


ENGINES OF

Three significant trends will strongly influence global employment
prospects in the coming decades — rapid economic growth in the devel-
oping world, demographic trends in OECD countries and rising levels
of education worldwide.

JOB EXPORTS

The traditional nation-based perspective of employment fails to take
into account the enormous positive impact of global economic growth
on job creation, because many of those jobs are created in other coun-
tries. Jobless growth is a misnomer. When the impact of domestic growth
on total employment is taken into account, the most economically ad-
vanced countries are actually running a net negative unemployment that
is not immediately apparent, because we focus only on jobs created in
the domestic economy. High income countries are net job exporters.
These jobs, in turn, spur a rise in incomes, soaring levels of consumer
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demand and demand for more sophisticated technologies produced else-
where. Thus, the generation of jobs in other countries is a powerful en-
gine for both continuous expansion of the global economy as well as for
continuous global job growth.

While it is difficult to accurately estimate the real impact of job exports,
the USA is most probably the highest net job exporter and easiest exam-
ple to document. In addition to 12 million workers the US employs in its
own manufacturing industries, generating a net addition of about 24

employment has more than kept pace with population growth and tech-

Innormaltimes, million manufacturing and service jobs abroad. Thus, in normal times it
the USA isrunning is running a net negative unemployment rate (after deducting domestic
anetnegative unemployment) equal to about 12 or 13% of total domestic employ-
unemploymentrate ment. Job exports help explain the remarkable fact that total global

nological development during the past six decades. Higher incomes and
greater demand for goods and services, both domestically and interna-
tionally, enable people in more prosperous nations to generate far more
work for other people. As living standards continue to rise in many mid-
dle income countries, they too will become net job exporters. Over the
next two decades, China and India alone, representing 40% of the
world’s people, will create hundreds of millions of new jobs, both domes-
tically and internationally.

DEMOGRAPHIC TRENDS

The world is now in the early stages of another demographic revolution,
which promises to have tremendous impact on the future of employment
worldwide. This revolution is the result of a steep and steady decline in
the birth rate and an increase in life-expectancy in the more economi-
cally-advanced countries. Life expectancy in Western Europe has risen
from 46 years in 1900 to 80.3 years in 2010.?? Over the last decade, the
old-age dependency ratio — the percentage of people aged 65 and above
compared to the number of people aged 15—64 —in OECD countries has
risen from 19% to 22%.%*

32 Angus Maddison, The World Economy: A millennial perspective. (Paris: OECD, 2006).
33 Unemployment rates and educational attainment (2004), Table A8.2b, Education at a glance. 2006.
OECD. http://statlinks.oecdcode.org/.
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Table 2 gives the projected growth of the working age population for the
main regions and the world during the first half of the 21st century. It
shows that the labor force in Europe will level off by 2010 and begin to
European  decline thereafter.”* These trends will have enormous impact on the fu-
labor brands  ture of employment. The EU’s labor force is expected to shrink by about
andtheir 0.2% a year between 2000 and 2030.?° The old age dependency ratio
impactonthe will rise from 22% in 2000 to 35% in 2025 and 45% or 50% in
futureof 2050.%¢ As the old age population grows, the working age population
employment  will shrink. The table also shows that over the next 15 years, the world
working age population is projected to increase by another 800 million,
slightly less than the one billion increase over the previous 15 years,
signaling a gradually decline from the peak population growth pressure

experienced in recent decades.

