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The Why Labor Mobility?’ series of policy notes explores the bistoric need for labor mobility from the lens of key actors: receiving
countries, sending countries, employers, workers, and ‘mobility industry.” This second note in the series focuses on the perspective of

employing sectors attempting to address growing labor scarcity.

Key Points

o Employing sectors in high-income countries have
been facing unprecedented labor scarcity, weighing
on employers’ productivity and viability, and thus
overall growth, prosperity, and well-being of the
nations.

o While automation may address some of the job
scarcity, it cannot close all of the gaps as many of
the needed  positions are  non-substitutable.
Additionally, represents  an
economically inefficient solution that disadvantages

antomation

certain native-born workers.

o Labor mobility offers the most feasible solution,
allowing employing sectors as well as employers in
high-income countries to at least partially close
their labor gaps, while spurring innovation and
bringing workers with varions backgrounds fo
their workplace.

Introduction

High-income countries’ employing sectorst face
unprecedented scarcity of native-born workers,
especially with low and medium skills. As the
nations’ populations get older as a consequence of
declining fertility rates, their overall workforce
shrinks, preventing employers across industries to
find enough workers to fill the gaps. Although
many call this trend “labor shortage,” this note
refers to it as “labor scarcity” since the employing
sectors in high-income countries are unable to
address the issue simply by increasing wages as
discussed below. While the COVID-19 pandemic
has caused some temporary swings with closures of
businesses and thousands of furloughed workers
worldwide, this underlining long-term trend is
unlikely to change. Without sufficient number of
mobile workers with necessary skills, employing
sectors will continue to struggle to produce and
deliver often vital goods and services, or even stay
open for business. This labor scarcity has been
negatively affecting communities and weigh on the
high-income countries” economies. Labor mobility

1 For the purpose of this note, “employing sectors” have been defined as employer associations and other organizations as well as
employers themselves representing a variety of industries
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can serve as an effective policy tool to help
employing sectors in those countries to at least
partially close their deepening labor gaps.2

In order to growth their economies and provide for
prosperous societies, high-income countries need
strong and booming employers. However, many
employers in those countries have been
experiencing ongoing hiring issues due to
deepening gaps between their labor needs and
available workforce. While this phenomenon,
which occurs when the demand for workers for a
particular occupation exceeds the supply of
qualified and available individuals who are willing
to take the position, is commonly-known as a ‘labor
shortage’i, we believe “labor scarcity” is a much
more accurate term. Typically, economists define
“shortage” as “a lack at a given price.” Therefore,
common-sense solution to "shortages" is to allow
prices to rise to match the supply and demand.
However, in case of labor, this approach allows just
for reallocation of workers from one employer to
another, but not for ¢reation of additional workers.
Therefore, we chose to use term “labor scarcity.”

In recent years, job scarcity has weighed on
productivity and viability of employers in high-
income countries. The U.S. had nearly 7 million
unfilled jobs - a record-high levelii - eatlier in 2019,
and the European Union has seen significant labor
scarcity across all member countries as well.
Germany, for example, reported about 1.6 million
unfilled jobs in 2018y and France saw some
200,000-330,000 job offers to go unfilled in 2017+
(Table 1).

Table 1. Recent Total Job Scarcity Selected
High-Income Countries

Country Total Job Scarcity | Year Reported
United States 7 million 2019
Germany 1.6 million 2018
France 200,000-330,0000 2017

Sourcess: Various, See footnote 3.

This trend is unlikely to stop anytime soon. Italy is
expected to lack on average at least 100,000
workers across a variety of sectors per year,vi while
in Poland, the scarcity is predicted to average
250,000 workers annually.vi Switzerland projects to
have a scarcity of 500,000 workers by 2030, or
approximately 50,000 each year from 2020 to then,
which in total accounts for about 10 percent of the
country’s total workforce.vii Additionally, Canada’s
labor scarcity had been predicted to get close to an
average of 120,000 per yeat.ix Similarly, Japan is
projected to face a scarcity of approximately
535,000 workers on average each yearx (Table 2). In
general, companies are finding it particularly
difficult to fill positions requiring lower and
medium level skills.xi

2 Developed countties with key labor scarcity are referred to as high-income countries.
3 Glassman, Jim. “Help Wanted: Why the US Has

Millions of Unfilled ]obs.” JP  Morgan, January 29, 2020.

