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Executive summary

Introduction

Europe, in common with most of the developed world, continues to deal with the consequences
of the Great Recession of 2008-2009. The repercussions have been especially severe in the labour
market. There were five million fewer people in paid employment in the EU27 in the second quarter
of 2010 than in the second quarter of 2008. This report describes the impact of the recession on the
structure of employment in terms of occupations and sectors in the EU27, both at the aggregate and
national level. It does so from a quantitative perspective (identifying shifts in employment levels)
and from a qualitative perspective (showing how shifts in employment levels were distributed across
the wage spectrum). This is the first report published as part of Eurofound’s European Jobs Monitor.
A follow-up report in late 2011 will continue the analysis to mid-2011 as labour-market recovery
becomes (hopefully) more firmly anchored.

Policy context

The EU’s Europe 2020 strategy for smart, sustainable and inclusive growth includes a commitment to
fostering high levels of employment and productivity. This implies a renewed emphasis on the goals of
the earlier Lisbon Strategy goals of ‘more and better jobs’. More jobs are needed to remedy the sharp
increase in unemployment that has accompanied the financial crisis. Employment growth is also
necessary if Europe is to make progress towards its target of a 75% employment rate by 2020 for those
aged between 20 and 64 years. (In 2010, the employment rate for this group was 68.6%.) Moreover,
better-quality jobs (in terms of training, knowledge content and employment conditions) are needed
if Europe is to improve its productivity levels — the key to meeting the competitive challenges of an
increasingly multipolar world and thus to maintaining and improving living conditions.

In retrospect, Europe enjoyed something of a jobs miracle from the late 1990s until the onset of the
recession in 2008. Over 20 million new jobs were created in little over a decade: this was more in
both absolute and relative terms than were created in the US. Though the employment targets of
the Lisbon Strategy were not met, significant progress was made in raising employment levels and
combating unemployment. On the other hand, similar concerns to those previously voiced in the
US were raised regarding the quality of the jobs being created. The perception was that many new
jobs were low-paid and dead-end service jobs, and not enough were created in more knowledge-
intensive and potentially productivity-enhancing activities. Was job growth being achieved at the
expense of job quality?

Earlier work by Eurofound applied a simple method of analysis — first developed by Joseph Stiglitz —
in order to provide an empirically sound answer to this question. By breaking down employment
into individual ‘jobs’ (understood as a specific occupation in a specific sector — for example, a nurse
in the health sector or a shop assistant in the retail sector) and by ranking jobs in terms of hourly
wage (as a proxy of job quality), it can be seen whether job growth or decline was concentrated in
‘good’, ‘middling’ or ‘low-paid’ jobs. This analysis looked at developments in the labour market in
23 Member States between 1995 and 2006.

m Its main conclusion was that employment growth was skewed towards relatively higher-paid jobs.

m It also found that employment growth had been weakest in the middle of the wage distribution,
linked to the long-term decline in manufacturing employment. Growth in the lowest-paid jobs
was somewhat greater.
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Though patterns varied at national level, the aggregate EU data offered some partial support for
patterns of a ‘shrinking middle’ previously identified in American and British labour markets.

Key findings

The current report — Shifts in the job structure in Europe during the Great Recession — uses European
Labour Force Survey data to analyse whether the pattern of asymmetrically polarised employment
change, identified in Eurofound’s earlier work, persisted during a period of intense job destruction
(between the second quarter of 2008 and the second quarter of 2010).

Though clearly different in terms of employment outcomes, there was a similar pattern to that of
the preceding decade in terms of the distribution of employment shifts across the wage structure
at aggregate EU level. The recession appears to have accelerated previous trends.

Sharp losses in low-medium and medium-paying jobs, especially in construction and
manufacturing, accentuated the polarisation of the employment structure.

Even in a period of intense job destruction, employment still grew in top-paying jobs. As in the
preceding decade, job growth in the top wage quintile (the top 20% of the wage spectrum) was
mainly due to an increase in jobs in so-called ‘knowledge-intensive services’ (KIS). These include
both public services (mainly in education and health) and private services (business services).
During the recession, the relative importance of public services for job growth in the top quintile
increased.

