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●     Professor Robert Lindley, University of Warwick

●     Dr Tevi Troy, Deputy Assistant Secretary for Policy, U.S. Department of Labor

Opening Remarks

Ms.Odile Quintin, Director-General, Employment and Social Affairs DG, European Commission

I am very pleased to welcome you all here today, especially our guests from the United States. Returning to my home country 
means a three-and-a-half hour flight each way, so I am particularly aware that travel is a tiring process. Making it all the more 
important for us to use our time profitably.

There must have been a time when the contrasts in these Trans-Atlantic encounters were rather more dramatic that they are 
today. 

Although the more dichotomous views had largely evaporated by the time of the first G8 Jobs Summit - chaired by President 
Clinton - nearly a decade ago, which concluded that both the US, and the EU, had things to learn from one another. 

On our side, we can learn about the benefits of efficiency and flexibility in the labour market. On your side, you can learn about 
the benefits of supportive social policies.

Since then, some things have changed, and some things have not. 

Among the things that have not changed is the fact that average US living standards are still around 45 per cent higher than in 
the EU - according to GDP data, adjusted for purchasing power, just as they were 30 years ago. Although we - European as well 
as Americans - have doubled our living standards during that time, this is not a bad achievement.

But we know the main reasons for our relatively poorer performance. And it is not a lack of productivity. Productivity per hour in 
Europe is very close to that in the EU.

Our differences in living standards are primarily due to two factors.

●     The first is our much lower rates of employment in Europe. Which we see as a bad thing since we are relying on too few 
people to maintain our living standards. 

●     The second is the rather longer average annual working hours in the US. About which we are much more ambiguous, since 
we do rather like our long holidays!

But we are doing things about our employment rate. The level remains way below that of the United States. But it has risen 
strongly, all the same, in the past 4 to 5 years. It has risen from little more than 60 per cent for most of the 1980s and 1990s to 
64 per cent today. And, there is a political commitment to hit a target of 70 per cent before the end of this decade.

For that we can offer thanks to the example of the United States. As well as to some of our own Member States - notably 
Denmark, Sweden and Austria - who have also achieved employment rates on a par with the United States. 

We recognise the challenge we face. But we are pleased to have created some 10 million additional jobs over the past 4 to 5 
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years, and to have brought unemployment down from close to 11 per cent in the mid-1990s to below 8 per cent today without 
increasing inflation pressures in any way. This undermines all those carefully concocted theories that sought to prove that Europe 
was forever condemned to live with high intransigent levels of structural unemployment! 

But the greatest significance is not in what we have achieved, but in what we intend to achieve. And how we intend to do it.

Despite all the temporary short-run difficulties our economies face - and we do not under-estimate them - we plan to continue our 
progress in increasing the employment rate. Through a combination of renewed economic growth, and a continued radical 
transformation of Europe's labour market and social systems.

The aim is not the destruction of the European model, but its modernisation and revitalisation.

With the emphasis on the continuing reform of national employment policies through the so-called 'open method of co-ordination', 
in pursuit of common EU objectives, and respecting common EU guidelines. But acting primarily at national level, in line with the 
specific needs and priorities of the countries concerned. 

This dynamic, inter-active, process of mutual support and incentive has spurred all our Member States to take action at a pace 
that few of them could have thought possible when we began. 

The success of this 'method' means that it is now being applied in related policy areas - notably in tackling problems of social 
exclusion, which are so often linked to employment difficulties at the bottom end of the labour market. 

Alongside the reform of national systems and policies, however, we are looking increasingly closely at the operation of the 
European labour market as a whole. 

With the emphasis on increasing skills and mobility, we are bringing the same kind of single market logic to bear on the labour 
market, that we have employed in working towards a full single market in products, services and financial markets. Recognising 
that mobility of workers has been the 'poor relation' of EU freedoms.

To this end, we launched - earlier this month - an EU Action Plan on Skills and Mobility, which will be submitted to the Barcelona 
European Council. Focusing on removing barriers to mobility, investing is skills and education, and providing better information on 
jobs and mobility generally.

One proposal that has particularly caught the media's imagination concerns not a common EU social security card, as you have in 
the United States - for that we will have to wait a little longer - but at least a common electronic health card. A practical and 
symbolic step, which would simplify current paperwork systems, and give proof of the right of Europeans to have medical 
expenses incurred in another country, reimbursed by their own Member State. This is an important provision, especially for mobile 
workers.

You will be hearing more about the 25 specific proposals we have made to promote skills and mobility during the rest of the 
Conference. Like most changes, they take a little time to negotiate and implement. But they will happen. Overall, this programme 
represents a clear change of vision, and pace, in the European Union.

Just as we get all this underway, of course, we will be working alongside many of the candidate countries, who are looking forward 
to entry in 2004, although they will not have full labour mobility until several years after that date.

By the time all those transition periods have passed, however, I am sure you will see, in the new enlarged Europe, a labour 
market which is much more easily recognisable than the one you are used to witnessing, or reading about. But it will be a 
European labour market, which, I hope, will manage to combine the best of all possible worlds - our traditional standards of social 
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performance, and the new standards of economic and employment performance that we are seeking to achieve. 

Thank you.

Mr. Thomas B. Moorhead, Deputy Under Secretary for International Labor Affairs, U.S. Department of Labor 

Director-General Quintin, distinguished guests and colleagues!

This is my very first EU-US event and it’s a real pleasure to be here. On behalf of the U.S. delegation, I want to thank you for 
hosting this important conference and to say how much we appreciate your warm welcome. Secretary of Labor Elaine Chao asked 
me to convey her warmest personal regards and her wishes for a successful conference. 

We share a common goal: Helping people to achieve their hopes and dreams in the workplace of the 21st century. We are really 
partners in this pursuit. There is much we can learn from each other about the workforce of the 21st century and the challenges it 
presents to us.

The profile of employment policy has been raised. It is now routinely seen as a key element to economic success in our 
increasingly integrated global economy. The benefits that open trade and new technology can provide hinge to a large extent on 
the skills, mobility and adaptability of our work forces. 

I understand that you had a very fruitful discussion in Washington last June before I joined the Department of Labor on this latter 
issue - work force adaptability - concluding that although labor market adaptability is important to lowering unemployment, we 
must not lose sight of the importance of flexibility in product and capital markets as well. Plus, the importance of the ‘quality” of 
the jobs we are creating. 

Let me build on the ‘quality of jobs’ issue because it relates to the main theme of our conference - to exchange views on future 
labor market needs, where it seems clear that knowledge is the driving force. This means understanding that we are part of a new 
global economy that places a premium on skilled workers, information, and technology.

A few important facts: this is really to just set the stage for the more detailed discussions we will have later as our conference 
unfolds. These facts support that acquiring skills pays off and there is a growing demand for skills.

●     In the United States, the unemployment rate for a high school dropout is four times the rate for a college graduate.
●     The earnings gap between high school and college graduates has ballooned to 70 percent.
●     Over the next 10 years, 4 out of every 10 new jobs will require a postsecondary vocational or academic degree.

So, the DEMAND for skilled workers is increasing but the SUPPLY of workers is decreasing. The shrinking number of workers is a 
demographic certainty. For example, in the United States the number of people in the labor force ages 25-34, an age group 
comprised mostly of persons that work, especially men, is projected to decline by nearly 3-million in just the next 7 years. 

If there is a silver lining to the demographic changes, it is that they provide us with an opportunity to reach out to groups whose 
participation in the labor force has been typically lower. They include -- people with disabilities, older workers, disadvantaged 
workers and others - that can help take up the slack. We may not have sufficient time to discuss all of these groups over the next 
day and a half, but they were worth noting because training some of them may require special attention.

If our nations are to remain competitive, and our people are to continue to enjoy the fruits of prosperity, we must build and 
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sustain a high-skill workforce that draws on the talents of our broad and diverse populations. We must recognize this tremendous 
challenge and commit to finding solutions. We must be open to new approaches and new ideas and share our experiences.

What are we doing in the United States to meet this challenge?

●     We are starting by building a solid, basic education foundation.
●     We are working more closely with business to identify the needed skills and, where severe shortages exist, we are helping 

them train their workforces [Workforce Investment Act]
●     We are using technology to make it possible for more people with disabilities to work [New Freedom Initiative]
●     We are moving to develop more flexible working arrangements for older workers like ‘phased retirement.’
●     We are opening our doors wider to immigration [H-1Bs]

The skills and demographic trends we are facing today did not start overnight - and they will not be resolved overnight. We are 
reaching out widely for solutions, as this conference illustrates, to the business community, the labor community, academic 
experts, and to other governments.

Thank you!

Keynote Addresses

Ms. Shelley Hymes, Director, Office of the 21st Century Workforce, U.S. Department of Labor 

Good afternoon, and thank you for that warm welcome. 

It is a great honor for me to be here today, and compare notes with some of the best and brightest looking at workforce issues 
worldwide. The nations of the European Union and the United States face so many of the same challenges, and I’m happy to have 
this chance to share my office’s perspective on the issues we all care about. 

First, let me tell you something about the office that I head up. 

The Office of the 21st Century Workforce at the U.S. Department of Labor is about as new as the new century. After talking it over 
with President Bush, Secretary of Labor Elaine Chao announced creation of our office in March 2001 -- in her first major policy 
address. 

As she put it, our mission is to identify the best ways to close the skills gap, respond to labor shortages, and make America’s 
workplace more responsive to the realities of how people really work in the 21st century. 

With a mission like that, you can see why our office crosscuts so much between government and the private sector. 

The 21st century workforce is about new technology. It’s about education and training, folks with disabilities, ethnic minorities, 
women, stay-at-home moms, and older workers. 

In short, it’s about just about everybody.

It has been quite a year. The first thing we had to do was get the word out, so we put together a Summit on the 21st Century 
Workforce last June at a major sports arena in Washington. 
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President Bush came, as well as so many leaders in economics, education, business and labor - a first-class think-tank for people 
to trade ideas on what’s happening now and what’s coming up for the workforce. 

But it wasn’t just futurist theory. 

In everything we do, I try to strike a balance between exploring ideas about the future, while keeping our feet grounded in 
everyday reality. 

With that in mind, the summit was also the scene of a regional job fair featuring more than 130 local employers reaching out to 
find real workers for real jobs in real time.

Little did we know how practical that exercise would be. 

September 11 came as a shock to the whole country and the world - but particularly, of course, to the Washington and New York 
areas, where the jobless rate suddenly took off as tourists stayed home, travel and transportation industries faced massive layoffs, 
and slumping sales made economic recession real to thousands of workers. 

In our hometown, the department stepped up to the plate in the most practical way we knew how. 

On January 10, we took over the Washington Convention Center and hosted the Workforce Recovery Conference - a job and skills 
fair to help put people back to work. Everything was in one place -a full range of services for workers seeking jobs and companies 
looking for qualified people. Over 200 exhibitors took part, and over 8,000 jobseekers showed up to check out the opportunities. 

Next month, my office is cosponsoring a conference on Women Entrepreneurship in the 21st Century - a two-day event focusing 
on American women business owners today. We expect about 1,000 women entrepreneurs from across the country to join us. 

The time is right. In addition to making up nearly half the U.S. workforce, women have launched 9 million businesses in recent 
years, employing more than 27 million workers. 

By any standard, women-owned enterprises are a driving force in the U.S. economy and they deserve this kind of attention from 
Washington. I’m very excited about it.

We are also soon publishing the first edition of a magazine called “21,” which will be widely distributed and serve as a 
clearinghouse for both new ideas and best practices in the workforce. 

In many ways, the title of the lead article says it all: “It’s not your Parents Workplace.” 

And it’s not. 

In the 1960s, the typical American worker was a male, white, full-time, wage earner who generally stayed with one employer and 
learned most of their skills on the job. Women and minorities were not a large part of the picture - let alone older workers, 
immigrants and the disabled. 

Today, our workplace is transformed. The ethnic, racial, age and gender makeup of the U.S. workforce has been hugely altered 
due to a fundamentally tight labor market, increased labor force participation, and changes in demographics and immigration. 
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And workers are on the move like never before. Nobody is staying in one place. By age 34, the average American worker holds 
nine jobs, which might mean nine skill sets, nine health programs, nine retirement plans, and nine different employment markets 
around the country. 

I know we’re going to talk about mobility elsewhere at this Conference. It’s a great topic and deserves all the attention it gets. 

But wherever they go, people relying on old skills, old habits and old ways of working are in trouble. Too many people don’t have 
the skills today that employers are looking for. 

As you know, it’s called a skills gap - the short name for the long distance between what an employer needs and what a 
prospective employee has to offer. Employers are having a tough time finding qualified job applicants. At the same time, 
thousands of workers want those jobs, but lack the skills. 

The problem isn’t new, but I think it has gotten worse. There has probably always been a skills gap to one degree or another as 
mankind progressed through the ages. 

But they are particularly severe when expanding markets and new technologies meet and greet with such historic impact - which 
has been true for the last 25 years - and the rate of change is likely to accelerate in the century ahead. 

How should we face down the skills gap? 

To me, the answer is common sense: Maximize the number of qualified workers in the workforce by -- 

●     One, upgrading education and training for everyone who needs it;
●     Two, opening the doors even wider for those who are too often shut out of the market, such as racial minorities and the 

disabled; and
●     Three, making the workplace more attractive for men and women balancing demands of family and career. 

At the Office of 21st the Century Workforce, we are pursuing all three.

First of all, closing the skills gap requires better education and training. 

It’s no secret that the returns to society from a more educated workforce are positive in any number of ways, in addition to 
providing the skills that a modern economy depends on. 

What are workforce skills, after all? More and more, they are acquired from education. 

We in the administration were pleased at the recent passage of the landmark No Child Left Behind Act. We are optimistic that it 
will improve overall student performance and help close the skills gap that no industrialized country can afford or tolerate. 

President Bush's basic policy outlook - insisting on higher standards and greater accountability - will help America’s children 
acquire the skills in K through 12 that they need for the working world ahead.

The U.S. business community knows this better than anybody, and is investing heavily in its human capital - skilled workers. 

Last year, American business spent over $300 billion on training and education for employees - more than the budgets of all 
institutions of higher education in the United States combined. That commitment is likely to grow - and the business community is 
not alone in this effort. 
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It is not widely known, but the U.S. Department of Defense is the largest single training organization in the world - a clear 
recognition that mindpower is crucial to firepower. In 2000, the U.S. Armed Forces spent a combined total of $14 billion on 
training millions of members of the Armed Forces.

For our part, the Department of Labor is the largest organization in the U.S. government focused on training in the private sector. 
Therefore, we are exploring ways for the two Departments to combine forces to ensure that military training resources are more 
compatible with civilian ones, and do a better of job of making them universally available to promote civilian careers. 

We are partnering with DOD in the Advanced Distributed Learning program to develop Internet hardware and software in a 
standard format, but tailored to individual needs. Instead of the old one-size-fits-all online classes, this program has the potential 
to reconfigure slices of knowledge, which then directly help people acquire credentials for specific careers. It is personalized 
learning at its best. 

The academic community is also very active exploring new ways to deliver skill training. I recently met with the president’s of 10 
community colleges nationwide. Community Colleges are really great places for learning because they’re inexpensive, fast, and 
focused. We’re collaborating with them to promote e-learning programs where adult learners get homework from the Internet, 
take classes on the Internet, and talk to teachers on the Internet. 

Again, the goal is to make learning available to anybody, anyplace, anytime. 

In the lifetime of everyone here, technology has exploded to the point where the United States and the countries of the European 
Union have moved from economies based on manufacturing to one based more and more on information technology. 

It’s the age of the knowledge-based economy. 

In the United States today, IT industries directly employ about 8 million people, and are projected to employ over 11 million by 
2004. The industry has become the leading engine for growth across all sectors of the economy. 

What does this mean for the skills gap? Plenty. 

Technology provides the tools to make workers more productive -with all that means for national prosperity. But to use those 
tools, workers need more and new skills. 

In a nutshell, technology contributed to creating the skills gap - but holds the key to closing it. Technology is also making a huge 
contribution to the more mundane task of even finding a job. 

A common frustration among jobseekers in the U.S. has been the difficulty of tracking down quality intelligence on who is hiring 
and where - and having to go from one place to another to check it out. 

At the Department of Labor, the vehicle for bringing together this array of information is our One-Stop Career Centers. These 
Centers are now in all 50 states - combining services in one central location for jobseekers and employers alike. 

Finding jobs and training may never be easy - but it is certainly more convenient than ever. 

Again, communications technology is the key. We recently partnered with Monster.com - the private sector’s largest online job 
bank - to cross-reference all our job listings with theirs. It’s a great example of a public/private partnership maximizing the power 
of the Internet for job hunters. 
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All of this is making it easier to reach out and make room for the skills of those people who have been shut out of the workforce in 
the past. To remedy the skills gap, we need to try even harder to make our workplaces free of discrimination on the basis of race, 
age, gender, color or disability. 