Table 2. Projected change in working age population 2010-2050

Region 1990- 2010- 2030-
(millions) 1990 2010 2010 2030 2030 2050 2050
Europe 481 501 4% 453 -10% 398 -12%

L.Amer. & Car. 261 385 48% 463 20% 463 0%

Africa 334 582 74% 937 61% 1311 40%
Asia 1950 2797 43% 3318 19% 3388 2%
India 503 781 55% 1022 31% 1098 7%
China 755 973 29% 983 1% 870 -11%

N.America 187 236 26% 255 8% 274 1%
World 3,230 4,524 40% 5,455 21% 5,866 8%

A study by the UN Population Division estimates that the 47 nations of
Europe would have to admit 161 million migrants during the period
2005-2050 in order to prevent the decline of the working age from
2005 levels, a net average of 3.6 million migrants per year during those
45 years.>” A World Bank Study in 2003 estimated that 68 million im-
migrants will be needed to meet Europe’s labor requirements during the
period from 2003-2050.%8 These figures are only scenario projections,

34 Health and Nutrition, 7.

35 Nicholas Eberstadt and Hans Groth, Healthy old Europe. International Herald Tribune. April 20, 2007.

36 Rainer Munz, Migration, Labor Markets and Migrants’ Integration in Europe: A Comparison- Paper for the
EU-US seminar on Integrating immigrants into the workforce. June 28-29, 2004. Migration Research Group.

37 World population Prospects, 8.

38 Ananya Raihan, Temporary movement of Natural Persons: Making Liberalisation in Services Trade Work for Poor.
May 10-11, 2004. Annual World Bank Conference on Development Economics Europe.
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but it is evident that, unless major policy initiatives are taken, the net
result will be a dramatic decline in the relative size of the working age
population in Europe and a shortage of workers to fill the available
jobs.?? Similar trends will prevail in other countries such as Japan. Prior
to the financial crisis, studies forecast that the US would have a short-
age of 17 million working age people by 2020 and that China will be
short of 10 million.*°

India’s working age population will rise by about 135 million by 2020,
which is projected to generate surplus of 47 million workers, but there
is evidence to suggest that even in India, the surpluses may prove illu-
sory.* 42 Empirical evidence suggests actual job growth is far higher
than official measures. As indirect evidence of a tightening labor market
in India, salary levels in the formal sector are rising at 14% annually
and are projected to be the fastest rising in Asia. Wages of unskilled
workers in some non-metropolitan and rural parts of the country are
rising even more rapidly.

EDUCATION, SKILLS & EMPLOYMENT

Job creation is a function of a complex array of social variables working
through a largely invisible process of social development. Education is
the most important of these factors, as reflected in the link between
levels of education and unemployment rates. A study prior to the recent
recession in the U.S revealed that those with a high school diploma
earned 42% more and had an unemployment rate 36% less than those
without a high school diploma.** In the Czech Republic, 23% of people
who failed to finish secondary school are unemployed, compared to just
2% of university graduates.** University graduates in Norway enjoy a
26 % earnings premium over people who only finished secondary school.
In Hungary that figure rises to 117 %.%

39 Ivo Slaus, “European Institute of Technology — An attempt of Euclidean Justification,”
Croatian International Relations Review 12, no. 42/43 (2007).

40 Sudha Ramachandran, “Doubts over India’s ‘teeming millions’ advantage’”” Asia Times. May 5, 2006.
http://www.atimes.com/atimes/South_Asia/HE05Df01.html.

41 Laborsta, 16

42 Brian Keeley, “The Value of People” In OECD Insights Human Capital: How what you know shapes your life

(Paris: OECD, 2007), 32.

43 Education Pays, United States Department of Labor. Bureau of Labor Statistics. http://www.bls.gov/.

44 Unemployment rates and educational attainment (2004), Table A8.2b, Education at a glance. 2006.
OECD. http://statlinks.oecdcode.org/

45 The returns to education: education and earnings (2004), Table A9, Education at a glance. 2006.
OECD. http://statlinks.oecdcode.org/
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Shortage

of skilled
lacourers and
unemployment

This same difference exists with respect to unemployment levels for
skilled and unskilled workers. In the USA those aged 19 and under have
an unemployment level that is four times higher than those aged 25 and
above who took the time and effort to improve their skills by training.
The employment rate for people with low-skills is only 49% in Europe,
compared to 83% for those with high levels of skill. The differential gap
between these two categories of people is 35 points in Belgium, Ireland,
Italy, Finland and the U.K.