At Member State level, three main patterns of employment shift were observed during the
recession: upgrading (job growth being skewed to the top of the wage distribution), polarisation
(growth in employment at the lower and upper ends of the wage spectrum, but contraction in
the middle) and downgrading (job destruction being greater in higher-paid jobs while lower-paid
employment either grew or suffered only relatively small declines).

Women fared better on the labour market than did men during the recession, both in qualitative
and quantitative terms. During the crisis, four ‘male’ jobs were lost for every one ‘female’ job.
The few sources of — generally high quality — employment growth were in predominantly female-
employing jobs in health and education.

The employment levels of older workers remained surprisingly high during the crisis; however,
those of core age workers (those aged between 30 and 49 years) and — especially — younger workers
were severely affected. During the recession there was a significant increase in employment
among those aged between 50 and 64 years of 1.7 million new jobs. This employment growth
took place across the wage spectrum, but was skewed towards top-paying jobs. For younger
workers (those aged under 30 years), jobs were lost across the wage spectrum.

There was a mixed picture in terms of employment status. There were marked losses in temporary
jobs in the early phase of the recession; however, the greater part of employment growth from
2009 onwards took place in temporary jobs, though this growth has tended to be in lower-
paying jobs. Part-time work has expanded across the wage spectrum, with gains more or less
equally distributed between men and women. New male part-time employment has been created
primarily in lower-paying jobs in agriculture, and food and beverages, while over two-thirds of
the growth in female part-time employment was in higher-paying jobs in education, health and
professional services.



Introduction

The empirical background to the Lisbon goal of more and better jobs was often phrased in terms
of the dismal job creation performance of Europe compared to the United States. In the first half
of the 1990s, the average annual rate of job growth in the United States was 1%, while in Europe
during this period the rate declined (by 0.65%).! Even though the gap in job growth narrowed in the
second half of the 1990s (1.67% for the US and 0.92% for the EU), the ‘Great American Job Machine’
highlighted unrealised European potential. Concerns were raised, however, as to the quality of the
jobs being created in the US. Joseph Stiglitz, then economic advisor to President Clinton, introduced
a jobs-based methodology to classify jobs created during the 1990s. The conclusion drawn was
that — broadly speaking — most of the jobs created were of relatively high quality (using wages as
a proxy). Wright and Dwyer (2003), taking a more nuanced approach (but still using the basic jobs
methodology), found that the distribution of employment growth in the United States in the 1990s
had indeed been skewed towards higher-paid jobs; however, there had also been significant growth
at the bottom and a ‘hollowing out’ of the middle. This was taken as evidence of polarisation and
was in sharp contrast to the employment growth of the 1960s.?

Between the turn of the millennium and the advent of the current economic crisis, job growth was
higher in the EU27, and significantly so in the EU15, than in the US. In an attempt to classify the
jobs created in this ‘golden age’ of European job creation, Eurofound’s Jobs Project traced structural
change between 1995 and 2006 in terms of median wages in jobs in 23 Member States. This was
the first application of this jobs-based methodology to EU labour markets. The report found varying
patterns across EU Member States — the two most common being a pattern of polarisation and
another of upgrading (jobs growth being skewed to the top of the wage distribution). The aggregate
pattern for the EU was one of upgrading with some limited evidence of polarisation (Fernandez-
Macias and Hurley, 2008).

In the US there are only relatively minor data issues attached to the use of the country’s labour force
survey (its Current Population Survey) for both employment data (by sector and occupation) and
median wage. However, the situation is more challenging in Europe. The European Labour Force
Survey (EU LFS) does provide good aggregate employment growth data, but there are some issues
of compatibility of the implementation of sector codes (NACE rev. 2.0)* and particularly occupation
codes (ISCO-88)* in various Member States. Moreover, in the previous Jobs Project study, wages
were compiled using both the European Structure of Earnings Survey and the European Survey
of Income and Living Conditions (EU-SILC), as well as its predecessor, the European Community
Household Panel survey.®

The Jobs Project could be updated to 2007 using the original wage-ranking data (Fernandez-Macias,
2010); however, further updating was not possible due to a major revision of the NACE sector
classification in 2008, which was not easily mappable to the previous classification. The fact that
wage data is now incorporated in the EU LFS is a huge improvement upon having to use sources
external to the EU LFS. The problem now is that — currently — wage data is not available for all

! Data from the EU-KLEMS dataset.

