women are working in family farms 

as unpaid family workers.  
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2007(3) 20829 3694 17086 -1.2% 0.2% 

2007(4) 20643 3553 17118 -3.8% 0.2% 

2008(1) 20958 3600 17375 1.3% 1.5% 

2008(2) 21305 3420 17933 -5.0% 3.2% 

2008(3) 21371 3356 18016 -1.9% 0.5% 

2008(4) 21165 3301 17837 -1.6% -1.0% 

2009(1) 20847 3225 17634 -2.3% -1.1% 

2009(2) 20951 3415 17590 5.9% -0.3% 

2009(3) 21454 3405 18098 -0.3% 2.9% 

2009(4) 21909 3465 18423 1.8% 1.8% 

2010(1) 22267 3487 18778 0.6% 1.9% 

2010(2) 22543 3534 19001 1.4% 1.2% 

2010(3) 22588 3582 19031 1.3% 0.2% 

2010(4) 23047 3615 19468 0.9% 2.3% 

2011(1) 23760 3699 20040 2.3% 2.9% 

2011(2) 23933 3767 20128 1.8% 0.4% 
Source: Author’s calculations based on Household Labour Force Survey, macro data. 

 
Short-term business statistics are collected at the firm level. Given that it is prohibited to employ 
workers informally, i.e. without paying social security contributions, the firms have a strong in-
centive not to reveal any information on informal employees. Therefore, it is likely that short-
term business statistics contain information only on formal employment. In addition, we expect 
any economic crisis to affect formal and informal workers asymmetrically since informally em-
ployed workers are not entitled to severance pay, and are less costly to fire and hence less 
costly to hire.  
 
Table 2 Number of employed by firm size 

NACE Rev 2 Less than 10 10 to 24 More than 25 Total 

Manufacturing 

13 33.8% 6.4% 59.8% 100.0% 

14 25.8% 18.9% 55.3% 100.0% 

15 37.3% 22.0% 40.7% 100.0% 

20 11.8% 8.7% 79.5% 100.0% 

22 20.7% 10.5% 68.8% 100.0% 

23 18.7% 9.0% 72.3% 100.0% 

24 16.3% 10.7% 73.0% 100.0% 

25 47.4% 11.5% 41.1% 100.0% 

26 16.0% 4.8% 79.2% 100.0% 

27 14.1% 5.5% 80.4% 100.0% 

28 24.9% 14.9% 60.2% 100.0% 

29 7.2% 3.4% 89.4% 100.0% 

Construction 

41 71.5% 8.7% 19.8% 100.0% 

42 13.5% 10.8% 75.7% 100.0% 

43 76.2% 7.9% 15.9% 100.0% 

Wholesale and retail 

trade 

45 78.2% 6.4% 15.4% 100.0% 

46 57.5% 12.4% 30.2% 100.0% 

47 80.0% 8.2% 11.8% 100.0% 

Accomodation and food 

service activities 

55 15.0% 10.5% 74.6% 100.0% 

56 73.0% 13.6% 13.4% 100.0% 

Financial and insurance 

activiteis 

64 8.4% 25.5% 66.1% 100.0% 

65 53.0% 10.8% 36.3% 100.0% 

66 54.5% 11.7% 33.9% 100.0% 

Real estate and busi-

ness activities 

68 89.3% 4.5% 6.3% 100.0% 

69 88.3% 4.8% 6.9% 100.0% 

70 13.3% 7.3% 79.4% 100.0% 
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71 55.1% 15.6% 29.3% 100.0% 

72 24.4% 9.6% 66.0% 100.0% 

73 40.5% 25.0% 34.5% 100.0% 

74 73.1% 9.3% 17.6% 100.0% 

75 84.0% 4.1% 11.9% 100.0% 

77 59.1% 17.4% 23.6% 100.0% 

78 10.3% 9.7% 80.0% 100.0% 

79 42.6% 19.9% 37.5% 100.0% 

80 13.0% 6.8% 80.2% 100.0% 

81 25.9% 7.6% 66.5% 100.0% 

82 35.0% 7.9% 57.1% 100.0% 

Source: Author’s calculations based on Household Labour Force Survey, micro data, 2010. 
 

Table 1 provides seasonally adjusted data on informal and formal employment for regular and 
casual wage earners. Note that the number of informal workers had been steadily declining from 
the first quarter of 2007on due to government efforts. However the decline in the number of 
informally employed workers accelerated from the second quarter of 2008 onwards. This is 
probably because firms were laying off informal workers first. Note that the decline in formal 
employment comes half a year later. Also, when the labour market started to recover from the 
second half of 2009 onwards, informal employment also started to increase. This implies that at 
least some of the jobs that were created during this period were informal, and hence will not be 
reflected in the short-term business statistics.  
More importantly, short-term business statistics on employment are collected from firms that 
have 20 or more workers

152
. However, according to data from the household labour force sur-

vey, these firms account for only about one third of total employment in Turkey. See Table 2 for 
specific sectors.  
Any study that fails to take these serious limitations into account would be misleading and it is 
almost certain that the short-term business statistics fail to provide a full insight into the labour 
market in Turkey.  
The Labour Force Survey data are collected at the household level. Since taxes are withheld at 
source in Turkey, informal workers do not feel that they are breaking the law. Hence, the 
household level data is likely to contain more reliable information on employment by including 
informally employed workers

153
. On the other hand, the Turkish Statistical Institute, Turkstat, 

has only recently started using the NACE Rev.2 classification in the Household Labour Force 
Surveys for the sectoral employment data. Unfortunately NACE Rev. 2 data starts only in 2009, 
making it impossible to understand the effects of the economic crisis on these sectors.  In other 
words, data disaggregated at the NACE Rev.2 level are only available from the first quarter of 
2009 on, which is the deepest point of the crisis. On the other hand, sectoral data on the NACE 
Rev. 1 classification are available from 2005 onwards in the labour force surveys. Using these 
data, provided by Turkstat monthly, provides a more realistic even if narrower analysis. We 
convert the sectors from Rev. 2 to Rev.1 for this purpose. This enables the data to be seasonal-
ly adjusted as well. 
Short-term business statistics  
Keeping in mind the data caveats, Table 3 provides data on the changes in production and 
number of employed. Note that we use data from two different sources: one provided by Euro-
stat and the other by Turkstat. There are small differences between the two series, but Turkstat 
also provides data on textiles and more recent data on basic metals and fabricated metal prod-
ucts and electronic, electrical and optical products.  
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  “According to the results of Annual business statistics industry and services survey, enterprises, whose main activity is 

manufacturing or mining, employed 20 or more persons and constitute the 80 percent of the total value added are 

enclosed. For electricity, gas, steam and air conditioning supply sector, electricity production is covered wholly and only 

water collection, treatment and supply (Division 36) is included for E section, and 16 metropolitan municipalities are 

comprised for this sector”. http://www.turkstat.gov.tr/MetaVeri.do?tb_id=62&ust_id=9 