Moreover, the problem of unemployment co-exists with a massive short-
age of employable skills. According to the World Bank, skill shortages in
the new EU member states have emerged, particularly after 2005, as a
constraint to expanding employment. Nor are skill shortages confined to
the high tech industries, which account for only 5% of the US work
force. Shortages are also prevalent in basic manufacturing industries,
so that many firms are forced to invest in expensive, computer-based
machines or outsource the work to overseas suppliers. The developing
countries present a similar situation. A 2007 study by the Federated
Indian Chambers of Commerce & Industry estimated a shortage of
500,000 MDs, one million nurses, and 500,000 engineers. They also
projected a shortfall of 80% for doctorate and post doctorate scientists
in biotechnology, 65 to 70% in food processing, 50 to 80% in banking
and finance, and 25% for faculty in education. WHO estimates a global
shortage of 4.3 million healthcare workers. Already one out of 5 prac-
ticing physicians in the US is foreign trained and by 2020 the US could
face a shortage of up to 800,000 nurses and 200,000 doctors.*® Figure
5 presents the results of global surveys conducted in 2010 by Man-
power Inc., one of the world’s largest recruiting and employment agen-
cies, showing the percentage of employers reporting difficulties in find-
ing people with the skills needed to fill vacant positions. *’

46 Employment and Social Protection in the new demographic context
(Geneva: International Labor Office, 2010), 40-41.
47 2010 Talent Shortage Survey Results. 2010. Supply Demand. Manpower Inc.
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Figure 5: Skills Shortage by Country
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The present conception of employment and retirement does not recog-
nize the social and psychological benefits of work. In addition, it over-
looks the immense value of human capacities — human capital — wasted
when people are prematurely retired long before the end of their pro-
ductive lifespan. Unlike machines which deteriorate with age, human
beings learn and mature over time, and often make their greatest con-
tributions late in life, when accumulated experience has distilled into
wisdom. Moreover, in a world in which the majority of children are still
denied access to quality education and so many other human needs are
left unmet, it is unwise and wasteful to neglect or prematurely discard
this precious resource. Fuller utilization of our most experienced human
resources might be achieved by commencing work experience at an ear-
lier age before the completion of education and extend the working life
much longer, with a gradual reduction in working hours according to
economic need, health and personal choice.*®

48 Slaus and Jacobs, “Human Capital”, 6.
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MEASURING

EMPLOYMENT
& HUMAN
WELFARE

Traditional measures of economic growth and welfare do not take into
account the impact of unemployment on human welfare and well-be-
ing. Most broader composite indices also exclude this key measure.
Unemployment is closely linked with income inequality, a crucial de-
terminant of how the benefits of social productivity are distributed
among the population. Low levels of unemployment are linked with
lower levels of income inequality, as well as higher levels of economic
growth, more education and better health.** Broad measures of ine-

49 Rodney Ramcharan, “'Inequality Is Untenable,” Finance & Development 47, no. 3 (2010).
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quality such as the Gini coefficient tell us about income distribution
among different income groups, but do not reveal the true extent of
deprivation among the unemployed with little or no income or pros-
pects of earning, the very group most susceptible to social ostracism,
crime, drug abuse and social unrest. Access to remunerative employ-
ment opportunities is essential for both individual economic security
and social stability. Unemployment is a severe form of deprivation and
any measure which disregards it is inherently inadequate. In a separate
paper, the authors have attempted to formulate a composite Human
Economic Welfare Index (HEWI) which explicitly incorporates
employment-related measures within a composite index of economic
welfare.>

50 Garry Jacobs and Ivo Slaus, “Indicators of Economic Progress: The Power of Measurement and Human Welfare,”

Cadmus 1,n0.1 (2010): 53.
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STRATEGIES
FOR FULL
EMPLOYMENT

We have argued earlier that any progressive change in society, such as
faster speed, better transport and communication, rising aspirations,
greater individual freedom, closer cooperation and more efficient
social organization, directly or indirectly results in the creation of new
jobs.