2 The jobs methodology has been prominent in the polarisation research debate and Goos and Manning have founded evidence of polarised
employment growth first in the UK (Goos and Manning, 2007) and more recently in the EU15 (Goos and Manning, 2009). Note, however,
that there are important differences between the methodology used by these authors and both the cited US research and Eurofound work.
Other similar approaches can be found in OECD (2001) and OECD (2003).

Statistical classification of economic activities in the European Community (Nomenclature statistique des activités économiques dans la
Communauté européenne, NACE)

+ International Standard Classification of Occupation (ISCO)

5 For the sources used and exact means of constructing median wages for jobs in these 23 Member States, see Stehrer, Ward and Fernandez-
Macias (2008).
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27 Member States. The approach taken in this report is to use the national data for the 13 available
countries to generate a common EU ranking for the remaining Member States.® In addition, a ranking
of jobs based on the years of schooling for the average job-holder is also presented (see Annex 5).

The massive job growth of recent times in both the US and Europe now seems as though in a distant
past. Between 2007 and 2009, average annual jobs growth in Europe was -0.6% (-2.0% in the US).
While the original purpose of the Jobs Project methodology was to study the changes in the structure
of jobs over a longer time period, it is of course very interesting to examine the shifts since the advent
of the Great Recession in 2008. Perhaps of most interest is to set the developments in the last two
years against the backdrop of the previous twenty. For example, has the change in the job structure
in Europe during the Great Recession diverged from the experiences of the recent decades or is it
more an acceleration of previously observed structural trends? As we will see in this report, broadly
speaking, it turns out to be the latter.

We believe that this report will show the value of the jobs approach in analysing the changing
structure of employment in the two turbulent years of the Great Recession. Not least, the possibility
to provide a qualitative dimension to net jobs change in a large EU-wide dataset — with short
publication lags — is extremely useful for policymakers. It may be particularly useful in the next few
years. In some countries the employment adjustment to the recession has not yet run its course and
it would be foolish to discount further macroeconomic shocks. Moreover, it is often when growth
and employment first rebound that the strategic investment decisions of companies taken in the
depths of the recession manifest themselves as regards their impact on the employment structure.
This includes the consequences of decisions related to mergers and acquisitions, offshoring and
outsourcing. It is thus highly uncertain what type of jobs the recovery in the private sector will
provide. Moreover, this report shows the vital role that the public sector has had in holding up the
level of well-paid jobs. It is likely, at least in some Member States, that this will not continue for long.

Chapter 1 presents a broad empirical picture of employment in Europe between the second quarter
of 2008 and the second quarter of 2010. Chapter 2 explains the jobs methodology. The main body
of the report is contained in Chapter 3, where — apart from the aggregate picture on the changing
structure of jobs —a more detailed presentation breaks down changes in the job structure by economic
activity (sector), worker characteristics and employment status. Chapter 4 draws some conclusions.

¢ For similar reasons of data availability, Goos, Manning and Salomons (2009) used wage data from one Member State — the UK - and applied
it to 16 Member States. In defence of such an operation, rankings of jobs tend to be rather similar from country to country: for instance, in
all countries medical doctors tend to be paid higher than office clerks who in turn tend to be paid higher than retail shop assistants. The
pragmatic rationale is that comparable data is only available for a subset of Member States. The 13 countries for which we used EU LFS
or national data to generate job-wage rankings and quintile assignments were Belgium, Denmark, Estonia, France, Greece, Hungary, Italy,
Lithuania, Latvia, Luxembourg, Poland, Portugal and the UK.









Employment in recession

There were five million fewer people in employment in the EU27 in the second quarter of 2010
than in the second quarter of 2008 as a result of the economic crisis, the most severe in over
a generation. This report describes the impact that this employment decline has had on the structure
of employment in the EU27.

