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It

Unt i | now, high migration and participation
decline of the | abour force potenti al in Ger
devel opment | eads to only one conclusion, ho

consequences of the demographic change will
and must be tackled from different direction

Starting in 2006, Germany has experienced a stro
record | evels in employment year by year. I n 201
which i s aboutl a9b4o upre rfcoernct© wgfo tteheei plast 14 year s,
has increased by a remarkable 9 percentage point

more and more virulent.



https://iab-forum.de/en/glossar/labour-force-potential/

Labour shortage has strongly incr

upswing

Whil eriegitsher data of the FBdedekaBeptoymédr Age

only 0.5 vacancies per ten unemployed in 2005, t
recruitment has become more time-consuming and <c
because of a |l ack of applicants more than doubl e
The tight | abour market incentivises companies t
|l ow or even conduct anticipatory hires. Hence, t
shortage that is already existing and/ or is expe

Fig. 1a: Employment and labour market tightness 1991-2018
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Source: Employment data by Destatis, registered vacancies and unemployment data by the Federal Employment Agency. © I1AB

The steep employment growth attrhaebedr wbhbogbees fr
|l abour demand by the firms could be satisfied as

ensure a sufficient increase in the | abour force
high as in the recent past and there is hardly a
Thus, regardless of cyclical fluctuations, there
l'imit the steep upward trend in German empl oymen



https://iab-forum.de/en/glossar/register-data-of-the-federal-employment-agency/
https://iab-forum.de/en/glossar/labour-force/

Fig. 1b: Recruitment difficulties in Germany 2010-2018
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Source: Recruitment difficulties data from the 1AB German Job Vacancy Survey. © IAB
Future devel opment of the | abour
The total population in Germany amounted to 83.0
popul ation that is relevant to the | abour mar ket
either employed, unehmpddegred aobodwreRi0Odb@ca Dheé hlkeabou
amounted to 47.5 million, about 57 percent of th

aged 15 to 74.

Figure 2 shows scenarios for the future developnm
reveal the impact of the three driving forces: d



https://iab-forum.de/en/glossar/hidden-labour-force/

Fig. 2: Scenarios of future labour force potential 1990 -2035
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—— Scenario 1: net migration 400,000 p.a.,
increasing participation

Scenario 2: net migration 200,000 p.a.,
increasing participation

Scenario 3: no migration,
increasing participation

Scenario 4: no migration,
constant participation

Motes: Labour force potential aged 15-74 years. Scenarios 1and 2 net migration: 2018: 430,000, 2019: 380,000 2020: 210,000,

2021 enwards: migration according to the legend.

Source: & |AB
The ageing population drives the
As regards demography, fertility and mortality r
the next 15 years, they hardly play any role in
Mortality is almost irrelevant for the working-a
change in fertility has significant effects on t
rate of women in Germany increased from 1.33 in
popul ation already born anldonthArojseécei of thiesdgi ¥
future |l eads to the demographic scenario, where
are in effect (the red scenario in Figure 2). I n
| abour force potential would decline by 7.5 mil/l
The main reason is the ageing population. Figure
compared to the situation given in 2017. The shi
trends. I n case of the working-age population, a
indicate strongly decreasing numbers caused by t
Ger many, the baby boomers were born in the | ate
generation was about 55 years old. The projectio
age distribution are going to | eave the | abour n



https://iab-forum.de/en/glossar/cohort/

nowadays the smallest cohorts are in retirement

Fig. 3: Population by age, 2017 and 2035
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Motes: assumed net migration: 2018: 430,000, 2019: 380,000; 2020: 310,000 onwards: 300,000,
Source: Destatis, |AB population forecast. © |1AB

Participation rates of Ger mans <ca

The orange scenario in Figure 2 shows the effect
mor e women enter the | abour market and the | onge
|l abour force potential. However, this number of
million people or 12 percent - because there is
rates.

Whil e participation rates of men are relatively
rates of women have changed over time and may in
Ger man women are quite high anyway. More than 90
participate in the | abour market. This | imits th
on soci al norms as well as institutional setting
- for the elderly - the pension system.