Of course, laws in most of our nations are mandatory on this topic, but the realities of the skills gap mean that employers need to 
live up to its letter and spirit. As Secretary Chao recently put it, “Opening the doors of opportunity to all used to be a moral 
imperative. Now, it’s an economic one as well.”

In particular, too many skilled workers with disabilities are unemployed. To address the problem, President Bush recently launched 
the New Freedom Initiative to help Americans with disabilities buy computers, receive special needs education, and maintain 
health benefits when returning to work. 

At the Department of Labor, we created a new Office of Disability Employment Policy to speak up for the disabled in the business 
community. The goal is to help disabled Americans enter the workforce, contribute to closing the skills gap, and enjoy better 
access to the kind of life that the rest of us take for granted.

Narrowing the skills gap also demands more flexibility in the way the workplace itself is set up. Employees want more freedom to 
choose their own terms of employment - and smart employers are listening. 

In a flexible workplace, all kinds of workers - married, single, with or without kids, dual earners - must find jobs that fit their 
needs - and employers must find employees whose availability and skills fit the job. 

In the past decade, so many of us have realized that technology is not only the driving force in the economy, but important in 
managing our personal lives. Everyone now seems to be interconnected, which is paving the way for more flexible, custom-fit 
working arrangements. 

An office used to be a building filled with employees, a cafeteria and a water cooler. Now, it could be an airplane seat, or a desk in 
a kitchen with a laptop and a modem. Before long, an office could be nothing more than a cell phone and a Blackberry. 

The trick is to make new technologies work for us, rather than the other way around - to use innovations like telecommuting and 
tele-work to give employees more options and more control over their time, rather than less, and keep them satisfied on the job. 

We are entering a brave new world. A global marketplace for goods and services is creating a single, global supply of labor. The 
interests of working people in all nations are more and more interrelated. 

I believe these men and women are at the heart of what we are doing here in Brussels. 

I know there will be a lot of talk about various programs and policies to help workers adapt to a changing workforce, but at the 
end of day, what we really need to offer is hope - 

●     hope to the unemployed by providing the education and training to help them find work or a whole new career;
●     hope to those who lose a job or promotion due to race, gender or religious prejudice;
●     hope to the disabled who deserve a shot at the mainstream; and
●     hope to anyone overcoming obstacles to joining the workforce. 

Certainly, workers themselves must take the initiative to shape up their marketable skills and find the right balance in their 
professional and personal lives. But government can be a tremendous catalyst to set the stage, show the way and clear the path. 
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That’s why it’s such an exciting time to be at the Department of Labor. Under President Bush and Secretary Chao, the department 
is focused as never before on workforce issues. 

It’s open season in Washington for new ideas on how to solve immediate problems and put the right tools in the toolbox for 
success in the years ahead.

I know everyone here might define “success” in different ways, but I hope we can agree on one thing: No matter what path we 
take to get there, our shared goal for the 21st century workforce is a satisfying job for every man and woman who wants one. 

Thanks for listening.

Mr.Clive Tucker, Chairperson of the Employment Committee of the European Union 

There is an important difference in the comparative performance of the US and EU in terms of employment growth and 
productivity.

Output per worker, 2000

Many factors can contribute to productivity improvements, including high levels of enterprise and 
innovation, high levels of domestic competition, high levels of capital investment, better 
management and a more highly skilled workforce. There is a well-established relationship 
between improvements in skills and increased productivity. Growth theory suggests that human 
capital is one of the prime determinants of labor productivity. Human capital is increased both by 
formal education and training and by learning-through-doing. Skilled workers can often adapt 
faster and more effectively to change and may be better at implementing new investments and 
innovation. They can thus increase the ability of a firm to update its practices and products and 
the rate demanded by rapidly changing markets, making the economy more flexible and more 
productive over the longer run. 

Percentage of workforce by qualification level
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The impact of skills on productivity also works partly through effects on capital investment levels. Evidence suggests that having 
highly skilled workers helps firms gain the full rewards of new investment and thus increases the likelihood that investment will 
occur. Research examining the causes of international productivity performance suggests that differing levels of skills play an 
important role. For example, estimates have been presented which suggest that between half and all of the UK productivity gap 
with Germany can be explained by skills differences. Plants with high productivity tend to have a higher proportion of skilled 
workers in their workforces. Differences in physical and human capital can explain around 60 per cent of the productivity gap 
between domestically owned firms and US-owned firms in the UK, and nearly all of the gap with other foreign-owned firms. 

Research at the worker level finds that holding a tertiary qualification (e.g. a degree) in the UK increases productivity by between 
30 and 100 per cent when compared to a worker with no qualifications. Holding an intermediate qualification at NVQ level 3 results 
in higher productivity of between 8 and 50 per cent when compared to productivity of an unqualified worker.

Turning to international comparisons of skills, although the UK has a large number of workers with high skills, it falls behind 
France and Germany in terms of intermediate skills, with a higher proportion of UK workers having low skills. More than a third of 
UK workers have low skills, compared to less than a fifth in Germany. It is difficult to be certain, but the UK may lag significantly 
behind the US as well as European countries in terms of immediate skills. It is important to recognise that the US data includes 
hardly any adult/workplace training due to the lack of recognised qualification structures, whereas UK data includes much of this 
training, as many people acquire nationally certified qualifications. Around 9 per cent of US workers cite long-term workplace 
training as their main source of skills, with a further 27 per cent citing moderate workplace training. This suggests that US skills 
might be substantially understated by the conventional data. Despite debates over some of the international evidence, some clear 
messages emerge from the data:

●     The number of people in the UK with high skills compares well with international levels (although the UK still trails the 
world leader - the US);

●     The level of intermediate skills in the UK is low, especially compared with Germany, other European countries and, under 
some interpretations, the US;

●     There are a large number of people in the UK workforce with low skills. UK performance in terms of basic skills is very poor, 
as highlighted by the Moser Report. The International Adult Literacy Survey, for instance, found that over 20 per cent of 
the adult UK population lack functional literacy. Only Ireland and Poland of the thirteen countries surveyed fared worse. 

The evidence also shows that the UK has fewer workers with vocational qualifications than its European competitors, and often 
provides young people with a less diverse academic education than does the US. There were important lessons to be learnt on 
both sides of the Atlantic from the data on skills and productivity. It is necessary to look behind the numbers, which oversimplify 
the differences between the European and US labor markets and look in detail at successes and failures on both sides.

Session 1: The knowledge based society and its implications for improving skills 

Dr. Michael W. Horrigan

Labor markets in the 21st Century: A focus on skills

In its discussion of purpose, the abstract for this conference notes that ‘knowledge’ will be the ‘driving force’ shaping labor market 
needs for the 21st Century Economy. To create a focus for our discussion, the abstract further notes the importance of 
understanding the roles of “education, training, and skills as well as the need to promote occupational and geographical mobility of 
workers.” 

This paper explores three issues related to the purpose of this conference using evidence from U.S. labor markets. The first 
examines the statistical evidence for United States’ labor markets that underlies the basic theme of this conference - namely, has 
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the well-documented trend toward hiring more-skilled workers in U.S. labor markets that began in the early 1980s continued as 
the economy entered the 21st Century? 

Second, most discussions of the demand for skills in the labor market use educational attainment as a proxy for skill levels. While 
I do not depart from this tradition, I attempt to refine the discussion by examining the variability of the returns to educational 
attainment within each educational attainment category. I use a group decomposition approach to examine the role of gender, 
occupation, and potential experience as proxies for describing the nature of this heterogeneity within each educational attainment 
group. After controlling for gender, occupation, and potential experience, I find that the increased inequality in earnings that 
occurred between 1992 and 2000 was accompanied by an increased variability of earnings within each of the educational 
attainment groups. The human capital variables that are traditionally used to measure the skill/earnings relationship do not 
effectively capture the changes that occurred over the last decade.

After examining the recent trends in the returns to educational attainment and the variability of those returns within each 
educational category, I then turn to an examination of the prospects for the future using recently published Bureau of Labor 
Statistics’ projections for occupational employment demand over the 2000-2010 period. 

To lay the groundwork for these three themes, I first provide an overview of the concept of skills as it is used in this paper and 
provide a description of the data used to explore each of the three sections that follow:

Skills and education

The focus on education as an empirical proxy for skill levels, and the measurement of the returns to skills on the basis of the 
relative earnings of different educational attainment groups, reflects both the explanatory power of education in human-capital 
earnings models, as well as the limitations of existing U.S. cross-sectional data sets in measuring other dimensions or proxies for 
skill acquisition. For example, the data set used in this paper, the quarter-sample monthly earnings file from the Current 
Population Survey (CPS), does not collect routinely any measures of job training (formal or informal). 

In contrast, there are some very significant longitudinal data sets, most notably the 1979 and the 1997 National Longitudinal 
Surveys of Youth (NLSY79 and NLSY97, respectively) that contain extensive information on both training and education. In 
addition, both surveys contain measures of skill levels through a series of tests known as the Armed Services Vocational Aptitude 
Battery. The NLSY97, an annual longitudinal survey that began in 1997, contains individuals who were 12-16 years of age on 
December 31, 1996. This survey is also collecting high-school transcript information (and intends to collect college-transcript 
information). This survey has tremendous potential to add to our understanding of the role of education, training, and skills on 
labor market returns as members of this cohort complete their education and enter the labor market.

For this study, however, I use the earnings file from the U.S. Current Population Survey, a nationally representative data set that 
provides a more complete picture of U.S. labor markets at the beginning of the 21st Century. The earnings file from the CPS is 
based on interviews with one-quarter of the monthly cross section (2 of the 8 rotation groups in the sample) and provides rich 
information on the demographic and socio-economic characteristics of individuals ages 16 and older in the U.S. population. While 
there is a relative loss in the level of detail in terms of information on training and other measures of skills, there remains an 
analytical benefit to the breadth of the CPS in terms of its information on the educational- and occupational-structure of earnings 
for the entire working population.

To focus on the workforce of the 21st Century, I examine full-time wage and salary workers, using usual weekly earnings as a 
measure of the returns to their human capital in the labor market. Throughout the paper, I compare 1992 to 2000, a period that 
roughly covers the latest U.S. recovery. I chose 1992 as the starting point because the CPS began collecting educational 
attainment data on degrees received (instead of years of school completed) in 1992. 

The demand for more-skilled workers in U.S. labor markets at the turn of the Century. 
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The proposition that the demand for more-skilled workers is a ‘driving’ force underlying U.S. labor markets is perhaps without 
controversy. The extensive literature on trends in U.S. earnings inequality and earnings differentials between educational 
attainment groups since the early 1980s is well documented. However, to focus our discussion, it is useful to review the evidence 
as it pertains to the most recent period of economic expansion in the U.S. economy, and to document the extent to which this 
recent period has (or has not) continued the increase in the relative demand for more-skilled workers. 

Table 1 provides median weekly earnings for full-time wage and salary workers in 2000 CPI-U dollars by educational attainment. 
Not surprisingly, those with less than a high school diploma lost ground in real terms over the 1992 to 2000 period. High school 
graduates experienced a gain of 3.5% in real earnings, while those with a bachelor degree and those with more advanced degrees 
experienced much more rapid gains (6.5% and 5.4%, respectively). 

Most previous analyses of earnings inequality have used years of schooling completed as the proxy for educational attainment. 
The availability of data starting in 1992 on degrees received gives us insight into the potential impact of the acquisition of skills 
from attending community college. Those with some college, but without a degree saw a gain in real earnings of 3.1%. However, 
those with associate degrees, either on a vocational- or a traditional-educational track, experienced no real-earnings gains over 
the period as measured by real median weekly earnings.

The same trends emerge (as expected) by comparing changes in relative earnings differentials between 1992 and 2000. Table 2 
provides the evidence. In terms of educational attainment, using those with a high school diploma as the base group, those with a 
bachelor or an advanced degree gained substantially, while the differential between those with an associate degree and a high 
school diploma did not change over the period. Those with some college, but without a degree maintained their relative earnings 
differential over high school graduates.
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The evidence on real earnings serves as a proxy for the workings of the labor market. Although educational attainment is but one 
aspect of the forces that shape the demand and supply of workers, an examination of this worker characteristic by itself is very 
telling. In table 3, I provide the levels and percentage changes in the supply of workers by educational attainment 

category from 1992 to 2000. One approach to inferring that there has been a continued increase in the relative demand for more-
skilled workers is to observe rising relative real wages for higher education groups even in the face of increases in the supply of 
these workers that outpace supply increases for less-educated groups.

Consider the group holding bachelor degrees. Between 1992 and 2000, this group experienced a 6.5% increase in real wages, and 
the relative earnings differential between those holding a bachelor degree and those with a high school diploma increased from 
1.61 to 1.66. At the same time, the employment of those with a bachelor degree increased by 33.6% compared to the modest 5% 
gain among high school graduates. Ceteris paribus, such a relative supply shift should lead to a decline in relative wages between 
these groups being compared, but the rising differential suggests an increase in the relative demand for these higher-skilled 
workers that outpaced the movements in relative supply. A comparison of those with some college (but without a formal associate 
degree) with high school graduates shows the same trend. 

Viewed against changes in the supply of workers, the nearly flat trend in real earnings of those with an associate degree from 
Table 2 takes on a different perspective. The substantial increase in the employment of those with an associate degree in the 
educational track (52%) largely has been met by a sufficient demand response to maintain the value of real wages over the 
period. The same holds true for those with a vocational associate degree. 

The preponderance of evidence suggests that the returns to skill as proxied by levels of educational attainment increasingly favor 
those with more rather than less educational attainment. However, what these data do not provide is any insight into the 
variability of earnings across- and within-educational attainment groups.

Heterogeneity in the returns to educational attainment: A focus on occupational employment.
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One important dimension to understanding these trends in the returns to educational attainment is to examine how these returns 
vary by occupation. An examination of both the employment composition of and the returns to educational attainment within 
occupational groups provides useful insight into the labor market demand for skills. 

There are a variety of approaches that can be adopted to examine how the returns to educational attainment vary by occupation. 
Two alternative approaches are adopted here. The first examines differences in the patterns of median earnings that emerge 
across classes of jobs where each class is a collection of occupations that are grouped together based on similarities in the 
percentages of occupational employment found in each educational attainment category. 

While very instructive, this method does not provide a statistical summary measure of the degree to which the variability in the 
distribution of earnings can be explained by differences between and within groups of individuals based on their individual 
occupations and levels of educational attainment. The second method provides such a measure by using the Theil decomposition 
technique for estimating the contribution of between- and within-
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group variations in earnings to explaining total variation, where each individual is assigned to a group based on their educational 
attainment and choice of occupation (as well as by gender and years of potential labor market experience).

The occupational classification used in both methods is based on the detailed occupational classification scheme from the CPS. 
There are 45-detailed occupations that are shown in table 4. These occupations have been grouped according to a 5-tier schema 
based on the distribution of employment in three different educational categories: high school diploma or less, some college 
(including associate degree), and a bachelor degree or higher. An

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (17 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

occupation is classified as a predominantly (high-school diploma or less) occupation if more than 60% of employment is in this 
occupational category. 

Similarly, an occupation is defined as (some college) if 60% or more of the employment in the occupation has an education 
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attainment level of some college (with or without an associate degree). An occupation will be defined as (bachelor degree or more) 
if 60% of the employment in the occupation consists of individuals with a bachelor degree or an advanced degree. There are three 
mixture occupations that are classified according to the educational attainment categories having at least 20% and no more than 
60% of the employment in an occupation. The three mixture occupations are the (bachelor degree or more/some college) mixture 
occupations, the (some college/high school diploma or less) occupations, and the (bachelor degree or more/some college/high 
school diploma or less) occupations.

This division, while based on reasonable criteria, is arbitrary nonetheless. Some jobs are easily classified in terms of a college 
path, such as the group of occupations at the beginning of table 4. The jobs at the bottom of Table 4--classified as (high school 
diploma or less) occupations-are based on having over 60% of employment in the occupation being in the high school diploma or 
less educational attainment category. These occupations are ones associated with on-the-job training and few formal educational 
requirements beyond secondary school. 

However, the large number of mixture occupations, having significant percentages of employment from each of the educational 
attainment categories, are much more difficult to describe as ‘requiring a college education’ or ‘only requiring a high school 
diploma’. This difficulty is testimony to the variety of pathways that individuals can take to obtain employment in a variety of 
occupations. Computer-equipment operators are a prime example that comes to mind, with the assortment of training courses, 
community college, and 4-year colleges that provide background training in this occupation. 

Table 4 shows a rising trend in median earnings across the classes of occupations as the average level of educational attainment 
increases for each class of occupations. The group of occupations classified in the (high school diploma or less) category has 
median earnings of $426.11 as compared to the median earnings of $831.34 for jobs classified as (bachelor degree or more) 
occupations. There is a significant jump between the jobs classified as (high school diploma or less) or (high school diploma or 
less/some college) occupations and the jobs classified as (bachelor degree or more), (bachelor degree or more/some college), or 
(bachelor degree or more/some college/high school diploma or less) occupations. This trend seems to follow the general 
observation that there is a continuing higher relative demand for workers with higher levels of skills.