153
  In the Household Labour Force Survey, participant are first asked whether they are employed, then after answering 

some questions regarding hours, sector, occupation, etc, they are asked whether she is registered at the Social 

Security Institution due to this employment.  

http://www.turkstat.gov.tr/MetaVeri.do?tb_id=62&ust_id=9
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The data shows that the global economic crisis has hit all of the aforementioned sectors simul-
taneously. The economy had been growing up until the crisis, production increasing in all sec-
tors from the first quarter of 2007 to the first quarter of 2008.  The production increases in motor 
vehicles and construction had been especially strong. Textile is an obvious exception where 
production and employment has been declining in Turkey structurally. From the first quarter of 
2008 to that of 2009, the crisis hit production hard in the manufacturing sectors. Production 
losses were of roughly equal size in the sectors under study during this period, more than 20%, 
except for motor vehicles where production fell by more than half.  
It is evident that production then recovered fast and in what seems to be a robust manner in 
these sectors. From the first quarter of 2009 to that of 2010, production in almost all sectors was 
up by about 20%, production in motor vehicles by 73%. Note that production continued to grow 
from the first quarter of 2010 to that of 2011 – more slowly but still strongly. Electronics, electri-
cal and optical products, machinery, equipment and motor vehicles experienced production 
increases of around 30%.  
As for employment, the data indicate that almost all of the sectors expanded employment up 
until the crisis hit, except for textile. In the manufacturing sector, employment grew by 1.99% 
overall from the first quarter of 2007 to that of 2008. In the following sectors, increases in em-
ployment were larger than in manufacturing overall: rubber and plastics (2.32%), basic metals 
and fabricated metal products (3.59%), electronic, electrical and optical products (4.79%), ma-
chinery and equipment (7.88%) and motor vehicles (12.87%). From the first quarter of 2008 to 
that of 2009, all sectors under study suffered employment losses. Moreover, employment in 
machinery and equipment (3.41%) and in motor vehicles (2.85%) continued to decline on a 
yearly basis from the first quarter of 2009 to that of 2010. 
 
Table 3 Percentage changes in production and employment  

 Manufacturing Textile Chemical 

Rubber and 

plastics 

Basic Me-

tals and 

fabr. Electronic Machine  Motor 

Turkstat data       

Production         

2007-08 Q1 7.09 -3.74 -0.33 3.52 6.90 1.06 4.14 35.23 

2008-09 Q1 -25.08 -22.89 -20.95 -23.07 -26.20 -24.43 -35.26 -58.53 

2009-10 Q1 19.99 16.78 32.67 22.62 11.79 33.85 26.63 72.65 

2010-11 Q1 14.77 3.82 12.77 17.20 14.23 32.36 35.51 29.09 

Employment         

2007-08 Q1 2.01 -2.65 0.72 1.86 4.07 2.58 7.91 12.87 

2008-09 Q1 -10.30 -15.00 -5.41 -11.73 -8.02 -6.26 -11.12 -17.99 

2009-10 Q1 0.73 -1.03 5.39 3.37 0.90 4.15 -3.39 -2.84 

2010-11 Q1 6.84 5.96 6.35 7.78 8.81 8.56 14.96 12.30 

Eurostat data         

Production         

2007-08 Q1 6.08  0.03 3.71 5.69 1.72 4.26 36.44 

2008-09 Q1 -22.45  -21.44 -23.35 -27.66 -25.41 -34.21 -58.69 

2009-10 Q1 17.77  32.77 22.17 18.92 32.77 23.85 72.54 

2010-11 Q1 13.07  13.36 17.16 15.33 32.66 34.85 28.68 

Employment         

2007-08 Q1 1.99 -2.59 0.71 2.32 3.59 4.79 7.88 12.87 

2008-09 Q1 -10.31 -13.85 -5.40 -11.42 -8.66 -8.48 -11.11 -17.99 

2009-10 Q1 0.72 -1.24 5.36 3.63 1.51 0.86 -3.41 -2.85 

2010-11 Q1 6.85 0.00 6.33 7.96   14.93 12.30 
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Figure 11 Employment in various sectors, seasonally adjusted, in thousands 

 

Source: Author’s calculations based on Household Labour Force Survey, macro data. 

Labour force survey  
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Manufacturing 

Manufacturing constitutes 24.2% of total non-agricultural employment in Turkey. Figure 4 pro-
vides seasonally adjusted series for employment in the manufacturing sector as well as for the 
entire non-agricultural sector. It is easy to see that employment in manufacturing decreased 
substantially during the global crisis. After having reached 4.3 million in June 2008, it started to 
decrease sharply and it was down to 3.774 million in May 2009, a 12.3% reduction within a 
year. It is easy to see from the figure that it has not been this low since before January 2005.  
Note that after May 2009, employment in manufacturing started to increase just as fast and it 
was up to 4.274 million in August 2010. After a small decline, employment in manufacturing 
reached its pre-crisis level in November 2010 and increased even further to 4.513 million by 
March 2011. It has fallen since then up to June 2011 parallel to a similar increase in the manu-
facturing production index.  
It is evident that men suffered most of the job losses in manufacturing. Data shows that number 
of women employed in manufacturing have declined only in two months since the beginning of 
the crisis. Figure 5 shows year-on-year changes in employment in manufacturing for men and 
women. It is clear that the employment losses in manufacturing were almost fully suffered by 
men. We believe that social security contribution subsidy for hiring women (discussed below) 
has helped in this sector.   
 
Figure 12 Employment in manufacturing, year-on-year changes 

 
Source: Household Labour Force Survey, macro data. 

Construction 

Employment in construction is about 9.5% of total employment in non-agricultural sectors.  Fig-
ure 4 provides seasonally adjusted series for employment in construction. It is interesting that 
construction did not suffer any losses during the global economic crisis and increased at a high-
er rate after April 2009.  