“Frar{ce’s New Labour Problem-Skills

Shortages.” The

Economist, March 8, 2018.
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Table 2. Projected Total Job Scarcity in Selected High-Income Countries

Country Total Projected Job Scarcity Time Range Annual growth of Job Scarcity
Japan 6.44 million 2018 — 2030 535,000
Canada 2 million 2014 — 2031 120,000
Poland 1.5 million 2019 — 2025 250,000
Switzerland 500,000 2020-2030 50,0000
Ttaly 300,000 2019 — 2021 100,000

Sourcess: Various, See footnote 4.

The lack of workers has been caused by previous,
ongoing, and expected to continued demographic
shifts in high-income counties. Specifically, aging
population due to declining fertility rates has been
the main cause of the deepening labor gaps. Based
on the United Nations' zero migration scenatio, the
working-age populations of countries in the
Organisation for Economic Co-operation and
Development (OECD)swill decline by more than
92 million by 2050, while their elderly populations
(over 65 years old) are predicted to grow by more
than 100 million people at the same time (Figure
1) i

4 “Worker Shortage in Japan to Hit 6.4m bV 2030 Surve} Finds.”

Moreover, nations such as Germany, Japan, Italy
and Spain have been experiencing continuous
drops in numbers of newborn children since atleast
the 1970s, with fertility rates falling (in some cases
deep) below the 2.1-level necessary for a
population to replace itself.xii Inevitably, the
ongoing changes in demographic of the high-
income countries will adversely affect the size of
their workforce, which will continue to shrink in
the upcoming years.

Nikkei Aslan Revlew October 25, 2018.
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5 Data used for this note considered the following OECD countties: Australia, Austtia, Belgium, Canada, Denmark, Finland, France,
Germany, Greece, Iceland, Ireland, Italy, Japan, Luxembourg, Netherlands, New Zealand, Norway, Portugal, South Korea, Spain,

Sweden, Switzetland, the United States, and the United Kingdom.
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Figure 1. While the working-age population in most OECD countries declines, these countries are

gaining elderly citizens.

A shrinking youth population and growing elderly population (in thousands)

Japan 22,143 ee—
Germany 15,805 o—
United States 10,725  ee—
South Korea 1E5 —
Spain ),700  ——
Canada 1422 —
United Kingdom 3,217 -
France 63 .
Greece (87 -
Ttaly (57 -
Portugal 069 -
The Netherlands 1,695 m
Austria W61 -
Switzerland 1,236 o
Belgmum 1,025 o3
Australic 759
Finland V80
Sweden P34
Denmark W63
Norway 257
Ireland 112
Luxembourg 71
New Zealand 20
leeland

30,000 -20,000 10,000 0

5,505

7,156

5,157

6,617

6,131
1,009

6041
1,077
1,745

5,647

35,958

11,053

Change in population

65 and older

® Change in working-age

poepulation (20-64)

20,000 30,000 10,000

Source: Smith, Rebekah, and Farah Hani. “Labor Mobility Partnerslnps Expanding Opportumtv with a Globally Mobﬂe Workforce

Center For Global Development, June 26, 2020.

Opverall, the analysis of the ongoing demographic
changes showed there will be a great need for more
working-age individuals across sectors in virtually
all the high-income countries. While the ongoing
pandemic of COVID-19 has undoubtably shaken
dynamics at the high-income countries’ labor
markets, with many employers being forced to
close their doors and furlough their staff. However,
while unemployment rate and job openings are
likely to stumble in the upcoming months, the long-
term trend has remained unchanged. The high-
income countries are simply unable to produce
enough workers to be able to sustain their
economies and structures of social protection.

Labor scarcity impacts each employer differently.