However, this raises the natural question of how does a member of an educational attainment group fare when he/she is in an 
occupation that is classified as having an average educational attainment category that is higher than his or her own level of 
education? For example, the median weekly earnings for those with an educational attainment of high school diploma or less were 
$436.34 in 2000. A member of this group who is working in an occupation classified as (bachelor degree or more) earned $550.68 
in 2000 (see table 5). In contrast, a college graduate who is working in an occupation classified as (high school diploma or less) 
earned $556.26 in 2000 as compared to the median earnings for all college graduates of $869.73. As well, a worker in the some-
college educational group earned $697.52 in occupations classified as (college) as compared to the $560.61 median earnings for 
all members of the some-college educational attainment group.

Table 5 also shows the heterogeneity present in the returns to mixture occupations. A worker with an educational attainment of 
high school diploma or less who is in a (bachelor degree or more/some college/high school diploma or less) occupation earns 34% 
more than the median earnings for all workers with a high school diploma or less. In fact, the mixture occupations (bachelor 
degree or more/some college) and (bachelor degree or more/some college/high school diploma or less) provide median earnings 
opportunities for members of each educational attainment group that outpace the median earnings for all of their educational 
counterparts. 

The general lesson to be drawn from this analysis is that while the general trend favouring more skilled workers continues, there is 
enormous heterogeneity in the returns to both educational attainment and choice of occupation. This exercise is instructive, but it 
does not provide a summary statistical measure of the degree to which we can explain the variability of earnings in terms of 
differences between groups that are classified or grouped on the basis of both their educational attainment and their occupation. 

Explaining the variability of earnings by educational attainment and occupation: The Theil decomposition technique

In this section I examine the degree to which the variability in the earnings of full-time wage and salary workers can be explained 
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by knowledge of each individual’s level of educational attainment and detailed occupation. I also control for differences attributable 
to gender and years of potential labor market experience. I use the Theil inequality statistic, which allows decomposition of the 
total variability of earnings into two summary terms-one that measures the sum of differences between each group mean and the 
overall mean of earnings (in log form), and the second that measures the total variation within each group-where the groups are 
defined so as to be mutually exclusive and exhaustive. 

Table 6 provides the results. The grouping used includes the 45 detailed occupations 

 
discussed above. Each of these groups is further divided by gender, 4 potential experience groups, and 7 educational attainment 
groups. Theil decomposition statistics are calculated for 1992 and for 2000. In 1992, these detailed groups helped explain 49% of 
the total variability in earnings in terms of the contribution of the sum of differences between each group and the overall mean. 
From 1992 to 2000, the overall Theil statistic increased suggesting that overall earnings inequality increased over the period. At 
the same time, between-group differences now only explain 47% of total earnings variability. In other words, as overall inequality 
increased, so too did total within-group variability.

In the context of examining the demand for skills for the 21st Century workforce, the importance of this finding is to add a note of 
caution to our interpretation of the general results that there has been a continuing shift in the relative demand for more skilled 
workers. While this trend is clear, it is also the case that there remains a substantial amount that we cannot explain about the 
variability of earnings. Often termed unmeasured heterogeneity, the variation in earnings within each educational attainment/
occupation/gender/potential experience category means that receiving a degree and choosing the ‘right’ occupation is not a 
complete guarantee of success in the labor market. 

In truth, some of the unmeasured heterogeneity in these results could be explained by a fuller specification of the human capital 
variables in the Theil definition of groups. However, the general finding in the literature is that there is no set of currently 
measurable characteristics that will increase the explanatory power of between-group differences to a level that is much higher 
than what has been found in this exercise. There are some potentially key measures that are not captured by the CPS, such as 
training or an independent test-based assessment of skills. However, there will always be a large degree of unexplained variation 
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within groups that remains owing to characteristics such as motivation, as well as the process of self selection by which individuals 
choose different education and occupational career paths.

Prospects for the future: BLS occupational employment projections 2000-2010

Every two years, the U.S. Bureau of Labor Statistics publishes ten-year long-term projections of the U.S. economy, including 
projections of occupational employment. The latest round of projections was released in November 2001 for the 2000-2010 
period. The material in this section of this paper is based on these results and on the analysis that appeared in the November 
2001 Monthly Labor Review article on occupational employment projections. Some of the material is taken directly from the article 
without direct attribution.

As mentioned previously, the occupational employment projections are largely based on data from the Occupational Employment 
Statistics (OES) Survey, an establishment survey with 400,000 sampled units per year. The OES does not collect information on 
individual characteristics such as educational attainment, gender, or potential experience (among others) as in the CPS. The OES 
data are supplemented by data from the CPS in order to include estimates for private household workers and the self-employed. 
Due to sample size differences, the level of occupational detail in the OES is far greater than in the CPS. Any discussion of the 
demand for skills in the context of the underlying educational attainment distribution of occupations requires that comparisons 
between the OES and the CPS surveys be at a more aggregate level of detail in the CPS (for example, the 45 detailed occupations 
considered in earlier sections of this paper). 

Under usual circumstances it is possible to use the projected occupational employment trends based on OES data to examine the 
changing demand for skills as measured by educational attainment using the more aggregated CPS occupational codes. However, 
the OES is currently on the 1998 Standard Occupational Classification System, and the CPS will not convert to this system until 
2003. For the purposes of this discussion, I will present projected trends as they relate to the OES-based projections data, and 
relate them in a heuristic manner to the demand for more skilled workers.

Total employment is projected by BLS to increase by 22.2 million jobs from 2000 to 2010, an 
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increase of about 15 percent. Table 7 shows how these projections are distributed based on the major occupational categories.

The two largest major occupational groups, professional and related occupations and service occupations, are projected to 
increase the fastest and to add the most jobs of any occupational categories over the period. In general, these two categories are 
at opposite ends of the earnings and educational attainment spectrum, and are expected to account for more than half of the 
employment growth from 2000 to 2010. 

The three slowest growing occupations are expected to be office and administrative support; production; and farming, fishing and 
forestry occupations. Each of these occupations is expected to grow by less than 10 percent as compared to the overall expected 
growth of 15 percent. Administrative support occupations correspond to the category of “Other administrative support 
occupations, including clerical”, which in table 5 is classified as a ‘some college/high school’ occupation. The other two occupations 
have corresponding categories found in the ‘high school’ occupation list. 

Employment in transportation and material moving occupations, corresponding to a similar category in table 5 in the (high school 
diploma or less) occupation list, is projected to grow as fast as overall employment. Occupations that will grow slightly less than 
the average 15 percent include management, business and financial occupations (bachelor degree or more/some college); 
construction and extraction occupations (high school diploma or less); sales and related (bachelor degree or more/some college/
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high school diploma or less) and (some college/high school diploma or less); and installation, repair and maintenance occupations 
(some college/high school diploma or less) and (high school diploma or less) occupations. 

Professional and related occupations. Employment in professional and related occupations is projected to grow faster and add 
more workers (7 million) than any other major occupational group. Three industries, business services; education-public and 
private; and health services, will account for about 60% of this growth (data on industry composition of occupational employment 
growth not shown). The remainder of services, which includes legal, engineering and management, and social services, will 
account for another 20% of the growth. 

Almost 75 percent of the job growth for professional and related occupations is projected for three particular detailed occupational 
subgroups - computer and mathematical occupations; health care and technical occupations; and education, training, and library 
occupations. Computer and mathematical occupations are projected to add the most jobs, 2 million, and grow the fastest among 
the 8 detailed professional and related occupation groups. Overall, three out of five new jobs for computer and mathematical 
occupations are projected to be in the rapidly growing business services industries-primarily in computer and data processing 
services.

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (23 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

Health care practitioners and technical occupations are projected to add 1.6 million jobs over the 2000-2010 period, with 75 
percent of this job growth in the health services industry. Education, training and library occupations are also projected to add 1.6 
million jobs. Four of five new jobs in this occupational category are projected for public and private educational services. Among 
these occupations, social services will have the fastest growth from its 2000 level at 36 percent (not shown in table).

Legal occupations are projected to add 216,000 jobs. Paralegals and legal assistants are expected to grow the fastest, while 
lawyers should add the most jobs. 

Architecture and engineering jobs are projected to increase by 325,000, or 12.5 percent, the slowest growth among the eight 
professional and related occupations. Life, physical and social scientists are expected to add 223,000 jobs, or 19.1 percent growth. 

Service occupations. They are expected to add 5 million jobs over the 2000-2010 period, the second largest numerical gain of the 
major occupational groups. More than one half of the growth in service occupations is projected to be in the services industry-
primarily in the health, business and social services. About 30 percent of new service occupation jobs will be in retail trade, 
primarily in eating and drinking establishments. 

Within the 5 major subgroups making up service occupations, food preparation and serving related occupations are projected to 
add the most jobs, about 1.6 million. Healthcare support occupations are projected to add 1.1 million jobs, while protective 
services are projected to add over 800,000 jobs. This latter estimate is certainly an underestimate, given the changes that have 
occurred since the tragic events of September 11, 2001.

Personal care and service occupations are projected to add over 850,000 jobs, while building and grounds cleaning and 
maintenance occupations are projected to add about 780,000 jobs. 

The remaining major occupational groups can be seen in tables 10-16. Employment in management, business and financial 
occupations is projected to increase by 2.1 million, but only grow by 13.6 percent. Nearly 25% of employment gains will be in 
business services industries. About 354,000 new jobs are projected for the rapidly growing engineering and management services 
and 238,000 for finance, insurance, and real estate. 

Employment in office and administrative support occupations is projected to increase by 2.2 million, but only grow by 9.1 percent. 
In nearly all industries, employment of workers in these occupations is projected to grow slower than overall employment due to 
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continued trends in office automation and electronic communications.

Farming, fishing, and forestry occupations are projected to grow by only 50,000 over the 2000-2010 period. BLS projects that self-
employed individuals in these occupations will decline by 9.1 percent.

The construction and extraction occupations are projected to add 989,000 jobs, a 13.3 percent increase. Not surprisingly, a high 
percentage (60%) of new jobs are projected for the construction industry, but the fastest growth of jobs in these occupations will 
be in business services (58%), which should account for 10% of new jobs. A decline of 18,000 is projected for the mining industry-
mainly for extraction workers. 

Installation, maintenance, and repair occupations are projected to add 662,000 new jobs with only an 11.4% percentage change. 
Approximately 1 new job in 5 in these occupations are projected for the automotive repair, services, and parking industry. Most 
growth, however, is projected to occur over a wide range of industries. 

Production occupations are projected to add about 750,000 jobs, with only a 5.7% increase. In 2000, nearly 3 of 4 production 
workers were employed in manufacturing industries, but only a quarter of new jobs in these occupations are projected for this 
industry. More than half of new jobs are projected for the business services industry. 

Transportation and material moving occupations are projected to add 1.5 million jobs, with a percentage change of 15.2, about 
the same as the overall economy. More than 1 of 3 new jobs in this occupational category will be in the transportation and public 
utilities industry, while 30% of new jobs will be in the business services industry. Water transportation occupations are projected 
to grow slowly, while railroad occupations will continue their long-term decline.

Conclusions

This article has examined three issues related to the theme of this conference. First, I find that the strong relative preference in U.
S. labor markets for higher-skilled workers continued over the most recent recovery and expansionary period in the U.S. economy. 
Second, while U.S. labor markets continue to differentially reward, on average, those with greater levels of educational 
attainment, there is substantial and increasing heterogeneity in these returns. One significant measurable aspect that underlies 
the variability of earnings is the distribution of occupations and educational attainment. These variables, along with gender and 
years of potential experience, explained 49% of the total variation in earnings in 1992 and 47% in 2000. There remains 
substantial variability in individual earnings, however, that we cannot explain, a variability that has grown--as has overall earnings 
inequality--over the 1992-2000 period. 

Finally, the BLS projections for occupational employment for the 2000-2010 period were examined. The largest- and fastest-
growing occupations are projected to be in the professional and related group, occupations that tend to have higher average levels 
of educational attainment. At the same time, the second- largest and also second-fastest growing occupations are projected to be 
in the services group, which tend to have lower average levels of educational attainment.

In the end, the evidence points to an economy that is increasingly skill based, with a widening gap between different skill groups. 
At the same time, the widening variability in earnings suggests that beyond one’s decision on educational attainment and choice of 
occupation, there are other significant, difficult to measure characteristics--such as motivation--that are key to determining one’s 
actual labor market success. 
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Discussion

Mr. Randall L. Johnson, Director, Legislative Affairs, Motorola, Inc.

Michael Horrigan’s presentation regarding the demand for educated workers in a knowledge-based society was developed and 
presented in a highly effective manner. It is clear that he is extremely gifted in his profession, and it is my intent to respond from 
the perspective of a high-technology employer rather than analyze his methodology and findings.

Prior to assuming my current role with Motorola, I served as a leader in strategizing and developing our employee benefits 
programs. Part of that role required that I review the reports of our health care vendor partners; in doing so, I would ask three 
questions:

●     What…do the data show?
●     So what…difference does it make, are the trends, is the relevance, etc.?
●     What now…is the action we should be taking?

Mr. Horrigan has already articulated what the data show, and I will not repeat that.
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So what difference does it make to Motorola? Motorola has experienced a dearth of highly qualified software engineers. First, at 
one time, we have had up to 3,000 open engineer positions that we could not fill. Second, we have been one of the largest users 
of H-1B visas in the United States. Third, we have found it necessary to make increased use of the flexible work force that Shelley 
Hymes discussed in her opening remarks.

What now?

First, our education programs need to be enhanced. In the United States we have recently passed the “No Child Left Behind” 
legislation, which is a huge step in improving our education system. It will increase the emphasis on ensuring that each child in 
the United States is provided a quality education with standards established, and teachers and school districts held accountable for 
those standards in an atmosphere of what we call a “six sigma quality” focus on continual improvement in quality. Schools will be 
recognized for their achievements and face the consequences if they don’t improve to meet the standards. There will be an 
increased emphasis on teachers teaching in the subject areas in which they have attained an academic major, and steps will be 
taken to especially increase the number of math and science teachers.

Second, Barbara Clark, one of Motorola’s leaders in integrating education and the work force has advised me that the following 
skills must be emphasized and improved if we are to be successful as employers:

●     Communication skills. The ability to read, write and listen. This is especially important in a the diverse work force of 
companies such as Motorola

●     Computation skills. The ability to learn to think. Employees must be able to disaggregate in their thought processes, and to 
think logically.

●     Critical thinking and problem solving. My wife, who is a third grade teacher, informs me that this is emphasized in early 
grade school in her district.

●     Individual and teamwork skills. A person must learn to take individual responsibility to work as a team member. Individuals 
will continue to be asked to work as team members in the future.

●     Knowledge about a specific job.
●     Systems thinking skills. The ability to think about entire systems in which one works…such as accounting systems, 

government systems, educations systems, health care systems, etc., and the interdependence of them.
●     Technological skill. The ability to understand technology and its continued role in our society.
●     Resource management. The ability to manage money, time, people and material.

Third, we must have a cross-fertilization of cultures and thoughts. With a diverse work force, we will have strengthened education 
and skill sets. By allowing, and encouraging, the movement of people from culture to culture, country to country, we will better 
serve our publics. Motorola must have such diversification in our thinking processes and education if we are to compete in a global 
economy. 

Fourth, and this may sound “too far out”; we must change our mindset about work. Too often, work is seen as drudgery. “Thank 
goodness, it’s Friday!” Work is often seen as something to be minimized.

In reality, however, work can be one of the most rewarding aspects of our lives. If one is provided excellence in education, enters 
a vocation in which she is “gifted” and has a “passion” for what she does, and is provided with competent leadership, work can be 
very fulfilling. So, we must find ways to match education, skill sets, gifts, abilities, and passion to available positions to maximize 
the opportunities for a successful work force. When we do that, people will want to continue their learning and enhancing their 
skills throughout their lives.

Finally, I would merely close by quoting one of Michael Horrigan’s summary statements. “Beyond one’s decision on educational 
attainment and choice of occupation, there are other significant, difficult to measure characteristics, such as motivation, that are 
key to determining one’s actual labor market success.” 
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We concur. We have found that there are other intangibles such as “passion” or “fire in the gut” that are just as key to success as 
the school from which one graduates or one’s grade point average. 

Mr. Jerry Zellhoefer, European Representative, AFL-CIO 

In introducing this intervention, it would be useful to recall the Director General’s opening comments on the need for strong social 
partners to help face the challenges before us and the Deputy Under Secretary’s remarks that, in dealing with this subject, it is 
important to reach out to the business, labor and academic communities.