EDUCATION

More and better education is the surest, most powerful and effective
means of ensuring continuous rapid social development and ever fresh
avenues for creation of greater opportunities for employment — better
still, self-employment. One of the most effective strategies for ensuring
higher rates of job growth is to raise the mandatory minimum level as
well as the average level of education in every country. The world that is
coming needs ever more informed, educated and broad minded individu-
als capable of learning quickly and adapting continuously throughout
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their lifetimes. Education provides the essential foundation for life-long
learning. The average mandatory years of schooling among 34 countries
of Eastern and Western Europe is currently 8.8 years. Only three Euro-
pean countries — Belgium, Germany, and Netherlands — require 12 years
of mandatory schooling. These three are also the only EU countries that
make school attendance compulsory beyond the age of 16. The immedi-
ate result of raising the mandatory minimum will be to generate millions
of new jobs for teachers, construction of more schools and production
of educational materials. It will also slow the entry of youth into the
labor force, the group with the highest levels of unemployment. Medium
term it will raise the qualitative capabilities of the workforce, spawn and
attract businesses in search of qualified manpower.

A college education will be as essential in future as primary education
became in the 20th century. Korea has the highest gross tertiary enroll-
ment rate (98), an essential source of its economic dynamism, followed
by Finland (94), Slovenia (87) and US (83). Twelve countries have
TERs above 70%. Another 10 countries have TERs above 60%.°* Pro-
viding higher education to hundreds of millions of youth necessitates
new strategies. Raising global participation rates in higher education to
the level prevalent in USA today would require the establishment of
hundreds of thousands of new colleges and universities and the training
of millions of qualified instructors. The Internet provides an unprece-
dented opportunity to revamp and vastly expand the reach of higher
education globally by adopting new models for educational delivery. The
potential now exists for creating a global virtual university capable of
engaging the highest quality instructors and educational materials to
deliver high quality education at a fraction of the cost of current sys-
tems. Formulation of comprehensive national or international delivery
systems for internet-based secondary and higher education can drama-
tically transform education worldwide.

51 Education Statistics (EdStats), World Data Bank, World Bank http://databank.worldbank.org/.
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VOCATIONAL TRAINING

Vocational training is an effective means for addressing the global skills
shortage. The emphasis on vocational education and training varies
widely between countries. In 2009, 32% of the Danish working age
population between 25 and 64 years participated in education or train-
ing programs, the highest in Europe. The average for the EU-15 was
11% and for the EU-27 it was just 9%. Most other countries reported
levels below 5%. India recently established a National Skills Develop-
ment Corporation as a public-private partnership with the objective of
imparting employable skills to 150 million Indian youth by 2022. Com-
puterized vocational training programs can be a cost-effective means to
address the shortage of many skills.>?

ORGANIZATIONAL INNOVATION

Social organizations encompass the entire gamut of human activities,
urban-rural, formal-informal, public-private-NGO, etc. In the late
1980s, India created more than a million jobs for self-employed entre-
preneurs by promoting privately owned STD booths to provide long dis-
tance telephone services. Again in the 1990s, the country established
thousands of private computer software training institutes to impart
employable skills. Based on the success of the Grameen Bank, micro-
finance is another model that has spread worldwide. These striking
examples of organizational innovation barely scratch the surface of the
social potential. Countries vary enormously in the types and quality of
their social organizations. Cataloguing the range of institutions in each
field and comparing the methods and systems by which they operate will
reveal enormous untapped potential for every country.