Europe, in common with most of the developed world, suffered a severe recession during 2008-2009.
This was a direct consequence of a financial crisis whose causes are now agreed to be various and
linked. They include: deregulated global capital markets; credit and savings gluts as well as global
trade imbalances; excessive financial engineering; irresponsible banking; and inadequate bank
supervision (Krugman, 2008; Stiglitz, 2010). Recessions have negative impacts on labour markets:
they reduce demand for labour and increase unemployment. Recessions borne of financial crises
tend to be especially severe. Reinhart and Rogoff (2009), for example, estimate that unemployment
typically increases 7% after such recessions and the downtrend lasts on average four years. Active
policy intervention has had a role in tempering the labour market impacts of the crisis to date. (Such
intervention takes the form of stimulus packages to sustain demand and labour market measures
such as strengthened short-time and work-sharing schemes.) However, a resumption of normal trend
growth is still some way off, while employment growth remains anaemic and inadequate to the task
of absorbing younger labour market entrants as well as many who lost their jobs at the peak of the
crisis. Even without taking historical precedents as our reference, it is clear that eventual recovery
will take many years.

The impacts of the recession have varied considerably among Member States. Employment began
to decline as early as the third quarter of 2007 in some Member States (Hungary, Ireland, Lithuania,
Romania and Spain) and as late as the final quarter of 2008 in others (Cyprus, the Czech Republic,
Germany, the Netherlands and Poland; see Table 1). There were as many as 12 consecutive quarters
of employment decline in Lithuania and as few as two or three in the case of Austria, Cyprus and
Luxembourg. Broadly speaking, those countries where employment levels dipped earliest were also
those with the largest peak-to-trough declines suffered over the most extended period.

Some countries emerged comparatively unaffected — Belgium, for example, where employment levels
have barely declined, but also many of the larger Member States, including France, Germany, Poland
and the UK. Short-time working schemes were a significant contributing factor to labour market
resilience in Germany and Belgium in particular but also in many other Member States. By contrast,
others have experienced wrenching increases in unemployment — such as the Baltic States, Ireland
and Spain. Peak-to-trough declines in employment were over 15% in each of the Baltic States and
over 10% in Ireland, Bulgaria and Spain. As of the third quarter of 2010, the most recent quarter
for which data are available, employment had not yet troughed in four Member States (Greece, the
Netherlands, Portugal and Slovenia, though the decline in employment in each of these countries
has been comparatively mild).

The impact has also differed in terms of its effects on different categories of worker. Younger male
workers, those with lower educational levels or in temporary contracts have been most affected. The
crisis has largely spared, thus far, those in higher-skilled occupations, especially experienced, older
workers. However, an exception to this general trend has been the decline in employment levels of
corporate and general managers (ISCO 12 and 13).
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Table 1: Employment change during crisis, by country

2007 2008 2009 2010 . Change Average

in employment levels annual

Q2 2008 employment

Q1 Q2 Q3 Q4/Q1 Q2 03 Q4|Q1 Q2 Q3| Qa|Q1 Q2 o3| Pekto to growth,

trough | 55010 | 1998-2007*
Latvia -19.2 -16.2 1.4
Estonia -16.7 -15.2 0.7
Lithuania -15.0 -13.0 0.4
Ireland -14.5 -12.0 4.7
Bulgaria -11.6 -8.6 1.9
Spain -10.4 -9.6 5.3
Slovakia -7.7 -3.9 0.8
Finland -7.3 -3.6 1.5
Denmark -6.4 -4.9 0.4
Romania -6.1 0.4 -1.3
Hungary -5.9 -2.3 0.8
Slovenia -5.9 -2.5 1.0
Sweden -5.5 -1.6 1.6
Portugal -5.0 -4.7 0.6
Luxembourg -4.4 4.7 2.2
;Zicuhb“c -4.2 2.6 0.2
EU27 -4.1 -2.3 1.2
Greece -4.1 -3.4 1.4
Italy -3.5 -2.4 1.5
Netherlands -3.1 -1.0 1.5
UK -3.0 -2.4 0.8
Austria -2.7 -0.9 1.1
Poland -2.6 1.9 0.1
Germany -2.5 0.3 0.8
Cyprus -2.3 0.8 4.3
France -2.1 -0.7 1.7
Malta -1.7 2.6 1.3
Belgium -0.3 0.5 1.5

Note: Shaded quarters indicate the period between peak and trough employment levels during the recession. *Figures are
from 1999 for Cyprus, and from 1998 for Malta, Bulgaria and EU27. Data not seasonally adjusted.
Source: EU LFS (for ages 15-64 only)

As Table 2 demonstrates, employment levels in the predominantly state-funded sector — public
administration, education and health services — actually increased for white-collar workers while
employment declines were relatively muted in private services (with the exception of the retail
sector). On the other hand, the employment levels of both high- and low-skilled blue-collar workers,
especially in construction and manufacturing, suffered most during the recession. The bursting of
property bubbles (and their associated construction booms) was responsible for much of the damage
in the Baltic, Irish and Spanish labour markets. In every sector except the primary sector — which
accounts for a little over 5% of total employment — employment fell by more or rose by less for
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lower-skilled workers than for those with higher skills levels and for blue-collar workers than for
their white-collar counterparts.