Wholesale and retail trade, hotels and restaurants  

This sector makes up about 26% of non-agricultural employment. Figure 4 provides seasonally 
adjusted series for employment in wholesale and retail trade, hotels and restaurants. The data 
shows that employment did suffer a sizeable loss from 4.618 million in December 2008 to 4.321 
million in April 2009, a reduction of 6.4%. From April to August 2009, employment in this sector 
increased sharply. However, after some sizeable losses, it remained unchanged up until De-
cember 2010. At this point, employment was 4 .428 million. It started increasing to reach its pre-
crisis level in April 2011, and has risen since to 4.708 million in June 2011.  

Finance, insurance, real estate and business services  
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Employment in finance, insurance, real estate and business services represent about 9% of all 
non-agricultural employment. Figure 4 plots the seasonally adjusted series for this sector. Clear-
ly this sector did not experience any employment losses during the global economic crisis. Giv-
en that the banking system has been healthy, this is not surprising.  

Policy measures  

Although not intended to counteract the effects of the global financial crisis, Law No. 5763 which 
was passed on May 15

th
, 2008, brought about some changes that turned out to have important 

implications for employment. Law No. 5838 of February 18
th
 2009, Law No. 5921 of August 11

th
 

2009 and Law No. 5951 of January 28
th
 2010 have articles that relate to policies introduced by 

Law No. 5763. Moreover, Law No. 6111, which has come to be known as the Bag of Laws (Tor-
ba Yasa) due to its inclusive nature, passed on February 13

th
 2011 has important articles that 

restructure the policy measures that have been introduced by the former laws.  

Short-time work and allowance 

Short-time work is defined as the temporary reduction of weekly working time in an establish-
ment by the employer partially or entirely. Working time needs to be cut by at least one third or 
by at least four weeks.  
According to Law No. 5763, the employer is entitled to reduce or even cease production com-
pletely temporarily or permanently due to general economic crisis or force majeure. In this case, 
employees receive unemployment benefits to compensate for the shortened working time, on 
condition that they are entitled to receive unemployment benefits. Unemployment benefits are 
set at 40% of the average gross wage of the worker over the past 4 months of employment. The 
length of time an employee receives short-time work allowance is deducted from the duration of 
unemployment benefits he or she is entitled to. Short-time work allowances are paid for up to 
three months.   
Law No. 5838 extended the period of short-time work allowances to from three to six months 
and increased the allowance to 50%. Moreover it stipulated that the length of time they were 
received could not be deducted from the duration of unemployment benefits. Law No. 5951 
allowed employers to apply for short-time allowances up until 2010.    
Law No. 6111 stipulated that short-time working should be restricted to 3 months. However, the 
allowances to be received during this period are no longer set at the level of unemployment 
benefits the employee is entitled to. Employee receives 60% of their gross wage and not more 
than 150% of the minimum wage.   
 
Table 4 Number of employees entitled to short-time work allowance 

2005 21 

2006 217 

2007 40 

2008 650 

2009 190,207 

2010 27,163 
Source: ISKUR, Monthly Statistical Bulletins 

 
Table 4 provides yearly data on the number of employees who applied for and were entitled to 
short-time work allowance. Figure 7 provides monthly data from January 2009 onwards. Unfor-
tunately, monthly data does not go back further. However, in January 2009, there were only 651 
workers in receipt. As is clear, the short-time work allowance fund was mainly resorted to in 
2009 and was used to pay about 82 thousand workers at its peak in June 2009. More than 190 
thousand employees received short-time work allowance in 2009. The take up has been lower 
ever since and there were only 27 thousand workers in 2010.        
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Figure 13 Number of employees entitled to short-time work allowance 

 
Source: ISKUR, Monthly Statistical Bulletins  

Wage guarantee fund 

Law No. 5763 also established the wage guarantee fund within the Unemployment Insurance 
Fund. If an employer declares bankruptcy and cannot pay wages, the Wage Guarantee Fund 
pays up to three months’ wages. 
Figure 8 provides data on the number of employees receiving wage guarantee payments. It can 
be seen that the fund was used more in the second and third quarter of 2009 and in the second 
quarter of 2010. At its peak, about 3 thousand workers were entitled to receive payments from 
this fund. Compared to the short-time work allowance, the wage guarantee fund seems to be 
much less popular.   
 
Figure 14 Number of employees receiving wage guarantee payments 

 
Source: ISKUR, Monthly Statistical Bulletins 
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5-point reduction in employer’s share of social security contributions  

Law No. 5763 dictates that five percentage points of the employers’ share of social security 
contribution are to be paid by the Treasury. With the introduction of this law, labour costs have 
declined moderately. Unfortunately, no studies have been carried out which have estimated the 
impact of this policy change on the labour market.  

Social security subsidy for women and youth 

Law No. 5763 provides social security subsidies for employing women regardless of their ages 
and men between the ages of 18 and 29. Under this law, the employer’s share of social security 
contributions is to be paid by the Unemployment Insurance Fund for five years although at a 
declining rate. The law stipulates the some conditions need to be respected to ensure that new 
jobs are created rather than existing employers being replaced by women and/or the young (to 
minimise the substitution effect). Even though this law was of a temporary nature when it first 
came into effect, the deadline for applications was extended subsequently up to June 2011.  
Law No. 6111 restructured this subsidy for women and young people. According to the new law, 
women and young people who have certified vocational training can be subsidised for longer 
periods, from 36 to 54 months. Even men above the age 29 are entitled to this subsidy if they 
have certified vocational training, though only for 24 months.  The deadline for applications for 
this subsidy is the end of 2015. 
Uysal (2009) studies the effects of this subsidy using data released by Turkstat, specifically 
monthly aggregate level labour market data collected by Household Labour Force Surveys. 
Using a difference-in-differences methodology, she shows that formal employment of women is 
likely to increase relative to that of men. She does not find strong results for young people; 
however, the subsidy seems to have helped the relative position of young women. The results 
indicate that the effects of the subsidy were stronger in the manufacturing sector, and for wom-
en who have less than a high school degree. This is an expected result, as the subsidy would 
have a stronger effect at lower wage levels. It is not clear whether the subsidy has helped cre-
ate new jobs or transform informal employment into formal employment. In either case, it has 
unquestionably led to an increase in women’s formal employment.  
On the other hand, with the introduction of a new law, which provides subsidies to all new hires, 
the relative increase in the formal employment of women seems likely to be curtailed.  