As some of them try to address the issue by rising
wages, this approach just workers
rather than
addressing the overall labor scarcity caused by
demographic changes. While the labor gaps have
been affecting employing sectors in virtually all of

the high-income countries’

“reallocates”
creating shortages within sectors,

economies, many
industries have been particularly hit. Among others,
employers experience mismatch between the
number of needed and available qualified workers
in sectors such as care work, tourism, construction,
manufacturing and agriculture. Although each of
the high-income countries may struggle with job
shortages in different sectors, virtually all of them

have experienced labor scarcity in recent years.
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Care Work

High-income countries have been facing deepening
scarcity of care workers. Australia expects 250,300
job openings in this sector by 2023 and the U.S.
even 7.8 million by 2026. The gaps in healthcare
industry have been especially critical, since the
increased number of elderly persons, resulting from
the ongoing demographic shifts, will need adequate
care. As people get older, they require more labor-
intensive support — not only health care but also
personal care and household help. Without
sufficient number of workers in those sectors, the
high-income countries will be unable to take
appropriate care of the increasing numbers of
elderly persons.xiv

Tourism

Tourism in some high-income countries has been
also hampered by labor scarcity. In Germany,
where tourism represents one of the key sectors,
more than two-thirds of surveyed hoteliers and

restaurateurs reported lack of workers as their top
issue.xv These labor scarcities will result in shifting
of work from workers to the travelers, who will
either be asked to do the work themselves or it will
not be done at all..xvi

Construction

However, other sectors face deepening workforce
gaps as well. For instance, the construction sector
in many rich nations has been lacking workers. The
U.S. reported 434,000 vacant construction jobs in
2019,xvii while Germany saw approximately 225,000
unfilled position in this sector in 2018.xvii Similarly,
U.S. construction companies are expected to be
short of 747,000 workers by 2026,xx and the UK is
predicted to need 200,000 construction workers
already by the end of 2020.xx The situation has
forced some construction firms to start asking
more skilled workers to step in, increase prices or
reject new projects as they struggle to meet
deadlines.xxi

Figure 2. Changes in the number of jobs in the UK between December 2017 and December 2018,
seasonally adjusted
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Agriculture

Further, the agriculture sector has been facing
deepening job scatcity as well, which weighs on the
companies’ ability to produce food and could
eventually result in broader food scarcity in the
impacted high-income countries. In 2017, the
Canadian agriculture reported a farmworker deficit
of 16,500 — a number that is expected to double by
2029.xii  Australianswii  and  U.S.wiv  agriculture
sectors have been stressing the need for more
workers as well.

In effort to stay in business, employers have just a
few available strategies to offset the existing
scarcity of workers. As mentioned above, rising
wages, which is typically the common-sense
solution, just “reallocates” workers from one
employer to another rather than fixing the overall
labor scarcity. In other words, the industry overall
cannot use this strategy as a solution to its lack of
workers. No matter how much employers rise the
wages, it simply doesn’t solve the problem. In
Australia, nearly 75 percent of surveyed farmers
offer above-average wages, and yet two thirds of
them ranked labor concerns among the top three
challenges they predict to face in the future.xw
Historical evidence also reveals this tendency. In
the U.S. in 1960s, after termination of the Bracero
Programs, the U.S. growers were unable to recruit
native-born agricultural workers, who would take
the jobs formerly performed by the foreign
workers, despite the many years of state and federal
hiring efforts before and after closure of the
program.xvi

Additionally, some employers try to bridge their
labor gaps by using other tools aimed at
mobilization of their native-born workforce. In
Slovakia, certain employers pledge to hire
employees’ spouses. A Polish company has been
reportedly using prisoners to boost its

workforcexwi, as well as many companies in the U.S
where they are paid very close to nothing or even
work without any pay at all.xwii Others provide
incentives such as cash rewards for employees who
help find new workers,xix in addition to longer
holidays, shorter hours and flexible shifts.xxx
However, this approach again doesn’t address the
labor scarcity caused by demographic changes in
high-income countries.

Therefore, many employers decided to invest
money into automation and digitalization to deal
with the growing job scarcity. A recent report
showed German employers have about 338 robots
per 10,000 workers, and Central Furopean
countries such as Czech Republic, Hungary or
Poland have been increasing their robot-to-workers
ratios as well.xx In 2017, estimated 9,900 robots
were installed in Central and Eastern Europe alone,
which was 28 percent more than in the preceding
year. However, not all employers facing job scarcity
can rely on automation, since the process requires
highly = skilled workers experienced  with
programming, maintenance and servicing of the
new machines, who are hard to find. Additionally,
many, especially small, employers simply cannot
afford to automate. xxxi

And last but surely not least, certain sectors cannot
rely on automation because of the nature of the
jobs they need. For instance, while U.S.
construction companies have been exploring the
potential of robotics, many jobs in this sector
cannot be automated due to their overall
complexity.xxii  Similarly, professions such as
nurses, care workers, janitors simply cannot be
substituted by machines. In the U.S., for example,
the economy was predicted to need 1.7 million
high- and 2.8 million low-skill jobs that cannot be
outsourced or mechanized by 2028 (Figure 3).
Moreover, a recent study focusing on U.S. dairy
industry showed that in the short run, technological
gains were insufficient to entirely offset negative
shock to production resulting from a shift in labor

Supply XXXiV

6 The Bracero Program was set of three bilateral agreements between the United States and Mexico to regulate the flows of temporary
low-skill labor between the two countries, spanning almost the entire period from 1942 through 1964.