Table 2: Changes in employment level, by major combined sector and occupation groupings,
Q2 2008 to Q2 2010, EU27 (%)

White collar Blue collar
Sector/occupation All
Primary sector Low skill High skill Low skill
Primary sector -7.7 -2.6 -0.9 2.9 -0.7
Construction -3.6 -10.5 -11.2 -16.4 -10.7
Manufacturing -6.9 -7.8 -10.1 -14.0 -10.2
Retail -2.7 -3.4 -5.8 -6.3 -3.7
Other private services 1.6 -0.8 -2.0 -0.9 0.1
Public services and utilities 4.3 3.0 -3.7 -0.6 3.1
All 0.9 -1.0 -7.3 -6.0 -2.3

Note: Occupational breakdown: white-collar high-skilled workers comprise ISCO codes 1-3 (legislators, managers,
(associate) professionals); white-collar low-skilled workers comprise ISCO codes 4-5 (clerks, service workers); blue-collar
high-skilled workers comprise ISCO codes 6-7 (skilled agricultural and craft workers); blue-collar low-skilled workers
comprise ISCO codes 8-9 (plant operators, elementary occupations).

Source: EU LFS (authors’ calculations)

The recession has therefore accentuated the long-run shift in employment away from the primary
sector (agriculture, fishing and extractive industries) and manufacturing activities towards service
activities. Services accounted for 69% of EU27 civilian employment in 2008 and 71% in 2010. The
shift has also been markedly skills-biased, sparing in large part — at least in the period covered by
this analysis — higher-skilled, white-collar workers.

In important respects, the 2008-2009 recession is not over. Firstly, labour market impacts of
recessions tend to lag output. The EU unemployment rate is still over 9.5% and has not yet begun to
move downwards. Secondly, the severity of the downturn prompted large public stimulus packages,
which served to protect employment in the short term. Their withdrawal or winding down is likely
to impact in particular on public-sector employment, already the focus of retrenchment in many
Member States. This also applies to sections of the financial services industry, which have been the
main recipients of state aid to date. Finally, the fact that negotiated and incentivised working time
flexibility also played a large part in dampening employment losses during the downturn is likely to
have created a buffer that may depress new job creation in the recovery.

Technically, recession in the EU began in the second quarter of 2008 and ended in the third quarter
of 2009 after five quarters of consecutive negative growth. The quarterly peak-to-trough period of
employment decline in the EU27 was from Q3 2008 to Q1 2010, during which employment in the
EU shrank by over nine million (a reduction of over 4% of the total). In this report we opt for the
two-year timeframe (the second quarter of 2008 to the second quarter of 2010) for our analysis, as
it covers the period from before the collapse of the Lehman Brothers bank in September 2008 (seen
by many as the trigger for the global crisis) to just after the stabilisation of EU27 unemployment
rates at around 9.5% (where they remain). There are other justifications for opting for this timeframe.
Employment declines in recession typically lag output declines by two to three quarters, which
justifies extending our period to beyond that of quarter-on-quarter output declines. Also, since we
focus on changes in employment levels (which are not seasonally adjusted), it makes sense to select
the same quarter in our two target years to minimise seasonal effects.






The jobs approach

This report focuses on how the Great Recession has changed the structure of jobs in Europe.
Increasingly, EU employment policy is phrased in the concrete concept of a job. ‘More and better
jobs’ was the headline phrase of the Lisbon agenda; ‘new skills and jobs’ is central to its successor,
the Europe 2020 strategy. Phrasing employment policy analysis in terms of jobs can also bring
matters closer to the concerns of European workers.