With that in mind, it would be useful to reflect on some points made by the Trade Union Advisory Committee (TUAC) to an OECD 
International Conference on Adult Learning Policy, last December in Seoul, Korea. In recent years, trade unions, realizing the 
problems that a lack of skills and competencies mean for their members, now seek to foster wider access to learning. They have 
continually argued the case that there is a need for individual entitlements to access foundation levels of learning skills, and for 
employers to be given obligations and incentives to provide such opportunities.

Trade unions negotiate training agreements with employers, raise their members’ awareness of learning, mentor their members 
and help to broker the provision of education and training with colleges and universities. An important issue on the trade union 
agenda is how to prevent employers from creating low-end jobs instead of relatively well-paid, skilled jobs. This is at the heart of 
the discussion of “high road” versus “low road”. The high road is characterized by the expansion of relatively well-paid, skilled 
jobs, particularly in the middle of the employment structure and the low road by the expansion of low-skill, low-wage jobs.

What may help close off the low road approach is the fact that organizational innovation and the skilling of workers are 
increasingly considered as key factors in company competitiveness and continuing training has become seen as an area in which 
the interests of employers and workers can converge. Although it is now widely recognized that lifelong learning has a central role 
to play in the knowledge economy, there has been slow progress so far in making it really happen.

For the US and the EU, the experience in most OECD countries contain some useful lessons, including training participation is 
significantly higher for those in employment than for the unemployed. In almost all countries, less educated workers are 
significantly less likely to be trained. Companies that are unionized train more than non-union companies. Workers on temporary 
contracts and in part-time jobs - most of whom are women - are significantly less likely to receive training.

In general, findings also suggest that schooling and training are complementary, therefore policies to strengthen schooling can 
also encourage further training. Against this background is the point that employers and unions should negotiate agreements 
including with levels of government and providers of education that make participation in lifelong learning feasible in practice. 
According to a recent study by the International Labor Office (ILO), the influence of bargaining is greatest in those countries where 
the continuing training system is based on agreements between employers’ organizations and trade unions, which have a high 
degree of joint responsibility in the regulation and management of training and are strongly linked to sectoral collective bargaining.

In the United States, the AFL-CIO participated along with employers, educators and the government in developing a “Blueprint for 
Improving Workers’ Ability to Thrive in the New Economy”. The 1999 report titled “Skills for a New Century: A Blueprint for 
Lifelong Learning” underscored that “the challenge was too large and too complex to be met by any single stakeholder. 
Partnerships must include students, workers, employers, unions, educators and government and occur at all levels.”

The 1999 Blueprint set out four key workforce learning goals: delivering education, training and learning that are tied to high 
standards, lead to useful credentials and meet labor market needs. Secondly, improving access to financial resources for lifelong 
learning for all Americans, including those in low-wage jobs. Thirdly, promoting learning at a time and place and in a manner that 
meets workers’ needs and interests, i.e. family friendly learning opportunities and, fourthly, increasing awareness and motivation 
to participate in education, training and learning.
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Another focal point in recent years, especially for the OECD countries is the Internet in the “new” and other segments of the 
economy. The Internet is like a huge wave poised to crash against our shores. It is not only a major cultural force; it has emerged 
as a powerful engine of economic change. Employers, employees and, yes, labor unions, will need to learn how to ride this wave, 
or risk being submerged by it in the coming decades.

Unions, rather than opposing the Internet, are embracing it as a means to help working families obtain a greater voice in the 
global economy. They employ the Internet to enhance membership communications, do outreach, coordinate internal activities, 
conduct research, mobilize for political and organizing campaigns, and deliver training. The AFL-CIO, most major labor unions, and 
numerous local labor bodies operating their own web-sites. In December 1999, the AFL-CIO launched its “Workingfamilies.com” 
initiative, offering low-cost Internet services to active and retired union members, potentially reaching 17 million households.

The growth in information technology (IT) jobs and worker earnings reflect a tightening of IT labor markets. IT industry leaders 
have responded in two ways. First, claiming a severe “shortage” of IT workers, they successfully lobbied Congress to raise the cap 
on H1-B visas, which regulates the number of foreign, high-skilled workers U.S. firms are allowed to employ, on limited-time 
basis. Second, many IT firms employ large numbers of skilled U.S. workers on a contingent basis, many working alongside and 
doing work comparable to that of permanent employees on a year-round basis (“perma-temps”). For example, of Microsoft’s 
approximately 6,000 “temporary” workers - roughly 1/5 of its Seattle workforce - more than 20 percent are “perma-temps.” 

While both approaches supposedly are aimed at filling short-term skill shortages, neither addresses the long-term labor force 
needs of the Internet economy. More important, they appear designed to apply downward pressure on labor cost. For large 
numbers of workers, IT employers are freed from providing pension, health insurance, stock options, and other benefits offered to 
regular employees. Not only is this unfair to U.S. workers, it sends a distorting signal to labor markets. It also creates 
disincentives for industry investment in attracting, recruiting, educating and training a domestic pool of IT workers.

In this highly volatile environment, governments and businesses are mostly concerned about obtaining an adequate supply of 
skilled workers. Unions and their members are worried about maintaining secure incomes, getting and keeping current the skills 
needed to get good jobs, developing career mobility, obtaining health care and family benefits, and providing for retirement. All 
therefore have a stake in revamping the U.S.’s poorly managed “pipeline” for skilled workers. 

We need substantial public and private investments to help workers make the transition to the new economy. Along with income 
supports and job search assistance, we need new training initiatives to equip workers with the skills they need to obtain the newly 
created IT jobs. Unions have taken the lead in such efforts. In 1996, the Communication Workers of America (CWA), representing 
630,000 workers in the IT-producing industries, joined AT&T, Lucent Technologies and the International Brotherhood of Electrical 
Workers in forming the “The Alliance”, a joint training trust which annually trains over 23,000 employees. CWA has also joined 
with Cisco Systems to provide hands-on-training for IT workers in sites around the nation.

We need to replicate the successful efforts of unions and employers, often government aided, to form regional and sectoral 
partnerships aimed at addressing workforce needs while promoting business objectives. in several different industry sectors.

Government, businesses, labor and communities must join together to help underrepresented groups - especially in low income 
and rural communities - overcome entry barriers into the IT labor markets. The AFL-CIO strongly supports government policies to 
ensure fair, affordable universal access to information technology and services. But bridging the “digital divide” between 
information “haves” and “have nots” requires more than putting computers and the Internet into schools and libraries, or even 
into people’s homes. It is equally essential that we give adults the skills they need to use information technology and compete for 
good jobs in the Internet economy. Achieving this goal, in the end, may be our most difficult and important challenge.

The AFL-CIO also has concerns about the future of low-wage employment. New technologies and innovations have and will 
continue to transform the economy and reshape jobs and the workplace. But this is only a partial view of the future. Receiving less 
publicity is the point that whenever major innovations take hold, income gains typically go to the better-educated workers who 
can quickly master the new techniques and technologies.
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The truth is that low-wage employment is not going away in the 21st Century and that many of the ordinary, humdrum, low-skill, 
low-paid activities of the past will continue on as before in the years to come. In some places, low-wage employment may actually 
be leading gains in employment. 

There were roughly 33.7 million low-wage jobs in the U.S. in 1998, roughly one in every four. These are jobs in occupations with 
median annual earnings that pay $ 16,800 or less a year. They are above the minimum wage, but just at the level it would take to 
lift a 4-person family out of poverty. By the year 2008, estimates are that there might be as many as 38.5 million such jobs, a 
14% increase.

Most of the occupations are in the service sector, beginning with retail workers and cashiers. There is some agricultural, forestry 
and fishing work represented by farm workers, other related jobs and some production workers engaged in meat, poultry and fish 
cutting and trimming and cannery workers. A number of low-wage jobs are involved in the textile and garment industries, 
including such jobs as working at sewing machines and pressing machine operators and tenders.

About 14% of American workers are union members. The only fast-growing but low-wage occupations with higher union 
membership are teacher assistants and hand packers and packagers. Nursing aides, orderlies and attendants have 12% union 
membership, guards 13%. The other fast growing occupations have less union representation, most under 5%. The benefits of 
union membership will not be extended to many workers who need improved pay, benefits and working conditions unless union 
density is increased in these select occupations.

The importance of union membership for low-income workers can be seen by comparing the weekly earnings of union versus 
nonunion workers. Union cashiers, for example, may earn half again as much as nonunion cashiers. Union janitors may earn 60+ 
percent more than nonunion people doing the same work. 

The above does not include the higher benefit levels that union members would probably have under a union contract such as, 
importantly, health insurance and provision for pension for example.

But are we really ready for the global, high-tech challenges of the new century? And will our new economy, which has been so 
slow to generate real economic gains for most of us, finally come around to meeting the needs of all working families? Such 
questions may best be answered by those who hold our nation’s future in their hands - the young people who are just now 
embarking on their work lives. And so we asked them, in a nationwide survey of workers between the ages of 18 and 34 
commissioned by the AFL-CIO.

These young workers are willing to do their part to meet the changing demands of today’s economy. They are optimistic and 
confident, committed to working hard and upgrading their skills. They know lifetime jobs are a thing of the past, but they are 
hopeful that what the new economy lacks in security it will make up for in opportunities for advancement. 

Unfortunately, young workers do not see employers meeting their end of the deal. Instead of fulfilling the prized American promise 
of upward mobility, they see employers failing to share the rewards for success with all who helped to create it. Corporations show 
too much concern for the bottom line and not enough for employees, they say, and employers fall short when it comes to sharing 
profits and investing in workers.

This helps explain why young workers are not particularly impressed with the nation’s current economic performance. They think 
the media has lost sight of what makes for a good economy. The true measures, they say, are not the stock market or corporate 
earnings. Rather, they are living standards and the availability of good jobs-and from where young workers are standing, it looks 
as though the new economy is creating mainly low-paying jobs that do not offer the health care and retirement security they need.

Young workers believe education is a key tool for survival in the new economy. But for all the talk about the importance of 
knowledge in the global economy, higher education remains largely unobtainable: Fully three-quarters of young workers today do 
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not have college degrees. And young workers see fundamental inequities that education alone will not solve. They think it’s time 
for new rules to hold corporations to a higher standard in the way they treat their employees. They support policy changes to 
protect good jobs and help them meet the needs of their families, such as requiring employers to provide basic health and pension 
benefits, strengthening equal pay laws for women, expanding the Family and Medical Leave Act.

Increasingly, they see another way to make the new economy more fairly distribute the wealth, and that is by joining together 
with their co-workers in unions. Today, 54 percent of young workers say they would vote to form a union, up from 47 percent just 
three years ago. And today’s unions are changing and mobilizing to meet the new challenges, fighting for higher pay and rewards 
for good work, standing up for equal pay for women and people of color and improving access to education and health care and 
retirement security for all working families.

If working families are to thrive and prosper in the new economy, one of our priorities as a nation must be to restore the basic 
American freedom to choose to form a union.

Building career ladders is also a key strategy. Unions historically have spearheaded or supported programs that help workers 
advance their skills and careers through apprenticeship programs, community-based skills centers and creation of career ladders. 
Creating a career ladder also requires an employer willing to generate jobs with advancement potential and to think about 
developing the company’s workforce. Yet, many companies have downsized their labor force and outsourced work that once 
provided steppingstones to more advanced jobs, and employers are ill-prepared to offer nontraditional ladders to the growing 
number of women and minority workers. Some industries, such as printing and metalworking, are dominated by small firms with 
few internal career advancement opportunities and without clear career structures, workers may find changing jobs among firms 
makes it difficult to advance.

At the same time, workers face many barriers when seeking to continue their education-including parenting responsibilities, 
financial costs, child care arrangements, lack of transportation and scarcity of time. Without paid time off and financial support for 
advanced education, workers may well find the next rung of the career ladder out of reach.

Unfortunately, a reduction in funding for important training programs is planned. Despite the sharp increase in unemployment and 
economic hardship over the last year, the Administration’s budget makes significant cuts in critical worker training programs. 
Overall discretionary spending for these programs will be cut by 9%.

Additionally, the Administration has not effectively addressed the management of state and local block grants, which has led to an 
estimated $ 1.3 billion in carry-in into FY 2003. This carry-in will be used in place of increased funding for these programs, with 
the result being that those already denied service must wait alongside the newly unemployed for the meager resources the budget 
offers. Some states have questioned the accuracy of the Administration’s carry-in estimates, which could mean even fewer 
resources available to help workers during the next fiscal year.

Adult training currently funded at $ 950 million, the Administration budget would cut 5% or $ 50 million below 2002 appropriated 
levels. The result of this cut could be to deny services to at least 18.000 new participants, including many who have left welfare 
and are seeking help to enter or stay in the labor market.

Session 2: Occupational and geographical mobility of the workforce in the 21st century

Mr. Géry Coomans

On external and internal labour mobility in the EU and U.S.
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The question of labour mobility is currently considered within the EU from three points of view. First, there is a desire, on political 
grounds, to have the European population taking full possession of their territory, in order to favour the formation of an European 
identity. Second, based simply on law, any European citizen should have equal access to jobs anywhere in the Union without being 
discriminated. In this respect, a full portability of his political and social security rights should be guaranteed. 

Whatever important, and even self-sufficient, these first two arguments are, this paper will concentrate on the third argument: the 
labour market efficiency. First, we need to remember that “market efficiency” applied to the “labour market” cannot be defined, if 
at all, in the same way as for commodity markets or capital markets. When applying it to labour, we should limit ourselves to 
consider that efficiency is just about all the measures, at whatever level, that one might think of for “improving the situation”, i.e. 
reducing the bottlenecks or, for example, maximising the revenue or minimising the cost - depending on the point of view. This 
totally open content derives from the fact that the “market” itself is metaphorical when applied to “labour”. Therefore, we will only 
be looking at some specific aspects, namely geographical and job mobility on the external side of the labour market, as opposed 
to the internal side of the labour market, i.e. within the organisations and the work process. 

A. Geographical mobility

A.1. Global labour supply

The concern with geographical mobility within the EU, in the recent years, has emerged from the increasing awareness of the 
regional imbalances in the frame of the demographic downturn of the labour force. At one end, Denmark as a whole has not only a 
very high employment rate (76 % in 2000 for the 15-64 age group) that leaves hardly any unused labour capacity, but also a 
stable working age population - index 101.4 in 2008-2010 (100 in 2000), projected down to index 100.6 in 2020. Therefore, 
Denmark can hardly afford any growth in overall employment over the next two decades. At the other end, we have for example 
Ireland, where on one hand the employment rate is starting from a lower level (64.5 % in 2000) and where on the other hand the 
size of the working age population is projected to grow further (index 111 in 2010, index 115 in 2020). Therefore, Ireland, with a 
1 % growth p.a. in employment, would reach an employment rate of 72.1 % by 2010. But Ireland, notwithstanding the most 
favourable demography in EU15, could not do much better: with 2 % p.a. growth in employment over the next decade, it would 
push the Irish employment rate above 80 %, i.e. above the reasonable limits. With 1 % and 2 % p.a. growth in overall 
employment, the EU15 would reach in 2010 an employment rate of 68 and 75 % respectively, starting from 63 % in the year 
2000. Just with 1 %, it would reach the limit before 2020. The USA, starting in 2000 with a (civil) employment rate slightly above 
70 %, would reach the 
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limit by 2025. Japan, facing a 30 % decrease of its working age population over the next half century, should also face a 
continuous decrease of employment. (See chart 1 and 2). This tells fairly enough how the European labour market faces prospects 
that are even tighter than they are in the US. This soon forthcoming labour scarcity in Europe will be adding pressure to improve 
drastically the productivity of a scarce resource. In the USA, the labour availability would be higher, unless the southern 
immigration was systematically used to widen the margins.

Maps 1-2-3 show the picture at regional level for EU15 and for the EU-pre-accession countries, with the same scenarios of 1 % 
and 2 % p.a. growth in overall employment. On one hand, in the Nordic Member States, in UK and in Portugal, 1 % over the 
present decade would be sufficient to determine a clear labour scarcity, because they are starting from high employment rates. On 
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the other hand, southern Germany and northern Italy are starting from lower employment rates, but are to face dramatic 
decreases in the working age population. Therefore, even a moderate 1 % p.a. growth in employment would be enough to 
generalise the labour scarcity. In the 2 % p.a. scenario for the next decade, only (most of) French regions and north-eastern 
Spanish regions would keep in the area of 72-76 % employment rates, close to the maximum level, and only southern Spain and 
southern Italy would lag below a 65 % level in employment rates. 

Maps 1-2-3
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It tells also where the reserve pool is in the EU - not to mention qualification and ageing characteristics: out of an estimated 
“unused labour capacity” close to 20 millions in 2010, in the scenario of 1% p.a. growth in employment and considering a

maximum employment rate close of 75 %, one eighth would be in the most western regions of Germany, one quarter in France 
(north, Paris region and south-east), a third quarter in southern Italy, and the last quarter in (mostly southern) Spain. Another 6 
million, under the same 1 % scenario, would be available in 8 pre-accession countries (Estonia, Czech Republic, Hungary, Latvia, 
Poland, Slovenia and Slovakia), of which 2/3rd in Poland, plus another 1.5 million in Bulgaria and Romania, besides additional 
reserves that would emerge from sectoral re-allocation. 