Participation rates of female foreign national s
| ower than those of their German counterparts. C
integrated into society and culture as to adjust
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http://doku.iab.de/kurzber/2017/kb0617.pdf

The demography calls for adjustin
security system
Summari zing the scenarios regarding the evolutio
is clear: As soon as the baby boom generation st
supply. The consequences will be mani fold. The |
| abour shortage. But first and foremost, the soc
situati on.paQb-vaiso-uysoluy-,g oa e ntsh e norseg sitre mGer many wi |
strong pressure in a shrinking economy. Dependin
age dependency ratio wil!/ increase more or | ess
ol der per 100 workers aged 20 to 64. In 2035, ev
el derly people per 100 workers. I n such an envir
intergenerational contract according to which th
compiled by the current one. Moreover, an ol der
insurance system.

which must be tackled from diff
The problem for social security, mainly pension
side: revenues as well as expenditures. Revenues
yields higher income, or by a | ower decline in t
al so with respect to hours worked.
Digitization may help to mitigate the decline in
al so reverse a recent trend of | ow spruad/u dtyi Wirtayn c
Carbonero and hi sdicdoln oeta gfuiensd ianny2 Ohla8r mf ul ef fect
mar kets in developed countri es. I n contrast, aut
where there is no ageing probl em.
Meeting the desired working ti me
As Johann Fuchs and his coll eagues pointed out i
be unrealistically high to compensate for the de
i mprovements can be achieved provided that the d



https://iab-forum.de/en/glossar/pay-as-you-go-pension-system/
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---inst/documents/publication/wcms_648063.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---inst/documents/publication/wcms_648063.pdf

unempl oyed will be rSealiios &d.onAdactea diamogem t 200 1t /h,e t h
involuntary part-timers in total part-time emplo
gives underemployment rates on an hourly basis,
is based on the consideration that unemployed wo
ti me and workers who wish to work more could ext
component of workers who wish to work shorter ho
respective underempl oyment rate for 15- to 19-ye
the total hours worked by this group could be 9
and working time arrangement .

Fig. 4: Underemployment rates of men and women on an hourly basis by age
group, 2014
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Motes: Share of underemployment velume of work in total velume of work.
Source: Wanger/Weber (2016). © 1AB

The figure I mpressively shows that there I s an o
decline in the | abour force by |l onger hours of a
i mprovement by only 6 percent would be possible.
women than with men. Especially after the family
than they currently do.



https://iab-forum.de/en/glossar/socio-economic-panel-soep/

Germany competes for skilled 1 mmi

As Germany competes with many other countries fo

| abour i mmi gration has been | aunched. Most i mpor
wor kers with vocational qualifications and skill/l
the proof of precedence will be | argely abolishe

regarding the recognition of the equivalence of

remain in place. Hence, the main obstacle to the
the options for job search, apprenticeship searc
qgualifications have been extended or newly creat

The pension system is under revie

I'n order to Ilimit the expenditures in the pensio
retirement are frequently wunder discussion. Whil
pension system for an average of about 13 years,

and 21 years (women), respectively. The pensiona
This is why a |Iink of pensions to |ife expectanc
statistical measure and easier to practice than
Hi gher rageiTlheane®@dr man Pension I nsurance reports
2017. However, starting in 2012, the | egal retir
wi || have reached 67 years. The effect of this ¢
potenti al has already been considered in the sce
a further increase of the | egal retirement age u
Naturally, the effect is | arge when the consider
retirement age would be especially effective if
foll owing the political debate in Germany, any f
possible in the distant future only. Il nsofar, by
force potenti al by 1.5 million people would only

FIl exible entry into retiremenkudiBtals e@z eome k haen d AMB
col |l eagues stthaattedarionun2d0 lo’ne t hird of the compani
become entitled to a pension within the |l ast twe



http://doku.iab.de/kurzber/2017/kb1617.pdf
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Wanger, Susanne; EWekebspEnhzroz{(20&6)yvon Arbeitsl os
Stundenvol umen bringt | ZABs Ktuzlzibelra clhrtf, orNmat i8gn .Nur
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