Social security subsidy for new hires 

Law No. 5921 dictates that the employer’s share of social security contributions for new hires is 
to be paid by the Unemployment Insurance Fund for up to 6 months. This law also includes 
clauses to minimise substitution effects. For example, it dictates that only those employees for 
whom no social security contributions had been paid in the previous three months are eligible. 
The deadline for applications was set at the end of June 2011. It has not been extended.  
Data indicate this law almost annuls the comparative advantage of women and young people 
provided by the previous subsidy. Women’s relative employment gains over men are immedi-
ately lost with its introduction.    

Training 

Law No. 6111 introduces an addition to the existing Labour Code which states that 30% of the 
past year’s revenue of the Unemployment Insurance Fund may be used to increase the em-
ployability of the workforce, to reduce the risk of unemployment risk raising the skill level of 
those employed, to redirect those who are at risk of becoming unemployed due to technological 
changes towards other areas, to take precautions to increase and protect employment, to pro-
vide job search consultancy and to conduct research and planning on the labour market.  
ISKUR, the National Employment Agency, which is the institution in charge of active labour 
market policy, has increased training efforts. According to ISKUR, the number of people who 
participated in various programmes increased from 32 thousand in 2008 to 234 thousand in 
2009, and 212 thousand in 2010. These programmes include Employment-Guaranteed Train-
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ing, Training of the Labour Force, a Temporary Public Employment Programme and UMEM. 
Unfortunately, there are no impact analyses on these projects

154
.  

Job-Guaranteed Training  
These programmes are targeted at those people who do not have an occupation. The goal is to 
find jobs for at least 50% of the participants. There were 22 thousand participants in 2009 and 
42 thousand in 2010. There are no data on the number of those who obtained jobs after the 
training.  
Training of the Labour Force – Increasing the Employability of the Labour Force 
These training programmes are provided for those who do not have an occupation and/or those 
who are receiving unemployment benefit. There were 109 thousand participants in 2009 and 90 
thousand in 2010. 
Temporary Public Employment Programme – Public works 
This programme aims to provide employment for those who are unemployed during periods or 
in areas where unemployment rates are high. The programme provides employment opportuni-
ties for short periods of time and the participants receive the minimum wage. There were 45 
thousand participants in 2009 and 39 thousand in 2010. 
UMEM Beceri 10 
This is a vocational training project that aims to minimise the skill mismatch in the labour mar-
ket. After surveying member firms of TOBB (The Union of Chambers and Commodity Exchang-
es of Turkey), ISKUR and its partners will determine areas in which there is demand for skilled 
labour and administer vocational training in these areas. The goal is to train 1 million workers. 
The partners of this project include ISKUR, Ministry of National Education and TOBB.  

Tax reductions for selected sectors 

In order to alleviate the effects of the crisis on the motor vehicle industry, special consumption 
tax (SCT) reductions for motor vehicles, motorcycles and household appliances were introduced 
on May 16, 2009. Initially, the reductions were in effect from this date until June 2009, but later 
they were extended up until September 30, 2009.  

Scrapping subsidy 

The scrapping subsidy provided subsidies to scrap commercial vehicles that were produced no 
later than 1972. Later the scheme was expanded to include commercial vehicles produced no 
later than 1980. 6000 TL was paid on average per vehicle. However, this subsidy did not in-
clude a precondition to buy another vehicle and did not cover passenger vehicles. Its effects, 
therefore, were very limited (ILO, 2010).  

Special consumption tax reductions 

SCT reductions were introduced for passenger cars with engines smaller than 1601 cc. SCT 
was reduced from 37% to 18% from March to June 2009, and to 27% up until the end of Sep-
tember 2009. Passenger cars with larger engines received a smaller reduction only in the first 
round. ILO (2010) finds that the policy did not target local passenger car production well 
enough. In other words, SCT reductions were introduced not only for locally produced cars, but 
also for imported cars. This implied that there was a 15 to 20% increase in demand for small 
passenger cars. However, part of the increase in demand was met from stocks, and another 
part from imported cars, both of which did not bring about an increase in employment. The re-
sults indicate that overall the reduction in tax revenue was not compensated for by the increase 
in sales. ILO (2010) concludes that there were welfare losses due to this policy since it could not 
prevent employment losses and too much tax revenue was foregone.  

Unemployment insurance 

Although obviously not a policy directed at battling the global economic crisis, unemployment 
insurance is definitely a measure that has played an important role in the labour market during 
this period. Figure 5 provides data on the number of unemployed who applied for and were 
receiving unemployment benefits. Note that even at the peak in May 2009; only 300 thousand 
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  http://statik.iskur.gov.tr/tr/rapor_bulten/2010%20Y%C4%B1l%C4%B1%20Faaliyet%20Raporu.pdf 
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people were in receipt of benefits as compared with around 3.5 million people unemployed in 
the second quarter of 2009. Many of the unemployed, therefore, did not qualify to receive un-
employment benefits due to very restrictive eligibility conditions.  
 
Figure 15 Number of unemployed receiving unemployment benefits, seasonally adjusted  

 
Source: Author’s calculations based on data released by ISKUR 

Concluding remarks 

The global economic crisis hit Turkey hard. GDP went down and non-agricultural unemployment 
rate increased dramatically from the second quarter of 2008 onward. The recovery, which was 
based on domestic demand, started almost a year later, in the second half of 2009. Both GDP 
and the non-agricultural unemployment rate recovered. Sectoral data from the household labour 
force surveys indicate that manufacturing suffered severely from the crisis, but it has recovered 
almost fully.  
The government had taken some measures to combat unemployment immediately before the 
crisis hit. These policies included permanent reductions in the employer’s share of social securi-
ty contribution as well as temporary social security contributions reductions for hiring women 
and young people. However, in view of the severity of the crisis, the government took comple-
mentary measures to prevent unemployment rates from increasing further. These policies in-
cluded reductions in social security contributions for all new people hired, an extension in the 
reductions for hiring women and young people as well as sectoral policies such as a reduction 
in special consumption taxes on motor vehicles.  
Meanwhile, the government also signalled that it was working on a National Employment Strat-
egy which would be made public sometime in the summer of 2009. However, the elections pre-
vented the government from making significant moves towards a more flexible labour market 
and the National Employment Strategy has not yet been revealed. Some of the policies that 
were supposedly in this strategy were adopted just before the election, such as an extension of 
the subsidies for hiring women and young people. However, more radical reforms such as re-
gional minimum wages, the creation of a severance payment fund and extending the scope and 
benefits of the unemployment insurance fund in return, have not been published yet.  
It would be fair to say that the labour market in Turkey has recovered from the devastating ef-
fects of the global economic crisis only to face its old problems, such as high costs of dismissing 
workers and relatively high minimum wages. The non-agricultural unemployment rate has fallen 
and was still at around 13% in June 2011. Given that high growth rates may not be attained in 
the near future, there is dire need for structural labour market policies to combat high non-
agricultural unemployment rates.  
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Table 5 Percentage changes in production, employment and productivity 