A.2. Forms of geographical mobility 

A.2.1. Residential mobility: a statement

The geographical mobility, in terms of “moving house”, seems to lie in EU15 at half the level in the USA, with 7.2 % of people 
involved in the year against 16.1 % (see Chart 3). Within EU15, a wide variety appears. The extended family area, i.e. the 
Mediterranean countries plus Ireland, show much lower figures compared to the Nordic states, that are much closer to the US 
figure. 
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Looking at the moving distance, there is a common pattern: slightly above half of the moves are local: 52 % of moving Europeans 
move in the same town, city or village, and 56 % of moving Americans do so in the same county (Chart 4). A second dimension 
that should be taken into account is related to the age structure: young people are notoriously the most mobile. Although based 
on different methodologies, the age profile illustrated by Chart 5 suggest that the young mobility is rather more driven by studying 
motives in the age group 15-19 for the EU than it is the case for the USA, where the drop in mobility rates becomes significant 
only above the age of 30. For the EU15, it is reasonable to consider that with the fast decreasing number of young people would 
rather depress the overall mobility rate.
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When considering the European diversity, it is obvious that the mobility patterns are of different kinds. Three models seem 
relevant:

a. The Nordic model has high mobility rates. It has certainly much to do with the early leave of young people from the parental 
home, as is common with traditional matrilineal system that is prevailing in these countries. Chart 6 shows that the ages at which 
half of the young people leave lies below 20 or close to 20 in Finland and Denmark, with little differences between males and 
females. Chart 7 shows how mobility concentrates much more on young people in Finland and Sweden, compared to the EU 
average. Close to half of the overall mobility seems to involve the capital regions. A link should also be made with the individual-
based social rights. 

b. The “simple nuclear family” model prevails in the Netherlands, UK 
and France, with relatively high levels of mobility. A link should be 
made with the family-derived system of social rights. In the case of 
UK and certainly France, the state centralism and some degree of 
urban macro-cephalic is certainly adding to the mobility involving the 
capital region. The region “Ile-de-France”, for example, makes one 
fifth of the French population, but involves two fifths of the national 
inter-regional mobility. 

c. A third group of countries shows lower figures of mobility. On one 
hand, we have the cases of Germany and Belgium are certainly to be 
related to their typical polycentric occupation of the territory, 
combined with family-derived social rights and relatively closed 
labour markets with more lifelong-like jobs. Austria is certainly a 
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more specific case, combining macro-cephalic of the capital region, 
strong tracks of matrilineal behaviour keeping the youngster later at 
the parental home, and the highest share of lifelong-like jobs that 
make the people less mobile. On the other, there is the group 
currently referred as the “extended family area” that should rather 
be named the “prolonged family area”. It comprises most typically 
Italy, Spain, Greece, and also Portugal and Ireland. The remarkable 
thing is that it is confirming with time its characteristics: in Italy for 
example, the median age at which half the young men have left the 
parental home has shifted, between 1992 and 1999, from 28.2 years 
to 29.7, and from 25.1 to 27 years for young women. Levels and 
changes are hardly lower in Spain and Greece. And this, combined 
with the traditional localism, and a job system that owes much to 

the family network, id obviously discouraging mobility. Furthermore, this model reveals more and more its perverse effects, linked 
to the increasing privatisation of the cost of childhood versus the public mutualisation of the cost of the aged. By all means, the 
internal mobility in Italy represents certainly the strongest example of resistance to economic theory. In no other country are the 
regional disparities so high, here between north and south, and more irrelevant the argument that would make differential in 
unemployment feed the migratory moves. Instead, we have the northern regions showing an employment level close to 60 %, or 
the EU15 average, while the southern regions, according to Eurostat, go on showing employment rates in the area of 40%.

Whether these self-confirming behaviours are to define some 
cultural dimension is an open question. It would by all means be 
interesting to have a closer look at the extent to which these 
“cultural behaviours” could still be tracked in the USA depending 
on the national lineage. 

On the whole, if we face the difficult task of estimating the 
global level of inter-Member States mobility, in terms of flow, we 
must remain very cautious. The data given by the Council of 
Europe, by the Labour Force Survey and by the Euro barometer 
are far from appearing similar, in terms of definition and of 
reliability, and henceforth in terms of levels attained. Chart 8 
compares the three results, but the conclusion must remain 
vague: the number of EU15 nationals that are moving from one 
Member State to another, on an annual basis, should not exceed 
by much a quarter of a million people. With half of the EU15-
nationals in other Member States having a job, this would mean 
that the intra-EU inter-Member State mobility would imply 
something between 1 and 2 per 1.000 jobholders. The very clear 
point in this is that this level is very far from reaching the critical 
mass that would imply any significant contribution to the labour 

market efficiency. Even if any policy would bring it to five times its current level, it would still involve below 1 in every 100 jobs. 

A.2.2. Changes over time

There is little doubt that the mobility within the 15 Member States has gone down significantly between on one hand the post-war 
decades and on the other the last two decades.
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Originally fed by agricultural reorganisation and national imbalances, the flow from the southern countries to the north has by now 
been reversed, with ageing southern migrants returning in their homeland. The number of Italians and Spaniards in France 
decreased by close to two thirds and three quarters respectively, which can be attributed only to a very limited extent, considering 
EU-nationals, to naturalisations. The number of Portuguese was peaking around the early 1980s, but they spread since then in 
other countries. The decrease in Germany involves only the Spaniards, whose number decreased by half, while the Italians and 
Greek show hardly any change, with the Portuguese peaking over the recent years. 

As for the short-term changes, in reaction to the economic cycle, the main point is that they are little documented, at least for the 
EU. For the USA, the data from the US Census show hardly any change over the 1990s, with a share of movers declining from 17 
% in the early 1990s to 16 % in the late 1990s: not enough to speculate on any slowdown of residential mobility in phases of 
strong economic growth. For the EU, the regional 5-year shift in the age structure, compared to the national averages, suggests 
that there was a decline of inter-regional mobility between the early 1990s and the late 1990s, in a clearer manner for the 25-
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34 age group than for the 15-24 age group. But inasmuch the basic statistical material is reliable, this decline appears strongest in 
Spain, and still significant in Greece. But on the whole, the evidence is too shady to establish a clear link from improved economic 
situation to decreasing mobility. 

Maps 4-5-6 show the number of people aged 20-29 per 100 persons aged 55-64, France, 2000-2010-2020. The source is INSEE 
2001 Projections Démographiques (Scénario central), class limits: Blue to red 207-151, 150-121, 120-106, 105-96, 95-81, 80-65, 
65 and below.

It is nevertheless strongly tempting to suppose that the far-
reaching demographic changes over the next decades will rather 
depress the geographical mobility. The point is that the number 
of incomers aged 15-24 per 100 persons aged 55-64 leaving the 
working age will fall dramatically, from a EU15 average of 113 in 
2000 to close 80 in the year 2020, before, seemingly, a further 
degradation. In the USA, the same ration would go down from 
156 in 2000 to 96 in 2020, before restoring above 100 in the 
decades after. Some EU Member States would show an 
exceptionally fast degradation over the next two decades, like 
Spain, joining Germany, Austria, Italy and Belgium with ratios 
below 80. Only Denmark, Ireland, Portugal and Sweden would 
preserve a replacement ratio close to parity. The question is 
then of course the following: will the young people not be stuck 
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down while they would be given much wider opportunity? And 
would it not depress the overall geographical mobility further 
and further down.

The case of France is interesting; showing how the past trends in mobility, when integrated into the latest demographic 
projections as they are by the INSEE, would produce strongly perverse effects. Map 4-5-6 shows how these projections end up in 
2020 with the sole region of 

 
Lyon and Grenoble, showing replacement Paris, plus the departments of Toulouse, levels above 
parity. Well over half of the departments would by then show a ratio below 8 incomers for every 
10 persons of leaving age. Can we imagine that things could do that far without provoking some 
preventive slowdown in mobility? And if things were going that far, the problem would be passed 
over from DG Employment to DG Regulation.

A.2.3. Job-related reasons for mobility 

The share of moving people declaring they did so for job-related reasons is similar in the EU and in the USA: 15.2 % and 17 % 
respectively. This bring the people moving for job-related reasons, at whatever short or long distance, to the equivalent of 2 % of 
the Labour force in EU15 (approx. 3.5 million out of 170 millions), as against 4 % of the Labour force in the USA (5.6 millions out 
of 140 millions). 

Beyond the statement of such values, it is not easy to comment the extent to which they contribute more or less to improving the 
labour market efficiency. At this stage, we should only refer to the difference, and take notice, once more, of the “European 
diversity”. Chart 10 shows how the reasons given for moving do interfere in the 15 Member States. It suggests, again, that the 
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Nordic distribution is similar to the US pattern, while in the “prolonged family” area, they are the least significant. Maybe it might 
be noticed that the “close labour markets” in Austria and Germany would lead to a higher share of job-driven mobility to 
compensate, but the argument would not mean much for France, and on the whole, it remains rather unclear. And we are 
certainly close to the limits of sample reliability and probabilistic laws, as we are whenever we are chasing rare events. 

A.2.4. Additional characteristics of residential mobility

The US Census data provide some more detailed insight on the characteristics of 
the people who moved in the last year. Globally, it must be noted that the share 
of people moving is rather decreasing with the improving social status. Chart 11 
illustrates this by choosing the household income. Looking at the shares per 
educational attainment is confirming this. Also, unemployed show higher share of 
moving people (25.2 %) than employed people (17.6 %). Expectedly, people 
living in owner-occupied units show much lower shares (9.1%) than people living 
in renter-occupied units (32.5 %). Considering occupational groups, we find the 
highest shares for “handlers/cleaners/­laborers” and for “private household 
service”. All this suggests also that some forms of nomadic behaviour do persist 
for the least favoured class. A fine analysis of Euro barometer indicates a similar 
link, but very much weakened, just at the limit of statistical reliability. 

At the 
same 
time, 
some 

signs do appear, for example when looking at the 
educational attainment, that mobility rates can increase 
again, although slightly, with the highest levels of 
educational attainments, at least for graduates in their 
thirties, as illustrated by Chart 12. This is probably the 
area where the behaviours correspond best to the 
paradigm of mobility as part of some social ascending 
strategy. 

This could be connected to some extent to the situation 
of EU-nationals that are expatriate in other Member 
States: according to the LFS 2000, the rate of 
expatriation to other Member States is higher for people 
with high educational attainment from the northern 
countries, as opposed for example to expatriates from Portugal, Greece or Spain, where the people with lower or medium 
educational attainment are - or were - more “on the move” than people with high educational levels. To put it in a rough wording, 
Swedish expatriated in other Member States (or Americans in the EU) are managers, and expatriate Portuguese are construction 
workers. (See Table 2).

A.2.5. Commuting as a substitute for residential mobility

Commuting to hold your job in another region appears 
certainly as a substitute for residential mobility, but the 
statistical recognition of it depends a lot on the territorial 
division and on the transport facilities. Map 7 and 8 show for 
some data for the EU. For the seven member States for which 
the LFS2000 gives data, as shown on Maps 7-8, the total 
number of inter-regional commuters would amount to close to 
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6 million. Obviously, a NUTS2 region like Brussels, with over 
half of the jobs held by commuters from other NUTS2 regions, 
is a most extreme example, and Belgium ranks first by far 
with close to 1/5th of commuters in the national labour force. 
Austria comes second, with 1/8th of commuters - the influence 
of Vienna. Germany comes third, with 8 %. At the other 
extreme, Spain with its vast areas of low-density population is 
discouraging commuting, that involves hardly 1 % of the 
national Labour force. The Netherlands show an example of 
fast progression in commuting, multiplied by close to 2 
between the early 1980 and the late 1990s, while residential 
mobility remained at low levels. In UK, the recent division of 
Greater London into two new NUTS 2 regions would certainly 
add more millions to the number of formal commuters. 

Maps 7-8 show commuting between NUTS2 regions in EU - 2000. Trans-border commuting needs a special mention, and certainly 
considering the work that the EURES network is doing. It involves, when including the commuters going to Switzerland, close to 
0.25 % of the EU15 Labour force. But Switzerland is taking 40 % of the total number, and an additional 1/5th, if not 1/4er 
according to the latest data, is going to Luxembourg, where the commuters are now making well over one third of the total 
number of jobs, besides one third of the resident population being non-nationals. But Luxembourg is certainly a very special case. 
(See Table 3).

There is little doubt that the total number of commuters, in the EU15, is a 
multiple of the number of people migrating from one region to another for 
work-related reasons. 

B. Occupational mobility
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B.1. Recent data on job-tenure

Any data on occupational mobility appears absolutely overwhelming compared 
to geographical mobility, and certainly if one isolates the small part of 
residential mobility that is due to job-related reasons. We are no more 
discussing about 2% (EU15) or 4% (USA) of the Labour force, but of shares of 
much wider magnitude. The immediate lesson from this is that the fluidity, or 
say the potential for re-allocation of the workforce, relies incomparably more 
on occupational mobility than on geographical mobility. 

Chart 13 tells that 18 % of the EU employees held their job for less than one 
year, against 27 % of US employees. At the other extreme, 40 % of EU 
employees had their job for 10 years or more, against 26 % of US employees.

The global profile is sketching a dual labour market, with on one hand short-
tenure workers, and on the other stable workers, having a job tenure above 3 
years. It also suggests that this dual character is more pronounced in the US 
compared to EU. Noteworthy, this EU-US gap remains for every age group, as 
illustrated in Chart 14. In the EU, half of the employees in the 35-44 age 
group reach a 10+-year tenure, while there are only 31 % reaching this in the 
same age group in the USA. Also, when considering the ageing workers (55-
64 age group), we find 18 % of American employees, against 12 % of 
European employees, with a job-tenure shorter than 3 years. This means also 
that re-entry into employment is certainly easier for Americans in their fifties 
than it is for Europeans. 

Consequently, the median job-tenure of employees lies in the EU15 at twice 
the value of the USA: 7.1 years against 3.5 years. But one very striking 
feature appears when comparing the median tenure depending on age and on 
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the educational attainment. In the USA, any higher educational 
attainment provides no advantage in terms of job security, while in 
the EU15, this link appears very clearly: the difference between the 
median tenure of people with high educational attainments, in the 
55-64 age group, against people with low attainments is 6 years (23 
against 17 years), while it does not even reach one year in the US 
(10.9 against 10 years). (See chart 15). And if this were, 
speculatively, to crosscheck some organisational characteristic, it 
would be tempting to say that baronies are much better locked in 
the EU compared to the US. Alternatively, it could be argued, from 
the point of view of the employee, that investing in higher education 
brings about better job security.

The second striking thing is, again, the European diversity. But there 
is one case where the profile is almost the copy of the US profile, 
and that is UK (chart 16). The Nordic countries plus the Netherlands 
follow, with profile in between the American and the EU15 average. 
Germany, France, Spain and Portugal show profiles close to the 
EU15 average, with increasing “high education premiums” in terms 
of job security. Greece, Belgium and Italy accentuate the overall job 
security, even for employees with low educational attainments. 
Austria presents a very specific profile, with the highest, by far, job 
security, but also with no High education premium - as if, in this 
case, a high educational attainment was the condition of 
occupational mobility (see Chart 17).

And here we are probably closest to the different characterisa­tion of 
the EU15 vs. the US Labour market in terms of “closed” versus 
“open” labour markets - or, say, high viscosity versus high fluidity. 
And there is seemingly a link with the cost of lay-off that is lowest in 
UK. But at the same time, it introduces the question of the kind of 
flexibility that is being favoured by enterprises: external in the 
American or the UK cases, and more internal in the cases of the 
closed labour markets. 

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (50 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

B.2. Changes over time

According to the Euro barometer (Question 15), 62 % 
of people “think that, in five to ten years’ time, people 
in general will change jobs more often”, and this 
share is increasing together with revenue and level of 
education, and it is all going along the common belief 
that lifelong jobs belong to the past. The available 
data do not give clear indications that “job security” 
has uniformly declined, neither in the US nor in the 
EU. And one of the main problems lies here in how we 
define “job security” versus “job stability”. If it is 
about involuntary job-loss, a BLS Working Paper, by 
Jay Stewart, comes to the conclusion that “job 
security appears to have declined during the early 
1970s, but from the mid-1970s through the mid-to-

late 1990, there has been no change”, adding that these findings are not consistent with the popular perception that job security 
continued to decline in the 1990s. And we know of no similar research at EU15 comparative level.

