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he future is already here - it’s just not

very evenly distributed” is a widely cited

quote attributed to the American-Canadian

speculative Fiction writer William Gibson.
While there are many ways of interpreting Gibson’s quote,
it seems very apt to describe the impact that ongoing
labor market trends are already having on different socio-
economic groups.

Technological progress, population ageing, and globalization are
among the key drivers behind changes in the labor market. For
example:

« In OECD countries, the share of people who use the internet grew
by 30 percentage points over the last 10 years and more than
doubled in Greece, Mexico, and Turkey.’

« In 2020, there were 28 people aged 65 and over for every 100
people of working age (15-64) on average across the OECD and
itis projected to increase by 60% by 2050, potentially leading
to a shortage of qualified labor in countries with rapidly ageing
populations.?

¢ In 2015, between 30% and 50% of business sector employment in
most European countries was sustained by consumers in foreign
markets.?

Together, these trends determine the availability and nature of jobs,
as well as the skills that are demanded in these jobs. Some of these
changes are gradual and play out over a period of decades, while
others are significant and happen in the space of just a few years.

1 OECD, “Measuring the Digital Transformation, A Roadmap for the Future,” March 2019. https://www.
oecd-ilibrary.org/science-and-technology/measuring-the-digital-transformation_9789264311992-en;js
essionid=d9nJc9iR4ybd3Y3kQBusJQMa.ip-10-240-5-106

2 OECD Population Projections. https://stats.oecd.org/Index.aspx?DataSetCode=POPPROJ

3 OECD, “Employment and Global Value Chains (GVCs),” March 2019. https://www.oecd.org/sti/ind/trade-
in-employment.htm
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The OECD Employment Outlook 2019 showed that labor markets in
OECD countries are already undergoing substantial transformation.
In other words (or, rather, in Gibson's words): the future is already
here.

" And there is a lot of good news in these trends. For example, the
share of high-skilled jobs in OECD countries has grown by 25%

The Share Of high' over the past two decades and this

trend is expected to continue. Demand

skilled jObS in OECD hasincreased for human resource
Countries haS grown administrators and IT support technicians,

while it has dropped in manufacturing.

by 25% over the PaSt There is also little reason to fear a jobless
two decades and this future. Indeed, while technology may
trend iS expected to destroy some jobs, it also creates many

s " more and, often, these are better jobs.
continue. This has been the case with previous
technological revolutions, and there is

Figure 1: The employment rate has risen in almost every single OECD country

Annual employment rate among 15-64 year olds by
OECD country, 2000 and 2019
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little reason to believe that this time will be different. On average,
across OECD countries, the employment rate had risen from 65.5%
in 2000 to 68.8% in 2019 — the highest it had been over the last 20
years (see Figure 1).

Low-skilled adults However, there are significant risks
are. on average 40 on the horizon as well. In particular,
’ ’

the OECD Employment Outlook 2019

percentage POintS less highlighted rising inequalities and
likEly than high-skilled labor market disparities as one of

adults to participate

the greatest challenges facing OECD
countries in coming years. The risk

in training." of automation is highest for the low-

skilled workers and so the risk of job

displacement is the highest for these
workers, yet low-skilled adults are, on average, 40 percentage
points less likely than high-skilled adults to participate in training. In
recent years, low-skilled workers have faced increased risks of low-
paid employment and have witnessed a rise in underemployment.
These disparities can manifest themselves in differential access to
work opportunities, but also in differences in the quality of those
jobs. Moreover, regional inequalities are likely to rise further as new
jobs are created in regions other than those where jobs are lost.

While the future of work brings many new opportunities, there

are also signs that some groups are less well equipped to take
advantage of them, while often they are also the same groups most
exposed to the risks. One of these groups are young people and, in
particular low-skilled young people.

The OECD has estimated that, on average, 15% of jobs are at high
risk of automation in OECD countries. For young people, however,
this risk is as high as 23%, as entry-level jobs tend to have a high
share of routine, non-cognitive tasks, which can be more easily
automated.

With the disappearance of some of these entry-level jobs, young
people today are facing a very different labor market from

young people starting work one or two decades ago. The OECD
Employment Outlook 2020 presented evidence that a larger share

6 Capgemini Research Institute  The Future of Work Starts Now
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“With the disappearance of some entry-level jobs, young
people today are facing a very different labor market from
young people starting work one or two decades ago."

of labor market adjustments happened through young people
entering different types of jobs than through older workers being
displaced.

So, it is really important that education systems are responsive

to these shifts in the labor market and ensure that young people
are well-prepared with the skills required by employers. One way

to achieve this is by building more bridges between the world of
education and the world of work, for example through more work-
based learning (such as the apprenticeships system in Germany) and
the involvement of social partners in the design of curricula.