A job is defined here as an occupation in a sector. This is an intuitively attractive definition and
corresponds to what people think of when describing their job — a secretary in a hospital, a salesman
in a car showroom or a scientist in the chemical industry. This definition is also very useful for
both theoretical and empirical reasons. The two concepts of occupation and sector correspond
to the two fundamental dimensions of structural change. The sector gives a description of what
type of economic value is being created and the structure of occupations gives some indication of
how this value is being created. Empirically, the definition conveniently corresponds to standard
classifications of occupation (ISCO-88) and sector (NACE rev. 2.0), both well established in both
Eurostat and throughout Europe.

However, the jobs approach requires not only the definition of a job in an intuitive, conceptually
coherent and empirically practical way but also an analytically useful way of evaluating or classifying
these jobs. The originator of the jobs approach, Joseph Stiglitz, used the median wage for this. Wage
as purely a measure of monetary compensation is of course a useful classification of jobs in itself.
Research in the US, however, has interpreted wages as a proxy for quality of work — see Levy and
Murnane (1992), Ilg and Haugen (2000) and Wright and Dwyer (2003).

Apart from the intrinsic monetary value of the wage, the principal reasons for adopting wage as
a means of ranking jobs are twofold. First, wage income is both more measurable and generally more
widely measured than many other individual dimensions of job quality.” Other dimensions of job
quality — such as cognitive richness of work or work autonomy — are less easy to model or measure
and are addressed less often and less systematically in surveys. Secondly, on the assumption that
the wage of a job is likely to correlate with other unobserved or less easy-to-observe dimensions of
work, earnings are a ‘sufficient salient aspect of job quality’ (Wright and Dwyer, 2003) to be used as
a proxy even if the concept itself is multidimensional.

Recent European research on job or work quality has acknowledged the importance of the wage
dimension. According to Leschke and Watt (2008b, p. 6), ‘wages are arguably the most important
field in regard to job quality’. This is not just attributable to the value of purchasing power of a high
wage. Wages are strongly related to other payments such as pensions and social security benefits.
Moreover, the status of a job in society is strongly related to wage, as are a number of other non-
pecuniary job characteristics such as autonomy, cognitive richness and job security. The use of wage
as a proxy of quality does not imply an exclusive regard for the monetary aspects of a job, but reflects
the fact that wage levels are correlated with other non-monetary aspects of job quality.

Research published in the European Commission’s annual Employment in Europe report (European
Commission, 2008) based on work by Davoine et al. (2008b) bears out the significance of wage
in measures of overall job quality. In a principal components analysis of job quality dimensions
using different European data sources, the authors identify wages as the dimension with the
highest loading (0.9) on a factor that they interpret as ‘socioeconomic security and good working

7 However, the lack of availability of comprehensive wage data for EU Member States does make the task of establishing national job-wage
rankings more difficult than in the US (see Annex 2).
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conditions’. Other job quality dimensions with a high loading on this factor include job satisfaction,
the perception of being well paid for work done, participation in training etc. (European Commission,
2008),? all factors that are correlates of job quality in the literature.

However, it should be underlined that even if wages are probably the best single proxy of job quality,
it is likely that some important dimensions of job quality are not captured. While the compensating
wage differential idea of Adam Smith is hardly a major determinant of wages, it certainly has some
role to play and it is likely that some unattractive features of some jobs are compensated for by high
wages. This may be the case, for example, for jobs that could be dangerous, stressful or entail high
levels of effort.

It is important to emphasise the potential to expand the jobs-based approach. With a stable frame of
jobs defined by NACE and ISCO, other sources of data that use these codes can be used to evaluate
or classify jobs. Indeed, in this report, we also present a ranking of jobs according to the estimated
average number of years of schooling of the job-holders (see Annex 5). This can be interpreted
as a measure of the skill content of the job and is based on the Eurostat Labour Force Survey
(EU LES) variable ‘hatlevel’, which captures the highest level of educational attainment of individual
respondents. A more multidimensional job ranking based on a synthetic indicator of non-pecuniary
job quality has also been elaborated (Fernandez-Macias, Hurley and Storrie, 2011). This uses data
from Eurofound’s European Working Conditions Survey of 2005 and takes advantage of the fact that
this survey has a richer coverage of quality of work dimensions than the EU LFS.

The text box explains the basic steps of the jobs methodology.

Methodological note: the ‘jobs-based’ approach
The key (simplified) steps of the approach are as follows.