 Manufacturing Textile Chemical 

Rubber and 

plastics 

Basic Me-

tals and 

fabr. Electronic Machine  Motor 

Turkstat data       

Production         

2007-08 Q1 7.09 -3.74 -0.33 3.52 6.90 1.06 4.14 35.23 

2008-09 Q1 -25.08 -22.89 -20.95 -23.07 -26.20 -24.43 -35.26 -58.53 

2009-10 Q1 19.99 16.78 32.67 22.62 11.79 33.85 26.63 72.65 

2010-11 Q1 14.77 3.82 12.77 17.20 14.23 32.36 35.51 29.09 

Production lagged 2 quarters       

2007-08 Q1 5.33 0.56 7.44 2.16 6.24 -3.33 4.10 5.62 

2008-09 Q1 -1.93 -11.61 -4.11 -2.45 -0.71 -2.34 -4.74 3.19 

2009-10 Q1 -9.57 -9.75 2.53 -11.38 -15.13 4.17 -22.63 -18.05 

2010-11 Q1 10.30 8.50 6.96 14.87 10.94 20.82 34.43 16.47 

Employment         

2007-08 Q1 2.01 -2.65 0.72 1.86 4.07 2.58 7.91 12.87 

2008-09 Q1 -10.30 -15.00 -5.41 -11.73 -8.02 -6.26 -11.12 -17.99 

2009-10 Q1 0.73 -1.03 5.39 3.37 0.90 4.15 -3.39 -2.84 

2010-11 Q1 6.84 5.96 6.35 7.78 8.81 8.56 14.96 12.30 

Production lagged 2 quarters / employment      

2007-08 Q1 3.25 3.30 6.68 0.29 2.09 -5.76 -3.53 -6.43 

2008-09 Q1 9.33 3.99 1.37 10.51 7.95 4.18 7.18 25.83 

2009-10 Q1 -10.22 -8.81 -2.72 -14.27 -15.89 0.03 -19.91 -15.66 

2010-11 Q1 3.24 2.40 0.58 6.57 1.96 11.30 16.93 3.71 

2007-11 Q1 4.6% 0.3% 5.8% 1.3% -5.5% 9.3% -3.2% 3.0% 

         

Eurostat data         

Production         

2007-08 Q1 6.08  0.03 3.71 5.69 1.72 4.26 36.44 

2008-09 Q1 -22.45  -21.44 -23.35 -27.66 -25.41 -34.21 -58.69 

2009-10 Q1 17.77  32.77 22.17 18.92 32.77 23.85 72.54 

2010-11 Q1 13.07  13.36 17.16 15.33 32.66 34.85 28.68 

Production lagged 2 quarters       

2007-08 Q1 6.77  7.44 3.27 5.21 -4.03 5.17 6.64 

2008-09 Q1 -3.11  -4.17 -2.07 -2.56 -2.86 -5.67 0.45 

2009-10 Q1 -9.00  2.59 -10.25 -14.46 4.05 -21.60 -16.60 

2010-11 Q1 14.56  7.03 16.39 12.66 21.12 35.99 17.96 

Employment         

2007-08 Q1 1.99 -2.59 0.71 2.32 3.59 4.79 7.88 12.87 

2008-09 Q1 -10.31 -13.85 -5.40 -11.42 -8.66 -8.48 -11.11 -17.99 

2009-10 Q1 0.72 -1.24 5.36 3.63 1.51 0.86 -3.41 -2.85 

2010-11 Q1 6.85 0.00 6.33 7.96   14.93 12.30 

Production lagged 2 quarters / employment      

2007-08 Q1 4.68  6.68 0.93 1.56 -8.42 -2.51 -5.52 

2008-09 Q1 8.02  1.30 10.56 6.67 6.14 6.11 22.48 

2009-10 Q1 -9.65  -2.63 -13.40 -15.74 3.17 -18.83 -14.16 

2010-11 Q1 7.22  0.66 7.81   18.32 5.05 
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United States155 

Overview of the "Great Recession"  

The economic downturn that began in the United States in December 2007 was the worst of the 
post-war period

156
. Between the peak of the preceding cycle and the trough in June 2009, US 

GDP fell 5%. Over the same period, total employment declined about 6% (a net loss over eight 
million lost jobs). Employment continued to fall even after GDP growth resumed. More than two 
full years into the recovery, employment is still about 5% below its 2007 level.  
The "Great Recession" was striking not just for its depth and length, but also its breadth. Layoffs 
hit first in construction (in response to the collapse in the housing bubble) and manufacturing 
(which never recovered fully from the 2001 recession). Job losses then spread quickly to almost 
every sector of the economy, including industries typically immune to cyclical downturns. 
This brief report reviews some of the main features of the recent recession and recovery. Sec-
tion II reviews data on employment, value-added, and productivity, at the aggregate level and 
for 12 key industrial sectors (selected for compatibility with a parallel analysis of European Un-
ion economies). Section III compares employment trends over the Great Recession and on-
going recovery with the experience of earlier post-war downturns. Section IV briefly reviews the 
US government response to the steep rise since 2008 in the national unemployment rate. Sec-
tion V briefly examines the main lines of the recent US debate on "structural unemployment". 