If we now keep to de facto stability of jobs, considering job-tenure, the trend towards less and less job-stability appears little 
disputable. For the USA, it may not appear when looking at the overall average “median years of tenure with current employer”, 
but it does well appear clearly when looking at the changes within every age group - the reason of the discrepancy lies simply in 
the ageing of the work force, that brings relatively more people in the high-tenure age group. For the EU15, we find, for much 
higher overall levels, a global evolution towards longer job-tenure that owes, here again, all of its extent to the overall ageing of 
the work force. Considering the different age groups, we find only the 25-34 group where the tenure remains stable, while it 
declines for all others. But this derives only from the longer tenure for the eldest age groups, while for all age groups below 45 the 
tenure is shortening, and certainly for the young incoming generations. This European evolution is sketching a kind of insiders’ 
dominated labour market, with older workers increasing their job stability while the jobs for younger people are unstable. 

Two additional features must be mentioned. On one hand, as in the USA, the overall evolution is the result of a faster decline in 
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the stability of male jobs, in most age groups, and a statistically increasing stability of female jobs, which is a clear consequence 
of the wave of increasing female participation. (See chart 19).

On the other hand, we find again the European diversity that is not simply 
confirming the ranking suggested by geographical mobility. Chart 20 shows 
for example that Italy, ranking low in terms of geographical mobility, is also 
ranking low in terms of occupational mobility insofar we consider the tenure 
with the employer. Spain, with low geographical mobility, shows high 
flexibility considering the tenure with employer - that owes much to the 
young temporary workers. Sweden, on the opposite seems to show a high 
geographical mobility, but also the highest tenure with the same employer. 
Belgium and France, and also Finland, Portugal, Germany, Luxembourg, 
Greece and Austria rather confirm here the closed character of their labour 
market, with no prejudice on what happens at the corporate level. Denmark, 
Ireland, the Netherlands and UK confirm here the open character of their 
labour market, with both high levels of geographical mobility and short job 
tenures. (See chart 20)

 

C. Paying attention to internal mobility 

The forms of mobility that are internal to enterprises are still a hidden continent, and it might well be that this is the level where 
the most important things for the future happen. The fact is that over the last months, any conference on human resource 
management is buzzing about how to “retrain and to retain” employees. There is hardly any doubt that the progression towards a 
situation where labour will be the scarce resource will imply an ever increasing concern with “retaining people”, i.e. the promotion 
of organisational innovation, with new and more sophisticated forms of internal mobility. It is certainly time to improve the 
statistical coverage of the internal mobility and of the longitudinal professional mobility. 

Inasmuch we want to keep the attention on an European comparative approach, the available data are scarce, notwithstanding the 
considerable amount of literature at national, local or enterprise level. For the USA, a useful insight is given by the share of 
employees, aged 30 to 40, “who were promoted by their current employer from 1995 to 1997”. Close to one quarter of these 
employees had such a promotion, increasing with the educational level. For loweducational attainment, women have slightly more 
promotion than men, but with higher educational level, it is the opposite, showing the well-known glass ceiling”. A quarter of the 
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employees, that is again a much higher share than the people moving around for work-related reasons. It is roughly equivalent, 
for this age group, to the number of people that are with their employer for less than one year (as in chart 14).

 

D. The quality of jobs

One striking fact is the divergence in the evolution of jobs depending on sectoral educational attainment. Chart 22 shows how in 
the long term, according to the BLS, the employment in the sectors with lower educational requirements is receding in the four 
main EU countries, while it is increasing in the USA, although at a slower pace than in the higher educational attainment sectors. 
Although more “stylised facts” would be useful to sustain the argument, the idea behind this might be that the EU economy is 
favouring to a greater extent a strategy of higher qualification, that is of course consistent with the requirements of the knowledge-
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based society - and the Lisbon challenge. 

In relation with this, it must be remembered that the EU has been improving considerably the educational level of the population. 
Chart 23 shows an estimate of the changes in the number of people, aged 25-64, between 200 and 2010, depending on the 
educational level. For EU15 as a whole, the number of people with low educational attainment would decrease by 20 %. The 
number of people with medium or tertiary level will increase by 18 %. 

The consequence of this is that the labour shortage will certainly strike in the first place the low qualification occupations. And the 
permanent shift towards activities requiring higher qualification and high added value becomes then a no-choice question. And 
enterprises that would go on to make investments based on a large availability of low qualified staff will face very uneasy 
prospects. On the opposite, enterprises that would invest in organisational innovation will find a workforce with improved a priori 
qualification, making some kind of dream team for the knowledge-based society. 

E. Conclusion

The statistical survey of geographical and occupational mobility sketches the picture of a relatively clear opposition between the 
USA and the EU considered as a whole. The EU15 labour markets are predominantly characterised by a limited external mobility of 
the labour force, and it might appear risky to rely upon any significant increase in this external mobility to meet the challenges of 
national/regional imbalances in the labour supply. Considering the high-certainty prospects of the quantitatively shrinking and 
qualitatively shifting labour supply, the main challenge for Europe lies more probably in its willingness to take better advantage of 
any forms of mobility that are internal to enterprises. In this respect, accompanying the positive shift in the educational level of 
the workforce leads to prioritise the question of lifelong learning and lifelong development of competence. This path towards 
better-accepted personal flexibility is certainly consistent with any policy aiming at increasing the overall productivity.

Finally, mention must here be made of the “knowledge-based society paradox”: we need on one hand more and more knowledge 
and wider scopes of skills - social skills, learning ability, problem solving skills, all preferably certified when considering the point 
of view of the worker. But on the other hand, we face ever-faster obsolescence, renewal and enrichment of the acquired 
knowledge and skills, that are making certification uneasy, because certification requires stability of what is to be certified, unless 
the certification is to have only a provisional or partial value. 

While surfing on the web after injecting “skill certification” in the search engines, we do indeed have a flood of information and 
advertising, most from the USA and also from the UK. No doubt that this is consistent with an open labour market and with high 
rates of external mobility: providing people with some certification that allows them to be effectively mobile becomes a business 

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (54 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

by itself. When considering on the opposite the main forms of internal mobility, there is little doubt that the problem of 
certification arises in quite different terms. Innovation is here urgently required, in a direction that would both sustain productivity 
and offer favourable career development and higher quality of jobs. The trend towards “social labelling” of enterprises should take 
this into account. 

Discussion

Mr. Heikki Suomalainen, Specialist Adviser and President of UNICE's Education and Training DG, Confederation of 
Finnish Industry and Employers - TT

First of all I would like to thank the organisers of this seminar for inviting UNICE here. We find the issues the conference is dealing 
with very important, and that is why we are happy to be here. 

UNICE adopted in the spring of 2000 its position on the education and training. In that position UNICE noted that qualifications 
and skills are of fundamental economic and social importance. In the context marked by increased globalization of economies and 
technological development European companies are faced with far- reaching changes. Because human capital plays an increasingly 
important role the key objective is to create a society of continuous learning. In order to achieve this education and training 
structures, contents and processes need to be reformulated. 
 
It is therefore vital to improve the quality of education and training in order to respond to the challenges posed by globalization 
and development of the information and communication society. In this context quality can be described in terms of ability to 
respond to the needs of companies, of flexibility and adaptability and of transparency. 

The European population is ageing. The balance between entries and departures from the labour market, although now positive, 
has been decreasing sharply since the beginning of the 1990's. It will be negative in less than ten years from now. This is due to 
the fact that between 1945-1950 there were much more babies born than it has been 10-15 years ago. And now when that 
generation, born between 1945-1950 will be approaching the retirement age, the incoming amount of young people is not 
sufficient to replace the departures. This phenomenon puts high challenges for the management of the older people in order to 
increase the average retirement age which lies now quite close to the 60. One other tool to increase the average retirement age is 
to give those people ways and means to stay longer in the working life, and it is education and training.  

In UNICE we have discussed which kind of qualifications and skills are relevant to the needs of companies. We have come to the 
following conclusion:

●     Values and attitudes that are compatible to work
●     Basic skills (numeracy and literacy)
●     Key skills (such as social skills, ICT, problem solving)
●     Intercultural skills including language skills 

After the Lisbon summit in which the European Council decided to set the objective for Europe to be in ten years time the most 
competitive economy based on knowledge, the social partners at the European level have worked together to give their 
contribution to this process. The working group which were drafting the joint contribution, has finished its work some time ago, 
and now it is up to the decisive bodies of the both sides to finally adopt the contribution.  
 
In that contribution the social partners have clarified the concept of competencies and qualification. With competencies they mean 
the knowledge, skills and know-how applied and mastered in a given work situation. With qualifications they mean a formal 
expression of the vocational or professional abilities of the employee.  
 
The social partners have identified the elements that should form a solid foundation on which individuals can build their skills and 
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competencies during their working life. These elements are as follows: reading, writing, numeracy and at least the second 
language, problem solving ability, creativity and team work, computing skills, ability to communicate, including in a multicultural 
context, and the ability to learn how to learn etc. 

We in the UNICE think that those both lists of skills and basic 
knowledge elements are supporting each other. Even the young people in Europe are aware of the most important skills that are 
needed in the working life. In a recent Euro barometer survey they listed the following as most useful skills for finding a good job. 
The survey was made to young people between 15 - 24 years old. The most important skills were languages followed by IT-skills 
and good general education. The fourth one was communication skills and the fifth one was ability to work in a team. 
 
As a conclusion we can say that there seem to be a general common understanding of the useful and necessary skills in the 
working life. 

Concerning the future needs of recruitment in the industry we can note that in Finland, as an example of Nordic countries, the 
structure of recruitment according to the educational attainment is as follows:

●     50 % of the recruitment needs will be based on the upper secondary vocational education and training.
●     25 % will be based on the polytechnics level.
●     25 % will be based on the university degrees.

Mr Tim Mawson, Deputy Head of Unit for Employment Services, Employment and Social Affairs DG, European 
Commission

I should first of all like to express my appreciation to Géry Coomans for his presentation. It is the result of a remarkable piece of 
research and provides much food for thought, as it brings out a well-balanced view of the comparisons, contrasts and challenges 
facing both the US and the EU in the field of occupational and geographic mobility. I should add that Mr Coomans also provided a 
notable input last year to the work of the High Level Task Force on Skills and Mobility, which was set up as part of the 
Commission's strategy of opening up the European labour markets, to make them accessible for all with a 2005 deadline. Last 
December's report of the Task Force was the basis of the Commission's 25 point Action Plan on Skills and Mobility which was 
adopted last week and will be submitted next month to the meeting of EU Heads of State and Government at the European Council 
in Barcelona.

The EU has the stated ambition of becoming the most dynamic and competitive economy in the world, particularly focused on the 
knowledge society. In order to achieve this the EU needs a better skilled and adaptable labour force, with more scope for moving 
between jobs and between localities, both within and between Member States. However, as has been shown in the presentations, 
mobility in the EU runs at a significantly lower level than in the US. The mobility -- which does take place -- tends to involve 
mainly young people (who are on the whole better qualified), which presents the EU with a problem, since the demographic 
evidence points to a future EU labour market made up of fewer young people and a greater proportion of older people (who tend 
to be less well qualified and more static). The evidence on job tenure also indicates that EU workers stay in their jobs longer than 
their US counterparts (16,4% of EU workers having been with their employers for less than one year compared to a US figure of 
30%), further evidence of the greater scope for fluidity on the EU labour markets.

There are, of course, differences between labour markets in the EU - Géry Coomans has suggested three types of mobility 
patterns, the Nordic type (with high levels of mobility), the "nuclear family" type (with relatively high levels) and a third group, 
particularly involving southern Europe, but also other countries, where levels are generally low. Obviously differences also exist 
between States in the USA; labour movements in and out of high mobility States like California and Florida are not the same as for 
States such as Montana or Wyoming. However, seen as entities, mobility in the EU is still way below average US levels.

Before examining the Commission's Action Plan, I should just like to open a brief historical speculation on why the US benefits 

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (56 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

from higher levels of mobility. I was intrigued by the work done over a century ago by Frederick Jackson Turner in his paper on 
"The Significance of the Frontier in American History". "The frontier," he claimed, "is the line of most rapid Americanization." The 
presence and predominance of numerous cultural traits -- "that coarseness and strength combined with acuteness and 
acquisitiveness; that practical inventive turn of mind, quick to find expedients; that masterful grasp of material things... that 
restless, nervous energy; that dominant individualism" -- could all be attributed to the influence of the frontier. He maintained 
that the frontier contrasted sharply with the concept of European nations' borders with other states. One is led to speculate 
whether the prospect of expansion and pushing back frontiers in the US, and the need to mobilise the "get up and go" instinct is 
still more a feature in the American psychological make-up than in the European!

My main purpose today is to outline some of the key elements in the Action Plan on Skills and Mobility. The Commission views 
mobility under three perspectives - occupational mobility (concerning the movement of workers between jobs and the factors 
governing such movement), geographic mobility (be it between regions within Member States or involving movement from one 
country to another), and the importance of making sure people actually know about the opportunities available.

In the field of occupational mobility some of the key actions concerned are directed at improving skills, starting with the need for 
cost-free access to the acquisition of basic skills for all, regardless of age (many older workers who were not able to benefit from 
quality education still lack some basic skills). In order to guard against future skills shortages in critical sectors, targets for 
increasing student numbers, especially female students, in maths, science and technology should be introduced, along with better 
information and advice to females about job opportunities in science and technology; enabling women to take up more such 
opportunities will serve a dual purpose of achieving greater levels of equality for women while helping to tackle some of the skills 
gaps.

ICT skills figure large on the agenda, with the proposal that EU quality marks should be introduced for best ICT-based learning 
systems in EU schools (where, for example, only just over half the Member States currently provide for ICT teaching in primary, or 
elementary, schools). EU-wide definitions, standards and validation of ICT skills are needed, along with the better monitoring and 
matching of ICT skills with business demand, which requires good co-operation between employers, trades unions and 
government. Examples of good practice already exist; they need to be built upon.

This type of co-operation should be applied more widely, to strengthen links between the world of education and work, and should 
be supported through a European network of industry/education advisory bodies. Better training in the workplace is called for, 
with target setting for company training schemes and competence development plans for workers, including for older workers in 
order to enhance their productivity and working life longevity. This will be helped by establishing EU-wide recognition of non-
formal learning and work experience.

Geographic mobility in the EU is constrained by a series of obstacles. Priority will be given to eliminating these. In the social 
security field a new electronic health card will be introduced, which should not be seen as an EU-wide social security card, but it 
will make access to immediate health care away from home more straightforward. Preserving pension rights and their portability is 
important for mobile workers, particularly in an era when the long-term viability of some pension schemes seems uncertain. 

In the language area the EU has broader challenges to face than the US, with eleven official languages (at the moment!) and a 
wide range of other national and regional languages. Mastering languages is therefore an essential part of any strategy to support 
geographic mobility, quite apart from the intrinsic intellectual and practical value of language learning for itself. The objective here 
is for language learning to start early (e.g. from age 8 onwards) and for all young people coming out of compulsory education to 
have had the chance to master two EU languages in addition to their own. Linked to this objective is that of enabling a greater 
degree of intercultural learning to take place, by giving all students the chance of spending a high proportion of their studies in 
another EU Member State. Current EU schemes such as Socrates (education) and Leonardo da Vinci (vocational training) have 
proved trailblazers in this direction.

However, it has been widely understood that no matter what efforts are undertaken to maximise the potential of the indigenous 
EU labour force through improving skills and supporting mobility, there will still be a skills shortfall in the years and decades to 
come. Recourse to non-EU labour is therefore high on the agenda, and greater attention must be paid to improving the conditions 

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (57 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

under which third country nationals enter and remain in the EU. The objective is for third country nationals to benefit from the 
same residence, work and social security rights as EU citizens enjoy once they are properly established.

No matter how easy you make it for people to be mobile, particularly in the geographic sense, unless people actually know about 
the opportunities available the full benefits will not be felt. Information provision is therefore crucial, and it was interesting to hear 
Shelley Hymes talking about the co-operation between the US Department of Labor and Monster.com as a means of expanding the 
scope of information about job opportunities. The forthcoming establishment in the EU of the One-stop mobility site to support 
those aiming to move between countries will be of great benefit here, either for jobs, education and training, or for family reasons. 
The modernisation of the EURES (European Employment Services) system as a part of the One-stop site will also make labour 
mobility smoother. I was interested to see this morning that America's Jobs Bank registered about 50,000 new jobs today with a 
total of about 910,000 jobs in stock - impressive performance. EURES does not quite match up to this yet, with around 200 000 
jobs in the database, but it should be said that such jobs are currently pre-selected by the Member State employment services for 
their suitability for EU-wide applicants - we aim to expand the number of jobs available. A mobility promotion and publicity 
campaign is being planned to advise EU citizens about the jobs and learning opportunities available throughout the EU.

In these few minutes I have tried to outline a few of the key areas where we consider that progress has to be made to support 
occupational and geographic mobility as part of an overall EU employment strategy. Delivering the goods will require a strong 
sense of commitment and partnership from Member States, management and labour as well as from the European institutions. It 
is our aim to provide a yearly assessment of progress to the Heads of State and Government in springtime, with the deadline of 
2005 for achieving the objectives of the Action Plan. I am sure you wish us well in achieving this. Thank you for your patience and 
attention.