52 Proposal for computerized vocational training. 2002. MSS Research. http://www.mssresearch.org/.
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INTERNET-BASED SELF-EMPLOYMENT

The emergence of the Internet has opened up an entirely new field of
employment and self-employment opportunities accessible by workers
and deliverable to customers anywhere in the world. The internet com-
bines technical innovation with organizational and social innovation.
Though attention has focused on direct job creation by major corpora-
tions in the IT and business outsourcing industries, huge numbers of job
opportunities are also being created for individuals in fields such as re-
search, marketing, publishing, translation, education, business and other
types of consulting, vocational training, website development and man-
agement, e-conferencing, e-commerce and other fields. Largely unknown
to the public-at-large, the potential for Internet-based self-employment
remains vastly underutilized. Research is needed to document the full
range of Internet-based self-employment opportunities with the poten-
tial for large scale job creation and formulate strategies for effective
exploitation of this potential.
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JOB GUARANTEE PROGRAMS

Constitutionally affirming and legally supporting the right to work pro-
vides the very strongest foundation and political will for achieving full
employment. This does not mean that government should become the
sole or principal job provider as in former communist countries. Rather
it means that government should accept the full responsibility and exer-
cise all of the policy instruments available to it to achieve and maintain
this goal. Short term, that may well include temporary reliance on
government supported job creation programs, such as the US Civilian
Conservation Corp during the 1930s or India’s current National Rural
Employment Guarantee Scheme. Unemployment results in high social
costs that are normally overlooked, including losses resulting from
school dropouts, health and psychological problems, poverty, crime,
social unrest and even terrorism. Studies indicate that government-
sponsored employment guarantee programs of this type can be a cost-
effective option for at least temporarily filling job shortages.>?5%5°

The Club of Rome, 47

GLOBAL MINIMUM WAGE

As Harlan Cleveland so rightly perceived, the real driving force for
wealth creation in the 20" century was the rising expectations of ordi-
nary people everywhere. Continuous economic growth requires a con-
tinuous increase in effective demand for goods and services, which can
only be achieved by raising incomes of the aspiring masses at the lower
levels of global society. Raising the minimum wage in every country to
the level required to comfortably meet all human needs will create the
most powerful economic stimulus imaginable. Higher wages at lower
levels will stimulate untold economic expansion. As Randall Wray has
argued, even if sovereign governments simply create more money to
raise the incomes of the lowest levels of society, the economic multiplier
effect will more than compensate for the costs.>® Global recognition of
the right to employment combined with a coordinated global effort to
systematically raise incomes at the lower levels of the society will pro-
vide the policy base for accelerated growth of incomes and employment
the world needs to meet the economic needs, security and welfare of all
human beings.

A combination of these and other strategies can be applied to dramati-
cally reduce unemployment in both developed and developing countries.

PROPOSAL FOR PILOT PROJECTS

The value of theory is best demonstrated by practical application.
Therefore, the World Academy and the Club of Rome are jointly explor-
ing the possibility of conducting a pilot project in one country or region
of a country designed to dramatically accelerate employment genera-
tion through a fresh approach.

53 Randall Wray, How to Implement True, Full Employment. November 14, 2009. World Academy of Art & Science.

54 Rania Antonopoulos, Impact of Employment Guarantee Programmes on Gender Equality and Pro-Poor Economic
Development, Policy Brief, Case-Study on South Africa. 2008. Levy Institute.

55 Rania Antonopoulos, Employment Guarantee Policies: Contributing to Pro-Poor Development,

Promoting Gender Equality. February 11, 2010. World Academy of Art & Science. 56 Wray, Full Employment, 27.
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impact of short term job losses on specific countries. Short term prob-
lems justify aggressive and innovative measures to cope with a local-
ized problem, but they do not necessarily imply an insoluble problem.
The medium term prognosis is favorable for creating full employment

at the global level. To understand and fully respond to the challenges
of rapid social transformation, we need to develop a comprehensive
social theory of employment as well as global models which reflect the
complex interacting forces that are reshaping world society in ways
that differ substantially from earlier periods in history.
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The remarkable performance of the global economy in generating
new jobs over the past half century has been largely overlooked be-
cause employment is viewed primarily from the perspective of indi-
vidual nations, rather than from the perspective of the world as a
whole. The overall effect of social change on the global economy is
complex and difficult to measure. Jobs that move overseas today help
spur income growth in other countries that results in higher consump-
tion, greater demand for imports and greater job growth in other coun-
tries sometime later. These facts do not mitigate the real negative
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