Employment, value-added, and productivity in 12 key sectors, 2007 to the pre-
sent 

Employment 

Employment has recovered little since bottoming out in the first quarter of 2010 at about 6% 
below its 2007 level (see Fig.1 for annual aggregate data and Fig.2 for quarterly aggregate da-
ta). At present, total employment is still about 5% below its previous peak and this same pattern 
holds if the analysis is restricted only to the private sector. 
Figures 3 to 15 show annual trends for employment (and value-added and output per worker) in 
each of the 12 sectors selected for analysis (plus a separate figure for manufacturing as a 
whole). (Table 1 shows total employment levels in each of the sectors from 2006 to 2011.) 
Employment fell sharply and has shown little or no recovery in: textiles, clothing, and footwear 
(Fig.4), chemicals (Fig.5), rubber and plastics (Fig.6), metals (Fig.7), electronics (Fig.8), ma-
chinery and equipment (Fig.9), motor vehicles (Fig.10), manufacturing as a whole (Fig.3), and 
construction (Fig.11). 
Employment fell less but has still not recovered its 2007 levels in wholesale and retail trade 
(Fig.12) and finance and insurance (Fig.14). 
Employment fell only slightly and has come closest to recovering 2007 levels in accommodation 
and food service (Fig.13) and business activities and real estate (Fig.15). 
The most consistent generators of jobs over the 2007 to 2011 period were education services 
(Fig.16) and health services (Fig.17). Government employment initially rose slightly as the rest 
of the economy lost jobs, but since 2010 government jobs have been on the decline, in part, 
reflecting the completion of the 2010 decennial census, which at its peak employed more than a 
half million workers

157
 on a short-term basis, and, in part, because cash-strapped state and local 

governments have laid off over a quarter of a million workers
158

. 

                                                           
155 John Schmitt, Center for Economic and Policy Research, Washington D.C. 
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  For the semi-official peaks and troughs of U.S. business cycles since the mid-1850s, see the National Bureau of 

Economic Research (NBER) Business Cycle Dating Committee, http://www.nber.org/cycles.html.  

157
  See Emily Richards, "The 2010 Census: the employment impact of counting the Nation", Monthly Labor Review, March 

2011, pp. 33-38.  http://www.bls.gov/opub/mlr/2011/03/art3full.pdf  

158
  In May 2011, UBS Investment Research estimated that state and local governments laid off 300,000 workers in fiscal 

year 2011 and projected an additional 450,000 layoffs in fiscal year 2012 (Reuters, "State and local governments may 

cut 450,000 jobs in FY2012", May 23, 2011). 

http://www.nber.org/cycles.html
http://www.bls.gov/opub/mlr/2011/03/art3full.pdf


412 

In short, by the third quarter of 2011, employment has still not recovered to its 2007 levels in 
aggregate or in any of the 12 selected sectors. What little job growth the United States has ex-
perienced since 2010 has been outside these 12 sectors. Health care, in particular, has been an 
area of consistent employment growth. 

Value-added and productivity 

Aggregate productivity growth (real output per hour in the non-farm business sector) shows 
three distinct phases between 2007 and 2011 (see Fig. 1 and 2). The first runs from the begin-
ning of 2007 to early 2009, when productivity growth was slow. From early 2009 to the end of 
2010, productivity growth accelerated. More recently, in the first two quarters of 2011, productiv-
ity growth rates have declined again. 
By 2011, GDP had roughly recovered its real 2007 level (see Table 2), but this same level of 
output was being produced by a workforce that was about 5% lower than it had been in 2007. 
(The workforce is also working, on average, slightly fewer hours in 2011 than it did in 2007; see 
Table 3.) 
The United States does not produce regular, quarterly estimates of industry-level value-added 
or productivity

159
. The Bureau of Economic Affairs (which prepares the National Income and 

Product Accounts), however, did construct an experimental series
160

 at approximately the two-
digit industry level (with many industries not included) for the years 2007-2009 and BEA sepa-
rately produces annual value-added estimates

161
 at the two-digit level (again, with many missing 

industries) that is currently only available up until 2010. Figures 3 to 18 are based on the annual 
version of the series, which enables trends to be distinguished up until 2010; unfortunately, the 
BEA has not produced estimates to 2010 for the manufacturing subsectors analysed in this 
report. 
Figures 3 to 18 also combine the BEA value-added data with employment data from the Bureau 
of Labor Statistics (BLS) to produce simple indices of output-per-worker, which are labelled 
"productivity" in these figures. 
In manufacturing overall, productivity levels were flat in 2009 and then rose in 2010 as value-
added increased and the workforce continued to decline (Fig.3). Unfortunately, the only value-
added data available for the selected manufacturing industries are from the experimental quar-
terly series produced by the BEA for 2007 to 2009 only. Figures 4 to 10 show these trends for 
the selected manufacturing industries; the aggregate data suggest caution in reading too much 
into these quarterly figures because at the aggregate level --both within manufacturing and for 
the economy as a whole -- productivity increased sharply in 2010, after the experimental quar-
terly data from the BEA end. That said, it is striking that within manufacturing in 2009, produc-
tivity levels increased only in the electronics sector, where value-added shot up as employment 
fell. In the rest of the selected manufacturing sectors, employment fell as much or more than 
value-added. 
Outside of manufacturing, data are available on value-added and output-per-worker up to 2010. 
Productivity levels increased in construction (only slightly, see Fig.11), wholesale and retail 
trade (Fig.12), finance and insurance (Fig.14), and business activities and real estate (Fig.15). 
Productivity fell sharply, however, in accommodation and food services (Fig.13) --the one sector 
among the 12 where employment came closest to recovering its 2007 level. 

                                                                                                                                                                          
 http://www.reuters.com/article/2011/05/23/us-markets-municipals-idUSTRE74M60U20110523  

159
  Robbins, Howells, and Li note: "While almost all developed economies produce quarterly --or in some cases even 

monthly-- statistics on GDP by industry, the Bureau of Economic Analysis (BEA) currently releases these statistics only 

annually". See Carol A. Robbins, Thomas F. Howells, and Wendy Li, "Experimental Quarterly U.S. Gross Domestic 

Product by Industry Statistics", Survey of Current Business, February 2010, pp. 24-31. 

160
  See Nicole M. Mayerhauser and Erich H. Strassner, "Prototype Quarterly Statistics on U.S. Gross Domestic Product by 

Industry", Survey of Current Business, July 2011, pp. 32-43. 