Dr. Kevin M. Hollenbeck, Senior Economist, W.E. Upjohn Institute for 

Employment Research

I would very much like to thank the conference organizers for inviting me to participate in the proceedings. I am a lifelong learner, 
and I love to learn by listening to and talking with individuals who may have different perspectives from mine. In this conference, 
we have at least two levels of dialog we are hearing comparisons across and between the US and the EU, and we are hearing from 
all of the social partners: government policymakers, business, and labor as well as academic researchers.

The structure of my comments is as follows:

1.  I will restate the key conclusions from what I heard from M. Coomans' remarks this morning and read in his paper;
2.  I will provide my reactions to those thoughts; and
3.  I will try to point out to be the public policy implications of the issues and my reactions to them.

I want to first compliment Mr. Coomans on his thorough, logical, and careful analyses. I have a colleague who works considerably 
with European data who warned me that European mobility data have a number of deficiencies. But when he looked through the 
paper, he said that he thought that the paper had handled very well the difficult and messy data.

I noted five major conclusions from the paper and comments, which were as follows: 

Conclusion #1: There is considerable variation/heterogeneity within the EU15 member states, and even within the member states, 
in geographic and employment mobility.

Conclusion #2: Nevertheless, both geographic and employment mobility are less than in the US. I very much like Mr. Coomans' 
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caveat about looking at geographic mobility solely from a labor market perspective. His (unstated) conclusion seems to be that 
we're (the EU) not going to reach US employment rates as is our aspiration without increased mobility or, at least, we have a 
severe obstacle in our way.

Conclusion #3: Job mobility is much more significant for labor market efficiency than is geographic mobility.

Conclusion #4: With relatively little external mobility (geographic and/or job changes), maybe we should emphasize internal 
mobility such as promotions and education/training.

Conclusion #5: We need to face the "knowledge-based society paradox," which is that we need more and wider skills (and we 
need to have them certified), but skills become obsolete quicker than ever before.

I had seven major reactions to the paper and remarks this morning, which I will enumerate (although in no particular priority 
order):

Reaction #1: There is considerable regional variation in mobility in the US just like in the EU. In fact, the heterogeneity may be 
comparable. Data from the latest Annual Housing Survey show quite significant variation across states. Some of our western 
states have mobility rates that are 2 - 2 times as great as our mid-Atlantic states (NY/NJ/PA). These data are for households, not 
people, and we would expect household mobility to be higher than on a personal basis because smaller-sized households are more 
likely to move. The levels across states ranged from 35% to 15%. I roughly estimated the coefficient of variation for the US and 
EU15 data and they were approximately equal.

Furthermore, there is considerable intrastate mobility within the US states just as Mr. Coomans has shown within the EU member 
states. I come from Michigan, and we Michiganders always use our left hand to symbolize the State of Michigan. The top part of 
the hand, northern Michigan has very low mobility rates. Near metropolitan Detroit, especially in a high tech corridor around Ann 
Arbor and Oakland County, we have quite high mobility. Finally, in Southwest Michigan, where I live, the mobility rates are 
moderate.

Reaction #2: In my cursory examination and from my limited knowledge of the data, I sensed a significant level of correlation 
between economic vitality and residential mobility. I know from earlier work that I have done on business formation, there is high 
correlation between employment mobility (through business births, expansions, deaths, and contractions) and regional economic 
growth. The problem is that I'm not sure that we know the causality. Does mobility cause economic growth or does economic 
growth cause mobility or neither? The answer to this question is very important from a policy perspective because it means that if 
growth/economic success is the goal, it may be totally inappropriate to facilitate mobility. If mobility results from growth, then it is 
far more important to focus on monetary, tax, or trade policies to stimulate growth and mobility will result. I'm confident that 
scholars are attempting to ferret out the causality, if any, between growth and mobility, and I would encourage Mr. Coomans, who 
has obvious expertise with the EU data, to do so as well.

Reaction #3: I quite agree that residential mobility tells only a small part of the story. (As an aside, I am baffled by the 
discussion's and papers total emphasis on moving people to jobs. It seems to me that moving jobs to people is also an option.) In 
any case, the EU may get some efficiency gains from reallocating labor or jobs toward areas with a surplus, but I suspect it would 
be a marginal improvement only. In my opinion, key explanators of economic vitality are resources and location i.e., physical 
capital and inputs, skilled labor, transportation infrastructure, and distance to markets.

Reaction #4: I think that a glaring omission from the paper and discussion is telecommuting. I did an Internet search on "Europe 
and telecommuting" and got a wealth of information covering several years. 

Reaction #5: I agree that flexibility and smooth transitions between employers is far more important for labor market efficiency 
than is geographic mobility. The policy implication of this is that country's should promote active labor market policies (ALMPs), 
not passive income maintenance supports.
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Reaction #6: I was surprised by the lack of attention to productivity in addition to employment rates. Presumably there is as much 
variation within and across the member states of the EU as there is for employment, and productivity trends may be more 
important from a policy viewpoint.

Reaction #7: The paper shows, among other things, that the young, more educated, and highest skilled workers are best off (not 
surprisingly!). I can offer an anecdote to buttress this finding. In my home state of Michigan, we do a follow-up survey of students 
who undertook career and technical education classes in their secondary schooling for purposes of state funding. Specifically, we 
conduct a telephone survey of students one year after they have graduated from high school. Interestingly, five years ago, we 
found that students who went to work right after high school were earning higher wages one year after graduation than were 
students who pursued higher education. (The latter were in part-time or summer jobs.) However, more recently, we have found 
that the wages for individuals who went to work right after high schools have dropped below the wages of the part-time and 
summer jobs of students who went on to college. The labor market has absolutely dropped out from beneath the young workers 
with only a high school education!

I believe that the data and conclusions from the paper and from my reactions lead to the following policy implications. At the EU 
level, policymakers will get more "bang for the buck" out of job/internal mobility enhancing measures than residential mobility 
measures. To wit, these policymakers should: 

●     promote (through research, resources, and data) ALMPs such as job search, retraining, etc.;
●     maintain as part of their policymaking arsenal marginal incentives to relocate or to locate jobs in areas with substantial 

labor surplus (taxes, subsidies, provision of infrastructure, etc.);
●     promote telecommuting;
●     promote the easing of institutional barriers to labor market flexibility (I quite realize that these barriers emanate from 

historical practices, culture, and policies that have long traditions.); and
●     invest in general skill training and education.

At the member state level, I believe that policymakers should:

●     promote ALMPs;
●     target those educational programs and industrial sectors for which the state has particular excellence, i.e., grow through a 

strategy of targets of excellence; and
●     promote entrepreneurship.

In closing, I would like to weigh in with some political advice. I am an elected politician; I serve on my local school board. I have 
been elected twice to four-year terms, and am right now, beginning my third campaign. I believe that local school district decision-
making is not all that different from EU employment policymaking. Let me explain with the following analogy. In schools, we spend 
perhaps 1/3 of our resources on the top 15% of students, 1/3 on the bottom 15% of students, and 1/3 on the middle 70%. My job 
as a school board member is to allocate the marginal dollars. There are good arguments to be made for investing those dollars in 
each of the three groups. The top 15% will be the leaders of tomorrow's society and economy (and furthermore they are the 
strongest group politically.) The bottom 15% is the most in need of assistance. The middle 70% are the largest group and are the 
"backbone" of society and the economy.

In the EU, you no doubt have the "high flyers"-- top performing member states, sectors, or regions; the "low end” member states, 
regions within member states, or demographic groups; and the "backbone" middle of the distribution. You need to allocate 
substantial resources to each of these and to have advocates for each. But my guess is that whether you achieve your stretch goal 
of becoming the world's foremost knowledge-based economy depends on making the right decisions at the margin. (I'm not going 
to hazard a guess as to what is correct!)

Finally, on the "does education matter" question, I firmly agree with the points made in the discussion yesterday afternoon. You 
will not achieve economic vitality by a strategy of investing in or restructuring your elementary and secondary education systems. 
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There is just not a sufficient linkage to the economy. In the US, the dire warnings of the A Nation at Risk report were absolutely 
wrong. The US shortly after its publication enjoyed the longest and strongest economic expansion in history. It is nevertheless 
important to work toward continuous improvement of education because we need to be efficient with public resources, we 
shouldn't rely on second chance programs and systems to serve young people, and because children are our most important 
resource. We truly want No Child Left Behind (as in the recent Bush education act in the US). We want everyone to get to the 
starting line with equal advantages.

Thank you.

Summary and Comment

 

Summary

Professor Robert Lindley, University of Warwick

1. INTRODUCTION

Higher investment in skills and more mobility may produce better jobs, faster economic growth, and happier citizens but the 
benefits may not be as widely felt and may not be as sustainable as hoped for without judicious public policy choices. The aim of 
the conference on EU and US Labour Markets in the 21st Century: Skills and Mobility was to shed light on some key developments 
in the labour market, examining them from different standpoints, clarifying problems that are said to accompany them, and 
exploring related policy strategies.

The context

The diversity of participants at the conference was matched by a diversity of formal contributions from the main speakers and 
discussants. This produced an interchange in which the debate swung backwards and forwards from one set of perspectives to 
another: from those of national civil servants and European Commission officials concerned with the development of policy, to 
those of employers and trade unions dealing with labour market conditions in practice, and to the perspectives of social scientists 
trying to make sense of complex realities in ways which can be useful to the policy and practitioner communities.

Of course, the conference did not cover all the key aspects of either skills or mobility and no attempt is made to go beyond the 
main scope of the discussion in this written version of the conclusions given by the author in the final session.

In what follows, Section 2 seeks to extract, mainly from the opening session of the conference, an impression of the ‘policy moods’ 
in the EU and the US and to suggest where the principal similarities and differences lie. Section 3 considers the importance of the 
trend towards higher skills, the reasons for it and some related implications. Section 4 explores the relationship between the 
growth in skilled work and visions of the knowledge-based society. Section 5 deals with the significance of different types of 
mobility in a high skill economy and the implications of this for policy. Some concluding reflections are given in Section 6.

2. POLICY MOODS IN THE EU AND US

The opening session put several issues on the table. The EU’s concerns about its relatively low employment rate and its need to 
increase investment in human capital are now being brought together more strongly with the longer-standing commitment to the 

http://www.dol.gov/ilab/media/reports/otla/labormarkskills/labormarkskills.htm (61 of 69)12/19/2007 11:08:11 AM



ILAB - Labor Markets in the 21st Century: Skills and Mobility (Proceedings of a Joint United States and European Union Conference)

Single Market objective on ‘freedom of movement’. The EU Action Plan on Skills and Mobility has been the result. So whilst the 
extent of structural unemployment in Europe is seen to be moderating, the policy community is not complacent about the 
importance of driving it down much further partly through promoting mobility. The prospect of enlargement of the EU reinforces 
the importance of mobility in the form of migration within the larger region.

At the same time, in the US, the profile of active labour market policy has been raised as the need for government to work more 
effectively with business to meet training requirements has moved up the policy agenda. This is taking place against a background 
where the US business sector already spends $300 billion per year on training, more than the total budget of US institutions of 
higher education. Alongside this, we find that the US Departments of Defense and Labor are seeking to bring the training 
promoted by the former more into line with what might also serve the needs of the rest of the economy. The potential implications 
of this for the US economy and its competitors may be judged by the fact that the Department of Defense spends $14 billion a 
year on training, making it the largest single training provider in the world.

In both the EU and US but in different ways, the spotlight has turned on the deployment of older workers and on the role of 
migration in a period of population ageing. In the case of older workers, the EU, starting from a lower base than in the US, is more 
acutely concerned to increase labour force participation by lengthening working life through questioning early retirement solutions 
to redundancy situations and sickness and through re-assessing the normal retirement ages embedded in state and private 
pension schemes. Both EU and US participants saw the improvement in educational and training opportunities for people over 
longer periods of working life as an important part of the policy strategy.

In the case of mobility and (external) migration, the EU’s emphasis is on the former as a means of improving the matching of jobs 
to workers whereas the US focuses more on the latter as a means of raising overall labour supply. In effect the EU has more gains 
to make in allocative efficiency through geographical and occupational mobility whereas the potential for such gains in the US is 
seen to be very modest. Migration in the EU context is much more a matter of policy relating to citizenship, security and foreign 
affairs than a tool of economic management. This is not to deny the importance of economic migrants as a social phenomenon, 
however, nor that it does have significant labour market effects.

More common ground seemed to emerge in the case of dealing with discrimination in the labour force. The ‘mainstreaming’ of anti-
discrimination policy in the EU is partly a political strategy to increase its impact but also a somewhat belated recognition that the 
market inefficiency resulting from discrimination (notably through gender, race, age and disability) is economically costly as well 
as unfair to individuals and socially divisive. Echoing this view, one US participant put it thus: ‘This used to be a moral imperative - 
now it is an economic one.’

The opening session also recognised the importance of ensuring that the policy-development process stresses learning from the 
performance of other countries, allowing for differences in cultures and socio-economic contexts. The role of peer review within 
the framework of the European Employment Strategy was seen as an example of a wider developing art, which also included 
‘benchmarking’ against the USA and Japan. Attention was also drawn to the need to make more sophisticated use of information 
technology to enhance the labour market information system. The US has particular cause to claim the lead in this through having 
grasped the basic economics of information and by making available much more analysis via web sites (see the contributions by 
Horrigan and Hymes) so that the extended policy and practitioner communities can benefit from intelligence rather than just 
information.

Underlying much of the discussion of the issues summarized above, however, was a common concern with the problems of 
providing universally high quality provision in the compulsory school system and at later stages of education and training. Not 
surprisingly, particular reference was made to the presumed effects of these problems on the ultimate supply of people with 
science and technology qualifications. But greater urgency was lent to this because knowledge was now seen as the driving force 
behind economic change. Explicit in the discussion was the notion that this was intensifying the need for more science, technology 
and ICT specialists. Implicit was the view that a greater understanding of the first two and direct competence in the third would be 
required across a broader part of the occupational and industrial structure than hitherto.

3. TRENDS TOWARDS HIGHER SKILLS
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The strong rise in the demand for people with higher levels of skill is due not only to the faster relative growth of sectors that 
employ such people, but also to their rising proportions among the labour force even within sectors that are not growing so fast or 
which are declining. Michael Horrigan’s paper documents this for the US, but the same is also true for many EU Member States. 
Indeed, in some EU countries, the relative employment effect is stronger and there is little evidence of the element of modest 
‘polarization’ found in the US, i.e. growth at both ends of the occupational spectrum. Several explanations have been advanced for 
the rising employment and earnings of skilled relative to unskilled workers. In addition, studies of generic skills have identified an 
increase in the demand for these and in the complexity of skill mixes expected from the workforce.

Factor price equalization theory addresses the importance of the pressure arising from the availability of unskilled workers in 
developing countries upon labour market situations in industrialized economies. Paul Krugman and others have acknowledged the 
existence of the effect but give it minor importance. Richard Freeman has noticed that EU economists are much more likely to 
attribute relative changes in the fortunes of skilled to unskilled workers in the industrialized countries to the impact of foreign 
trade.

One reason for the minor effect is the size of the non-traded sector - re-distributive social policy can be used to cope with the 
consequences. Another reason is that studies examining the impact of trade focus on the wrong aspect of trade, that between 
developed and third world countries, whereas what matters is trade between developed countries - opening their markets and 
integrating their economies - as a result, skilled working conditions (especially earnings) become ‘detached’ from those of the 
unskilled.

However, the most compelling explanation for rising relative employment and earnings for skilled people is the one mentioned by 
Michael Horrigan in his presentation: skill-biased technological change. This hinges on the complementarity between capital 
investment and employment of skilled workers. In contrast, for specific tasks requiring modest cognitive skills, substitution is very 
strong, particularly in the manufacturing sector though the same applies to retail and financial services. 

Other reasons come from the supply side especially the notion of ‘filtering down’ of qualified people as they find that jobs at a 
higher level elude them but those at a lower level can be colonized for as long as this is necessary in an economic recession. 

However, although the returns to skill resulting from education and training are buoyant, other points need to be made.

i.  Michael Horrigan’s analysis of educational and occupational perspectives on earnings shows considerable variability within 
educational groups. Thus, even those convinced of their own ability through their accumulated experience of the education 
system face uncertainty about the labour market returns they are likely to get from their investment.

ii.  Moreover, at the aggregate rather than individual level, just because the supply of highly skilled people has not out-
stripped demand so far, this does not mean that this could not happen in the next decade.

iii.  However, in both the EU and the US, demographic scenarios suggest otherwise.
iv.  Visions of the knowledge-based society imply a further intensification of demand for the highly skilled. Periodically over-

heated labour markets for IT specialists offer fuel for both predictors of crisis and more skeptical commentators. However, 
it is the broadly based occupational nature of the underlying trend that is most significant rather than situations in 
particular high-tech labour markets.