1. Using the standard international occupation (ISCO-88) and sectoral (NACE rev. 2.0)
classifications at two-digit level, we create a matrix with the same basic format as Table 2
but at a much more detailed level of disaggregation, counting 88 different sectors on the
horizontal axis and 27 occupational groups on the vertical axis. This generates a matrix of
2,376 'job’ cells. In practice some of the possible combinations of occupation/sector do not
exist (there are unlikely to be many precision craft workers in insurance companies, for
example) but the country total of job cells varies from 1,639 in Italy to 413 in Luxembourg.?

2. We rank the jobs in each country based on mean hourly wage.

8 Incidentally, this analysis by the European Commission also relates job quality and macro labour market outcomes, noting that a ‘higher
score [on the socioeconomic security/good working conditions factor] tends to be associated with better labour market outcomes (e.g. higher
employment rates and lower youth unemployment ratios) as well as favourable outcomes in terms of productivity levels’.

¢ The UK data show strong evidence of ‘classification shift’ for certain similar sectors between 2008 (quarter 2) and 2010 (quarter 2). These
tend to happen within NACE one-digit groupings. Our solution has been to reaggregate the two-digit sectors to one digit for the affected
one-digit sectors — water supply etc. (E), construction (F), financial and insurance activities (K) — prior to ranking and assigning jobs to
quintiles for the UK. This produced only minor differences in the UK chart.
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The jobs approach

3. We allocate jobs to quintiles in each country based on our job-wage ranking for that
country. The best-paid jobs will be assigned to the fifth quintile, the lowest-paid to the
first. Each quintile in each country should represent 20% of employment in the second
quarter of 2008."° Hereafter, the job-to-quintile assignments remain fixed for each
country and we shift our focus to the EU LFS quarterly employment data; here, what we
are interested in is the shift in employment at quintile level in each country.

Figure 1 illustrates in simplified format the above three steps using some of the large
employing top- and bottom-paid jobs at EU level as examples (while the jobs are correctly
assigned in terms of EU quintile, the individual job-wage ranks, that is 1-4, 1,105-1,108,
are for illustrative purposes only).

Figure 1: Job rankings and quintile assignments carried out for each country

Quintiles

4. We then simply sum net employment change between the second quarter of 2008 and
the second quarter of 2010 (in numbers of persons employed) for each quintile in each
country to establish whether net job growth has been concentrated in the top, middle or
bottom of the employment structure. This generates a series of charts similar to Figure 3.
Except where otherwise indicated, all charts in the report describe net employment
change by quintile for the indicated country or for the EU as a whole. The EU aggregate
charts are based on applying a common EU job-wage ranking.

10 Large, Tumpy’ jobs with a big share of employment can tend to make the quintile employment totals uneven in some countries. However,
in only one country — Romania — does this lead to individual quintiles containing more than 22.5% or less than 17.5% of a country’s
employment. This should be borne in mind when looking at charts for Romania. The single most common job in the country — skilled
agricultural workers in crop and animal production — alone accounted for 20% of employment in the second quarter of 2008 and this results
in an outsized bottom quintile and undersized second quintile.
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Shifts in the job structure in Europe during the Great Recession

The resulting quintile charts give a simple, graphical representation of the extent of
employment change in a given period as well as an indication of how that change
has been distributed across jobs of different pay or skill levels. Figure 2, for example,
illustrates employment change using job-wage quintiles for the EU27 as a whole during
the crisis. The figure should be read from the leftmost bar (the lowest-paid jobs) to the
rightmost (the highest-paid jobs). Net employment change is represented on the vertical
axis; the fact that most of the bars are below the zero line confirms that net job losses
were extensive (a decline of employment of around 2.7 million low-to-medium quintile
wage jobs) and that employment grew only in the highest-paid jobs.

Figure 2: Net employment change, second quarter 2008 to second quarter 2010, by wage
quintile (thousands), EU27
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Source: EU LFS (authors’ calculations)

This method also offers further possibilities of breaking these net employment changes
down by gender, employment/professional status, working-time category (full-time, part-
time) etc. We do this later in this report.

For a more extensive description of the data-processing involved in the jobs approach,
see Annex 3. Further background documentation includes Stehrer and Ward (2008)
and Fernandez-Macias and Hurley (2008) from the original Eurofound research project
investigating employment change in the EU over the period 1995-2006.