At the same time, there have been concerns around the quality of
some of the new jobs emerging. For example, young people are
more likely to work in the gig economy, where social protection,
pay, and regulations are often lower than in other sectors of the
economy. While the gig economy may still present a relatively small
share of overall employment, it has been growing fast. Other types
of non-standard contracts with lower protection are frequently

The Future of Work Starts Now ~ Capgemini Research Institute
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used to hire young people - for instance, temporary contracts
account for more than half of all contracts for young people in
several OECD countries —and unpaid internships are on the rise.

The 2008 global financial crisis took a large toll on young people. It
took a decade for employment and other labor market outcomes
to return to pre-crisis levels (see Figure 2), leaving important scars
on young people’s careers. Such long-term effects operate through
two channels. For those who are unable to find employment upon
labor-market entry, spells in unemployment and, particularly, in
inactivity can weigh upon their future employment and earnings
prospects. But even those who do find a job can suffer long-
lasting disadvantage if they are forced to accept lower-level
starting positions, if their mobility is compromised by more limited
vacancies, or if they are less able to access training and promotion
opportunities.

Figure 2: Trend in employment rates
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Sadly, the COVID-19 crisis has reversed the decade-long decline in
unemployment rates and compounded existing challenges. Many
young people worked in sectors most affected by lockdowns and
physical distancing measures, notably in hospitality, entertainment,
" and non-food retail. As they tend to have
accrued fewer firm-specific skills and less

YOUth Unemployment experience, young people are, as the last
Surged during the in, often the first out.

pandemic - I'eaChing It is therefore not surprising that youth
1 4% among 1 5_29 unemployment surged during the

pandemic — reaching 14% among 15-29

year 0lds In the year olds in the OECD at the end of 2020
OECD at the end (see Figure 3), compared with 6.9% for

Of 2020 Compared the total working-age population. The
’

impact of the crisis on unemployment

with 6.9% For the was twice as strong for young people as

tOtal working-age for the total population and by the end
l t. " of 2020, 23.4 million young people were
popu ation. unemployed in the OECD. In addition,

hours worked by young people had fallen

by 26% year on year in the second quarter
of 2020 (11 percentage points more than for prime-aged and older
workers), and the return of hours worked to pre-crisis levels has
been much slower among young people. By the end of 2020, the
share of young people who are neither employed, nor in education
or training (NEETSs) stood at 12% among 15-29 year olds in OECD
countries, representing a 2.9 million increase in the number of
young NEETs compared to one year before.

26

Hours worked by young people had Fallen by 26% year on
year in the second quarter of 2020 (11 percentage points
more than for prime-aged and older workers).
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Figure 3: Unemployment rates of young people aged 15-29

Unemployment rate of 15-29 year olds as a percentage of the youth
labor force, 2019-Q4 and 2020-Q4 (or latest quarter available)
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Source: European and national labor force surveys.

Note: Data are not seasonally adjusted. The statistical data for Israel are supplied by and under the responsibility
of the relevant Israeli authorities. The use of such data by the OECD is without prejudice to the status of the
Golan Heights, East Jerusalem and Israeli settlements in the West Bank under the terms of international law.

As we outline in our 2021 update to the OECD Youth Action Plan,

to avoid the same mistakes of the global financial crisis, OECD

countries must develop a corpus of measures to protect these

young careers, by:

« Ensuring that all young people acquire relevant skills

« Supporting young people in their transition into the labor
market

« Combating social exclusion and promoting youth well-being
beyond economic outcomes.
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Most OECD governments have indeed responded with targeted
youth measures since the start of the pandemic, though the
measures vary greatly in scope and form. The OECD has a
forthcoming policy brief on this very topic: What have countries
done to support young people in the COVID-19 crisis? As we discuss
in the brief, job retention schemes and financial incentives to recruit
apprentices and young people into full-time jobs have been the
most frequently deployed measures so far. In contrast, only around
half of OECD countries have introduced emergency income support
for young people and the measures remain limited in scope. Similar
observations can be made for mental health. While almost half of
the OECD countries have put in place initiatives or new funding

to support young people’s mental health, they have often only
represented moderate changes. Given that the COVID-19 crisis
continues to hit young people’s mental health particularly hard
—across OECD countries where data are available, young people
were 30% to 80% more likely to report depression or anxiety than
the general population in March 2021 — greater long-term financial
commitments and integrated policy action are needed now and
beyond the crisis.

Early action is indeed the best way to prevent long-term damage
and the fiscal costs of the required interventions are small in
comparison to the benefits that accumulate over the rest of young
people’s lives. For many young people, the impact of the crisis will
only be temporary, but many others will need extra help.

We need to ensure that the opportunities that the future of

work offers are, to put it in William Gibson'’s terms, more equally
distributed.
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