161
  See Teresa L. Gilmore, Edward T. Morgan, and Sarah B. Osborne, "Annual Industry Accounts: Advance Statistics on 

GDP by Industry for 2010", Survey of Current Business, May 2011, pp. 8-24. 

http://www.reuters.com/article/2011/05/23/us-markets-municipals-idUSTRE74M60U20110523
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Employment trends relative to earlier recessions 

While the recession officially started in December 2007, employment losses were relatively 
modest in the first quarter of 2008 and even up until most of the third quarter of that year (see 
Fig.19, from the CalculatedRISK blog). The months October 2008 to March 2009 were "the 
most severe 6-month period of job losses since 1945, when WWII was ending," according to 
Bureau of Labor Statistics analysts reviewing job losses during the recent recession

162
. Em-

ployment losses gradually diminished in size from the second quarter of 2009, but employment 
did not begin to rise again, and then only modestly, until March 2010. 
Relative to the size of the workforce, these job losses far exceeded those experienced in all 
earlier post-war recessions. Figure 20 (also from the CalculatedRISK blog) shows the cumula-
tive percentage change in employment, relative to the pre-recession peak, for each of the post-
war recessions. During the first year and a half, the 2007-09 recession followed the trajectory of 
the deepest of the post-war recessions. By the year-and-a-half mark, even the worst of the ear-
lier post-war recessions were generating net employment gains. But, job losses continued in the 
most recent recession for two full years.  
Another important difference between the 2007-09 recession and most post-war recessions is 
the shape of the eventual employment recovery. In most of the earlier recessions (the 1990-91 
and the 2001 recessions are the other exceptions), the employment path had a fairly distinct V-
shape. The 2007-09 (and the 1990-91 and 2001) recessions, however, show no sharp upturn in 
employment after it hit the bottom. 
A detailed analysis of the employment behaviour of each of the 12 industries in recent reces-
sions is beyond the scope of this report. A 2011 special issue of the Bureau of Labor Statistics' 
Monthly Labor Review, however, has analysed employment changes in several key sectors, 
which are reviewed below. 

Construction 

The collapse of the housing bubble in 2006 put residential construction at the epicentre of the 
Great Recession

163
. Residential construction employment peaked in April 2006, well before the 

official start of the downturn in December 2007. Construction employment has always been 
highly responsive to the business cycle, but Figure 21 shows that losses in the sector were far 
more severe in 2007-09 than in the preceding two recessions. 

Private services 

According to Goodman and Mance (2011), "The most recent recession was unique with regard 
to the breadth and depth of employment decline in private service-providing industries" (see 
Fig.22). These results for the broad private service-providing sector foreshadow the experience 
of the sectors within private services of interest to this analysis. 

Finance 

Prassas (2011) notes that "historically, employment in financial activities has been affected little 
by economic downturns and usually has grown during an entire recession or started to grow 
shortly after a recession began"

164
. In the 2007-09 recession, however, "the industry recorded 

historic monthly job losses that persisted even after the recession ended". Figure 23 compares 
the employment path for financial activities in the most recent recession with the average path in 
all previous post-war recessions. On average over the post-war period (excluding the most re-
cent recession), employment in financial activities 18 months after the onset of a recession was 
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  See Christopher J. Goodman and Steven M. Mance, "Employment loss and the 2007-09 recession: an overview", 

Monthly Labor Review, April 2011, pp. 3-12. 

163
  See Adam Hadi, "Construction employment peaks before the recession and falls sharply throughout it", Monthly Labor 

Review, April 2011, pp. 24-27. 

164
  See George Prassas, "Employment in financial activities: double billed by housing and financial crises", Monthly Labor 

Review, April 2011, pp. 40-44. The data here and in Fig.23 include both "finance and insurance" and "real estate and 

rental and leasing". This classification differs from that used in the tables, figures, and analysis in the rest of this report, 

where "financial and insurance activities" are separate from "business activities and real estate". 
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about 4% higher than it had been at the previous peak. Eighteen months after the start of the 
2007-09 recession, however, employment in the financial sector had fallen by about 6%. 
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Retail Trade 

McCall's (2011) analysis of employment in retail trade concludes: "Compared with the previous 
11 recessions since 1945, retail trade job losses during the 2007-09 recession were the largest 
in magnitude and, on both actual and annualized bases, in per cent change"

165
. Figure 24 

shows that employment in retailing fell much more sharply over the first 18 months of the 2007-
09 recession than it had in the 1990-91 or the 2001 recessions. 

Hospitality and Leisure 

According to Davila (2011), "The depth and duration of job losses in the leisure and hospitality 
industry during the 2007-09 recession was without precedent in the post-WWII era"

166
. Figure 25 

illustrates the strong divergence of the behaviour of this sector in the 2007-09 recession, relative 
to all earlier post-war recessions. For all post-war recessions before 2007-09, by one and a half 
years into the recession, employment in the sector was above the level reached at the previous 
business cycle peak. But, even three years after the onset of the 2007-09 recession, employment 
in the leisure and hospitality sector was still about 3% below its pre-recession peak. 

Professional and business services 

In the economic expansion up to 2007, employment in professional and business services grew 
about 3% per year, twice the rate for the private sector as a whole

167
. Between December 2007 

and June 2009, however, employment in the sector fell by almost 9%, the steepest decline rec-
orded in any recession in the post-war period (see Fig.26). 
This sector has become more volatile over recent business cycles because an increasingly 
important share of employment in the sector is in "temporary help services"

168
. 

Health Care 

Health care was one of the only employment bright spots in the 2007-09 recession. Figure 27 
shows employment growth in health care and the overall economy from 1990 to 2010. The 
shaded areas of the graph correspond to the 1990-91, 2001, and 2007-09 recessions and are 
associated with dips in overall employment

169
. Health-care, however, shows essentially no 

break in trend growth, let alone a decline in employment, across the three recessions. A closer 
comparison of health-care employment trends in the last three recessions in Figure 28, howev-
er, does show that even here, employment growth in the sector was slower in 2007-09 than it 
had been in the 1990-91 and 2001 recessions. 

Government measures to reduce unemployment 
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  See Michael D. McCall, "Deep drop in retail trade employment during the 2007-09 recession", Monthly Labor Review, 

April 2011, pp. 44-48. 
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"accommodation and food services". This classification differs from that used in the tables, figures, and analysis in the 

rest of this report, where "accommodation and food services" does not include "arts, entertainment and recreation". 

167
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"management of companies and enterprises", and "administrative and support and waste management and 

remediation services".  This classification is similar to the "Business activities and real estate" used elsewhere in this 

report, but Conlon's category does not include real estate. 

168
  For a discussion of the increasing importance of temporary help services, see Tian Luo, Amar Mann, and Richard 
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The main policy efforts to sustain US employment have been at the macroeconomic level. The 
Bush administration implemented a temporary tax cut worth about 1% of GDP in the spring of 
2008. Not quite one year later, the Obama administration passed a stimulus package comprised 
of tax cuts, aid to state and local governments, expanded unemployment benefits, and infra-
structure spending, which totalled about 5% of GDP spread out over 2-3 years

170
. Meanwhile, 

the Federal Reserve Board operated what was, by European Central Bank standards, very 
loose monetary policy, including setting short-term interest rates close to zero and engaging in 
extensive "quantitative easing"

171
. 