The EU LFS is the source of all data in the rest of this report, both the changes in number of job
holders and the wages and education variables used to rank jobs. Regarding the wage data, it should
be noted that the wage variable we are using — incmon, from the EU LFS 2008 annual data — was
voluntarily submitted to Eurostat by the national statistical institutes (NSIs) in the countries covered.
Only subsequently (in 2009) did Eurostat receive a mandate to begin collecting wage data from the
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The jobs approach

NSIs as an obligatory variable in their annual data submissions. The 2009 annual data already
contained wage data in decile format (incdecil) for 21 Member States. For this report, we have used
EU LFS 2008 annual wage data (‘incmon’) for 12 countries; national sources contributed the data
for Denmark. The job-wage ranking for the other Member States was constructed as a weighted
average of the available data for these 13 countries. Annex 3 describes in detail how this was done.
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Changes in job structure
during the recession

In this section, we use the ‘jobs approach’ to describe employment developments during the
recession. We look first at overall trends in the EU27 and then describe the varying patterns of
change in the individual Member States. Thereafter, we break down employment change into its
components in terms of major sectoral aggregations, worker characteristics (gender, age etc.) and
employment status. Our objective is to show how the broad outlines of employment change identified
in the quintile charts intersect with other dimensions of labour market development — increasing
female participation, shifts in employment by sector of activity, changes in employment status —and
to see how the recession has affected these relationships.

Aggregate development at EU and Member State level

Overall, decline in aggregate EU employment decline has been concentrated in middle- and lower-
middle paying jobs (Figure 3, right pane).

Figure 3: Changes in EU employment levels by wage quintile, 1998-2007
and Q2 2008-Q2 2010q (thousands)
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Note: The two charts in Figure 3 are broadly comparable in terms of the method used to generate them, but the 1998-2007
chart is based on the original EU Jobs Project’s job-wage rankings, which relied on various EU data sources (2000-2002,
see Stehrer and Ward, 2008 for details) using the older NACE classification (rev. 1.1) and for only 23 Member States.
Bulgaria, Poland, Malta and Romania were not included due to unavailability of data. The second chart, for the EU27 for the
2008-2010 period, is based on two sources — 2008 EU LFS annual data for the ranking (see Annex 2 for detail), and Q2 2008
to Q2 2010 quarterly EU LFS data for the employment shifts — and uses the NACE rev. 2.0 classification.

Source: EU LFS (authors’ calculations), Fernandez-Macias (2010)

Despite the recession, jobs in the top quintile actually increased by around 1% per annum using the
wage-based measure and around 2% per annum using the education-based measure (see Annex 5).
These findings are comparable to earlier results (Fernandez-Macias and Hurley, 2008) covering the
period 1995 to 2006 (subsequently updated to 2007), which showed employment growth firmly
skewed to higher-paid jobs. Higher-paid and skilled jobs were much more resilient to the effects
of the recession than lower-paid and — especially — lower-skilled jobs. They were also the main
beneficiaries of employment growth during the long preceding period of European employment
expansion.
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Shifts in the job structure in Europe during the Great Recession

Employment change during the crisis in the EU27 as a whole can be characterised as polarised,
with some element of upgrading. This compares with the aggregate picture from the earlier period. It
clearly demonstrated an upgrading of employment: growth in employment in the top two quintiles
accounted for over two-thirds of overall employment growth, but with some degree of polarisation
(in that growth was lowest in the middle and somewhat higher in low-paid jobs). Thus the recession
has negatively impacted employment in two ways: by destroying (low-to-) medium-paid jobs and
by stemming the net creation of new higher-paid employment, which had been the hallmark of the
long pre-crisis expansion.

Figure 3 also makes clear that the recession has ‘hollowed out’ the labour market by disproportionately
affecting those jobs in the middle of the wage distribution. This is a common finding of previous
analyses in both the US and UK that used a similar methodology and applied job-wage or
occupation-wage rankings (Wright and Dwyer, 2003; Goos and Manning, 2007). Employment trends
are relatively positive in jobs at the top and bottom and relatively negative in the middle, giving rise
to an overall polarisation of the labour market as the ‘middle disappears’. It is interesting that these
trends, previously observed during growth periods, should also 