4. THE KNOWLEDGE-BASED SOCIETY

Over the last three decades various metaphors have assumed a role as currency in the intellectually debate about the relationship 
between technology, employment and economic growth. The ‘micro-economic revolution’, ‘information society’, and the ‘learning 
society’ have given rise to the ‘knowledge-based society’ and, to some extent, this further vies for attention with the ‘network 
society’, ‘weightless economy’, or the ‘new economy’.

In the present context, however, the basic justification for using the metaphor of the ‘knowledge-based society’ was evident in the 
conference. For participants, taken collectively, it seemed to consist of the following.
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i.  A diversification of the location of knowledge production in the economy such that knowledge is not just created at sites of 
recognized scientific and development activity but arises and is codified in many other settings. This involves some 
modification to the notion of ‘knowledge’ and the nature of what might be called ‘knowledge production’.

ii.  The application of knowledge-based procedures to the production and exploitation of knowledge itself. This not only 
involves much better access to information already available in a manner, which makes its use more extensive and 
effective. It also covers the development of mechanisms for identifying tacit knowledge held by individuals and making it 
explicit and capable of being shared.

iii.  A much greater willingness to seek out and consider what is known and to bring what is practiced more into line with what 
is known.

iv.  Moreover, whilst these ideas may be seen as being related largely to those in higher level occupations, visions of the 
knowledge-based society imply that such approaches will also be found among people in broader parts of the occupational 
hierarchy, reflecting on their practice; on why they do their job a particular way, on its relationship with other jobs and how 
they might do it differently.

v.  The uncertainty that attaches to the returns to investments in human capital, documented by Horrigan, is, however, 
compounded by an asymmetry in the basic information accessible to individuals and employers about the other. There has 
been increasing transparency of both education and vocational training qualifications held by individuals in the EU and 
certification is being extended to include generic skills and to wider areas of work-based training and development. In 
contrast, independently validated information available to job seekers about the qualities of organizations is still hard to 
come by for the average member of the work force.

vi.  Finally, one of the profoundest implications of the knowledge-based society is for the way the policy development system 
itself behaves in its approach to standards of analysis, to the role of routine monitoring and evaluation, and to the overall 
relationship between policy design and evidence.

The notion of the knowledge-based society has followed hard on the heels of the ‘flexibility’ debate where the Anglo-Saxon model 
is seen to produce a shortening of both implicit and explicit contracts, narrowing of commitments embodied in those contracts and 
the replacement of principle by pragmatism (especially in the public sector). That, in turn, has led to an increasing emphasis on 
individuals taking responsibility for their own learning and careers. This points to high levels of personal and household investment 
in education and training accompanied by high levels of potential mobility in which people seek to get the best returns from those 
investments.

Yet the knowledge-based society is not just about knowledge as produced, disseminated and exploited via the external market; it 
also embraces ideas about relationships within the internal market of the organization. Certain inconsistencies then seem to arise 
between advocating greater flexibility of contracts at the same time as trying to nurture processes that foster active organizational 
learning, sharing knowledge, co-operative creative behavior and loyalty to organizational goals. It is in this nexus that modern 
conceptions of social partnership in continental Europe and progressive ideas about what constitutes a high performance 
organization in the US begin to have some common ingredients. However, these can undoubtedly be over-stated and, given its 
primary focus, the conference did not pursue such matters very far.

Seeing the rising demand for skilled people, governments have tended to become pre-occupied with raising the quality of the 
labour force and worker motivation to train and be mobile, as opposed to the quality of organizational designs within which people 
are subsequently deployed. One reaction might be to say that the latter is the responsibility of business and the state should just 
concentrate on ensuring that vigorous product market competition will eventually force persistently poor-performing organizations 
to the wall. This will enable others to step in and offer better uses for the resources freed up. EU policy clearly does not accept 
that such a strategy is sufficient either to ensure that many more high performing organizations ultimately emerge or to speed up 
the process of learning and experimentation that brings this about. Competition policy and the internal market strategy have 
limited range partly because of difficulties in coping with transnational enterprises and partly because of large non-traded and non-
market sectors. Thus, a critical factor in the process of producing stronger organizations, as seen in continental Europe, is the 
potential contribution that employees and trade unions can make to such development.

This raises the issue of what trade unions should now see as their roles in economic and social development. The importance of 
trade unions as providers of training courses is growing in the US. But whilst such activities are important, there is still the 
underlying trend of occupational growth occurring typically in areas of low membership densities. At the same time, three-quarters 
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of young workers in the US do not get college degrees. Young workers are especially concerned to hold employers to account to 
provide basic health and pension programmers.

The tensions implied in these simple stylized facts about the US are considerable. From an EU perspective, they seem to offer a 
heightened interpretation of the conflict between flexible labour markets and the needs of high performance organizations. For if 
an employment relationship should deliver long-term security in relation to health and retirement living standards, it needs to be 
based on somewhat more than the outcome of opportunistic recruitment and retention activity. It seems likely to over-burden 
such a relationship to expect it to deliver sufficient human capital development when it might already be struggling to support 
health and pension obligations. Ironically, ignoring existing policy obligations, it is the latter that could, in principle, be most easily 
separated from the employment relationship, requiring, as they do no special expertise that pertains to the core business activity 
in question. 

Another perspective on the knowledge-based society stems from the way discussion of it is related to wider public awareness of 
the imperatives thrown up by technology, demography and globalization. Many vested interests populate this field of debate: 
these tend towards the emergence of management fads, excessive marketing of change scenarios, the underplaying of elements 
of continuity, and lack of attention to making sense of change for the citizen or employee. The more macho interpretations of 
business process re-engineering, for example, led to organizational failures through neglecting human resource factors and the 
significance of retaining corporate memory.

Finally, some social scientists on both sides of the Atlantic have cautioned against accepting the rhetoric of the flexibility debate as 
describing reality. The same might be said of their views of the knowledge-based economy. The caution amounts to questioning 
the extent of the change in labour market experience. Reductions in job tenure in the US and in most EU countries have been 
modest. They do not amount to the demise of the capacity of internal labour markets of larger organizations to distance 
themselves from the logic of the external markets that have such effects on small and medium-sized enterprises (SME). 

MOBILITY AND THE KNOWLEDGE-BASED SOCIETY

The dominant visions of the knowledge-based society imply that greater mobility is needed for these visions to be realized. 
Certainly it does not sound as if the pace of life is likely to slow down. And the faster it gets, the weaker members of society are 
likely to be left behind in the race. Will countries whose populations have higher propensities for mobility be more successful? 
Should public policy encourage greater mobility and, if so, what kinds of mobility should be fostered?

Before the conference got on to those questions, Gerry Coomans examined the nature and extent of mobility. He focused on 
geographical mobility (i.e. internal migration within the EU or the US) and job turnover. The first leaves out external migration 
between the EU (as a whole) or the US and other countries and the second leaves out both changes of job not involving a change 
of employer and changes of occupation whether or not this involves a change of employer. Note that in the paper (section B) he 
actually refers to job turnover as occupational mobility. Here, the latter term will only refer to mobility involving changes of 
occupation.

Coomans rightly stresses the diversity of experience within the EU. It is worth noting, though, that the paper then follows standard 
EU practice in which it is rare to allow for diversity within the US: the typical comparison being made between the EU or an 
individual member state and the whole of the United States. Yet variations within the latter are considerable and this means that 
the EU scientific and policy communities fail to exploit as much as we could the experimental variation available from exploring US 
experience.

This is a notoriously difficult area in which to make international comparisons. The commentary draws on the paper and the 
discussion, first, by turning to the phenomena that that the paper did consider and, then, by addressing the significance of those 
that were not covered.

In both cases, the starting point is the issue of skills and the knowledge-based society. The latter perspective goes beyond the 
usual issue of mobility as a process by which supply and demand are reconciled in the short-to-medium run to that of mobility as 
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a means of maximizing the return on investment in human capital over the long run. Thus it emphasizes not only increasing 
allocative efficiency in the labour market but also increasing the potential productivity of the labour force. Some loss of allocative 
efficiency may well be acceptable if it results in higher labour force potential followed by employment in higher-value added 
activities.

The obvious case is where, in order to invest in education and training, it is necessary to reduce the contribution that the 
individual makes to current production, often even to zero. Concepts of life-long learning extend this process over more of the 
working-life and, partly in order to do so, explore the extent to which the opportunity cost of such learning can be reduced by 
making it ‘work-based’ and fashioning ‘learning organizations’ that make the process as effective as possible.

At this point, the knowledge-based society metaphor takes over. The organization then becomes not just a learning organization 
but also one engaged in knowledge production and sharing. This is highly demanding, requiring well-qualified people at all levels 
not just because of what they know already but also because their experience of education and training is a necessary condition 
for them to participate effectively in the knowledge-driven organization. It is not, however, a sufficient condition and the 
discussion also underlined the motivational and other personal qualities needed over and above generic and occupation-specific 
training and experience. Moreover, if more of such people are produced, the more they will seek out employment opportunities 
that offer them scope for continuous learning.

Coomans puts this point in a rather different way by stressing the fact that rising educational levels in the EU mean that 
companies will find it easier to recruit better educated people and, if they are willing to invest in organizational innovation, they 
will be able to get much more out of them. He goes further to point out that companies that are content to pursue the low skill - 
low value-added strategy will find it increasingly difficult to find people who want to join them in doing so.

Does this mean, though, that what matters is not the low level of external mobility in the EU relative to the US but the degree and 
adaptability and mobility taking place within the internal labour markets of organizations? This seemed to be the consensus, 
though the data on internal mobility are very weak. Two aspects were stressed relating, first, to the need to allow for the impact 
of technology and other factors on the spatial relationship between home and work and, second, to their impact on the content 
and delivery of education, training and life-long learning.

As regards the ‘home-work’ nexus, the importance of commuting is emphasized in Coomans’ presentation but some participants 
noted the absence of analysis of the potential of ‘tele-commuting’. This changes the nature of commuting options and, in suitable 
cases, can make ‘commuting’ an even better alternative to residential mobility.

Whilst extended forms of ‘commuting’ may be seen as likely to increase, so we might also expect this will happen in the case of 
‘quasi-external’ migration. A large part of international migration among managerial and professional occupations actually takes 
place within the internal labour markets of multi-national enterprises. The exploitation of new technologies combined with the 
growth of international networks which cut across corporate boundaries could well mean a growth in the relative importance of a 
hybrid form of ‘commuting-migration’, i.e. short-term long-distance movements involving limited duration visits by professionals, 
rather than migration of residence and principle work place. These may take place within internal labour markets or within 
networks of high-level service transactions.

The second factor bearing on adaptability and mobility within the internal labour market relates to the consequences of the faster 
obsolescence of skills that are not continually up-dated. The boundaries between ‘occupational mobility’ and such processes as ‘de-
skilling’, ‘re-skilling’, ‘up-grading’ and ‘multi-skilling’ are not hard and fast in that any of those processes can be associated more 
or less with a change of occupation within the organisation or involving ultimately the external labour market. Some discussion 
took place essentially around three observations that the faster the obsolescence of skills:

●     the more difficult it is to identify and deliver in the external education and training systems up-to-date curricula and the 
certification systems to accompany them;

●     the more important it is to concentrate on giving a good general education to all young people and offering opportunities 
for adults to remedy their lack of this;
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●     the more the employing organisation will find itself assuming responsibility for promoting learning and the acquisition of 
new skills;

●     yet employers too will find it more costly to design training programs when skills needs are evolving quite quickly;
●     so the balance of attention between supporting education and training in the external markets for provision of these and 

supporting work-based learning is a crucial policy parameter, whichever country is being considered;
●     and addressing these issues is likely to draw public policy into taking more notice of the quality of employing organisation 

not just the quality of education and training.

In these circumstances, geographical mobility per se seems to be less important than occupational mobility and external 
occupational mobility seems less important than internal mobility.

6. CONCLUDING REFLECTIONS

The knowledge-based economy is another context in which the relationship between ‘economy’ and ‘society’ is evolving and being 
debated. How can we promote efficiency and equity at the same time? Recognizing that inequity can be the product of market 
failure, there has been a shift towards ‘mainstreaming’ the policy of anti-discrimination in economic terms, not just regarding it as 
part of narrowly defined social policy. The EU debate about social policy as a ‘productive factor’ is a broader case of this.

The prospect of a knowledge-based society also presents a new context in which to re-think the division of responsibility for 
continuing education and training as between, the individual, employers and the state. A mixed strategy seems to be necessary. 
One element should aim to improve initial education and open access to the equivalent for those adults whose basic skills are 
weak. Another element should recognize that many firms are too small to have ‘internal labour markets’ and the professional 
development structures to go with them, so a strong external market for high quality provision is needed. The benefits of this can 
be reinforced by nurturing partnerships between these organizations and between them and larger firms. A final element should 
aim to enhance the quality of internal labour market transactions in the latter organizations, from both employer and employee 
points of view.

If we assume that inequality is only acceptable if it benefits the absolute welfare of the most disadvantaged. The education, 
training and development of the most able should be subsidized only to the extent that it helps to remove bottlenecks to the 
employment of the least able. But, if promoting the educational attainment of some, and their capacity to work at higher skill 
levels, is to unlock a wider participation in the benefits of the knowledge-based economy, there also needs to be something else.

This amounts to a strategy concerned with the situations of firms and organizations in parts of the economy which generate lower 
quality jobs than they should do. Thus their problem is not the fact of facing highly competitive product markets for low value-
added goods and services; nor is it primarily an inability to find suitable employees, though that can exacerbate the situation. The 
main problem is that they have poor entrepreneurial styles and organizational designs. Part of the vision of the knowledge-based 
society embraces the idea of strengthening the SME through the professional development of entrepreneurs, increasing the flow of 
well-qualified people into these sectors. This would greatly extend the scope for generating higher levels of skill and greater 
amounts of purposeful mobility over wider parts of the economy.

Comment

Tevi Troy, U.S. Department of Labor

The discussions throughout the 2-day conference have offered much food-for-thought. I could mention several of them but I will 
focus on only a few that most touch on the U.S. experience. To succeed in the 21st Century, our nation must be prepared to 
embrace the changes in our economy - in how we work, where we work, and how we balance our professional and family lives.
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BLS Projections for 2000-2010: Of the 20 fastest growing occupations, 9 are computer related including the 7 fastest growing 
ones. The increasing importance of computers and computer networks in nearly every industry will sustain this rapid growth 
through 2010.

●     Our demographic destiny: In a few years we will have a growing class of retirees and a shrinking workforce. In addition, 
there will be an increasingly diverse group of Americans entering the workforce, bringing with them the need for new ways 
of organizing and managing work. 

●     Globalization and Technology: Increased global competition will continue to affect the type of work being done in American 
workplaces, creating new high-skilled jobs and lessening the demand for low-skilled work. More of the economy will be 
involved in producing exports or competing with imports, as globalization expands.

Education and Training Requirements of the New Economy: Increasing access to postsecondary education or training has 
become the new threshold requirement for the competitiveness of national workforces as well as for career success among 
individuals within nations. In 1959, 29% of the workers in the top two-thirds of the earnings distribution had some college, 
compared to 69% in 1998. 

Skills: Skills and education will be dominant, if not decisive factor in our ability as a nation to compete in the global economy. 
Having the best skilled workforce is as crucial to our economic growth and the quality of our society as technology itself. 

Mobility: The technological changes occurring in our world, especially the Internet and e-mail, make it increasingly possible for 
workers to telecommute, at least part time.

Flexibility: The challenge of flexibility and family as employers seek more flexibility to compete in the global marketplace and 
workers pursue more opportunities to spend time with their families.

Let me close with the followig comments. Our economies are all facing a future where skilled workers will be in heavy demand, 
while the number of workers available will decline. This is new territory for most of us. We need to continue to work together to 
discuss best practices and approaches to meet these challenges.

Some solutions are more readily apparent than others. For example, bringing into the workforce more of those groups typically 
not included there, such as people with disabilities, disadvantaged workers, older workers, etc. However, how exactly to 
accomplish this is not straightforward. We must share our experiences - our failures as well as our successes.

Having a more mobile workforce is also part of the solution. Oftentimes, we have workers with the ‘right’ skills but they live in the 
‘wrong’ place. Information on available jobs is very important to facilitate workers’ relocation. Job information, training 
opportunities, wider recognition of skill credentials, and housing availability are all-important elements to having a mobile 
workforce.

We also need to look at the role of immigration. The U.S. has a long history of accepting immigrants. They have been a key 
building block for our economy. In 2000, foreign-born residents made up about 10 percent of the U.S. population. Our continued 
openness to immigration will allow us to reap the benefits of the presence of newcomers from many countries. 

Finally, I want to conclude my remarks by thanking the Employment and Social Affairs DG for hosting this event. The stimulating 
and informative exchanges we’ve had yesterday and today have certainly reflected this effort.

Thank you.
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