One element of the stimulus package that achieved widespread attention in 2009 was the 
"cash-for-clunkers" programme, which gave cash subsidies to owners of older, less fuel-efficient 
cars who traded them in for new, more fuel-efficient models. The programme, which ran from 
July until November 2009 and distributed about $3 billion in subsidies to new-car buyers, was 
popular with consumers but received mixed reviews from analysts

172
. From the point of view of 

economic stimulus and job creation, however, the programme was small, representing only 
about 0.02% of GDP. 
US policymakers have generally not attempted to combat unemployment or to spur job creation 
through microeconomic policies. Eighteen states currently have short-time compensation pro-
grammes, but take-up has been minuscule

173
. Nor have the federal or state governments signifi-

cantly expanded education and training programmes or other active labour market policies. 

The debate over "Structural unemployment" 

Most of those who argue that the difficulties in the US labour market reflect structural changes in 
the economy do not focus on the industrial structure of the US economy. The principal excep-
tion is the focus on the over-supply of construction workers relative to workers with other skills, 
as embodied in statements by Narayana Kocherlakota, President of the Federal Reserve Bank 
of Minneapolis

174
 ("the Fed does not have a means to transform construction workers into man-

ufacturing workers") and Charles Plosser, President of the Federal Reserve Bank of Philadelph-
ia

175
 ("You can’t change the carpenter into a nurse easily")

176
. 

Instead, in the US context, arguments about structural change and "skills mismatch" have gen-
erally been framed in educational or occupational terms

177
. The main evidence offered in favour 
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Source: Wood (2011). 

Table 1: Employment by industry, 2006-2011
(thousands)

2006 2007 2008 2009 2010 2011 (Aug)

All 136,092 137,587 136,778 130,789 129,822 131,231

Total private 114,117 115,367 114,278 108,231 107,335 109349

12 key sectors

Manufacturing 14,156 13,877 13,402 11,845 11,527 11,757

1 Textiles, apparel, footwear, etc. 631 576 530 446 423 420

2 Chemicals 866 861 847 804 784 781

3 Rubber and plastics, etc. 786 757 729 624 623 633

4 Basic metals and fabricated metal products 2,016 2,018 1,969 1,674 1,646 1,747

5 Electronic, electrical, and optical products 1,740 1,702 1,668 1,510 1,461 1,501

6 Machinery and equipment n.e.c. 1,184 1,184 1,158 975 1,010 1,053

7 Motor vehicles 1,070 994 875 664 675 707

Construction and services sector

8 Construction 7,691 7,630 7,162 6,016 5,526 5,524

9 Wholesale and retail trade 21,260 21,532 21,228 20,107 19,875 20,116

10 Accomodation and food services activities 11,181 11,455 11,465 11,160 11,111 11,329

11 Financial and insurance activities 6,156 6,131 6,014 5,775 5,692 5,661

12 Business activities and real estate 19,744 20,114 19,869 18,566 18,620 19,156

Addendum

13 Educational services 2,899 2,941 3,042 3,090 3,147 3,215

14 Health services 14,925 15,378 15,796 16,101 16,415 16,809

15 Government 21,975 22,220 22,500 22,558 22,487 21,962

Source: Bureau of Labor Statistics.
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Table 2: Real Value Added by Industry, 2006-2010
(billions of chained 2005 dollars)

2006 2007 2008 2009 2010

All 12,976.2 13,228.9 13,228.8 12,880.6 13,248.2

12 key sectors

Manufacturing 1,636.6 1,690.4 1,608.6 1,469.7 1,554.4

1 Textiles, apparel, footwear, etc. 36.1 36.5 35.1 27.3 --

2 Chemicals 201.6 216.6 170.2 164.0 --

3 Rubber and plastics, etc. 59.1 64.8 53.8 45.1 --

4 Basic metals and fabricated metal products 172.6 172.7 169.2 138.9 --

5 Electronic, electrical, and optical products 268.7 289.7 330.7 335.5 --

6 Machinery and equipment n.e.c. 116.2 122.5 122.3 95.2 --

7 Motor vehicles 121.0 119.7 103.3 76.9 --

Construction and services sector

8 Construction 593.8 562.3 530.1 447.4 430.9

9 Wholesale and retail trade 1,601.7 1,654.4 1,593.5 1,600.2 1,675.1

10 Accomodation and food services activities 373.1 377.2 356.0 324.0 334.5

11 Financial and insurance activities 1,097.1 1,073.5 1,031.1 1,094.0 1,129.4

12 Business activities and real estate 3,130.4 3,238.7 3,328.4 3,217.6 3,272.9

Addendum

13 Educational services 121.0 121.8 123.9 122.1 122.4

14 Health services 864.2 880.8 918.8 932.5 958.6

15 Government 1,593.2 1,605.5 1,639.7 1,652.6 1,660.2

Source: Bureau of Economic Analysis.
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Table 3: Average hours by industry, 2007-2011
(thousands)

2007 2008 2009 2010 2011 (Aug)

All .. .. .. .. ..

Total private 34.6 34.5 33.9 34.2 34.2

12 key sectors

Manufacturing 40.0 39.8 39.0 40.2 40.3

1 Textiles, apparel, footwear, etc. 37.9 37.2 36.6 37.9 37.6

2 Chemicals 40.3 40.2 40.4 40.8 41.3

3 Rubber and plastics, etc. 40.3 40.3 39.7 41.5 40.9

4 Basic metals and fabricated metal products 40.5 40.4 38.8 40.7 41.2

5 Electronic, electrical, and optical products 40.0 39.8 39.2 40.1 39.9

6 Machinery and equipment n.e.c. 39.8 39.9 38.9 40.0 40.0

7 Motor vehicles 41.1 40.1 39.1 42.3 41.6

Construction and services sector

8 Construction 38.0 37.8 37.3 37.8 38.2

9 Wholesale and retail trade 33.5 33.4 33.1 33.2 33.3

10 Accomodation and food services activities 26.1 25.9 25.6 25.8 25.8

11 Financial and insurance activities 36.5 36.5 36.6 37.0 37.1

12 Business activities and real estate 35.5 35.4 35.2 35.6 35.8

Addendum

13 Educational services 33.5 33.7 33.0 32.8 32.7

14 Health services 33.5 33.7 33.0 32.8 32.7

15 Government .. .. .. .. ..

Source: Bureau of Labor Statistics.
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