Figure 3. Substitutable7 and Non-
Substitutable Jobs in the U.S. (2018 vs 2028)
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Overall, rather than addressing a true “scarcity”,
automation attempts to solve “policy-induced”
scarcity, and thus is economically inefficient. In the
long run, it fails to benefit native-born workers with
low skills, as it destroys jobs that, when paired with
other labor, could have survived. There is no
reason to choose machines over people, since there
are many available workers around the globe.
However, the goal of gathering capital makes many
unwilling to unchain their imagination about how
to address the social and political challenges
preventing labor mobility. And yet, from labor
scarcity perspective, labor mobility dominates
among all the possible solutions addressing labor
shortages in employing sectors.

It is clear that while the options above may work
for some, they are certainly not suitable for all
employers in high-income countries. Therefore,
many of them consider labor mobility to be one of

i 1 milllion existing jobs, 2018

the most effective tools to overcome the deepening
labor  scarcity.xxxv  Overall, the International
Organisation of Employers (IOE) found that
“employers regard regular migration as a necessary
and positive phenomenon."sx«vi In Poland, many
manufacturers have been hiring large numbers of
employees from abroad to fill their job openings as
they cannot afford to invest into automation. xxxvi

Besides filling vacancies and increased productivity,
foreign workers bring also other advantages to their
employers. For instance, hiring foreign workers
increases employers’ access to international
knowledge, which also supports upskilling of their
native workers; strengthens the employers’
contacts in international markets as well as local
networks through improved language skills and
higher cultural awareness; and creates more diverse
work environment with a variety of experiences
and ways of working.xxwii Also, employers
appreciate dependability and reliability of foreign
workers. Due to high turnover of native workers,
to many foreign workers represent more stable
workforce. A study of Pacific migrants in New
Zealand found that employers appreciate
dependability and enthusiasm of the foreign
workers, and that the effects of having reliable
workforce were “reduced recruitment and training
costs, increased confidence to expand and invest,
and reduced stress.”swxix Moreover, another recent
study showed that hiring high-skilled foreign
workers brings more innovation than spending
money on research and development.x

However, inefficient legal pathways and labor
mobility programs for foreign workers often
prevent employing sectors from filling their labor
gaps. This inefficiency has been reflected in a
variety of ways. First, political maneuvering leads to
lack of transparency and predictability, which
makes it more difficult for employers to make
effective workforce decisions. For example, the
Trump administration has made nearly 50 changes
into the U.S. migration system just since the
beginning of the COVID-19 pandemic.xi Such
abrupt and constantly changing environment has

7 Substitutable jobs are jobs which can be automated or out-sourced. Non-substitutable jobs are jobs which must be performed in a

given location and must be performed by a worker.



been negatively affecting every-day work and
spurring  uncertainty among the country’s
employers as well as foreign workers.xti

Second, the cost of compliance is simply too high
for many especially small employers. Poorly
designed labor mobility systems create burdensome
regulatory requirements for employers, in some
cases making it all but impossible for them to hire
foreign workers. The Federation of Egyptian
Industries reported that out of the 60,000 mostly
small- and mid-size businesses, more than 95%
have insufficient human resources structures to
hire experts that would assist them with
explanations of rules and policies related to hiring
foreign workers — an issue that would be at least
somewhat avoided with more transparency and
clarity of the regulations mentioned above. i

Third, the negative perceptions and narratives
around labor mobility create political and
reputational risks which constrain policy makers
and employing sectors from working together to
build needed labor pathways. Currently, foreign
workers are perceived by many in high-income
countries in a negative wayxiv despite the positive
contributions they make to their social security
systems.xv  Additionally, due to the negative
migration narratives, employing sectors often face
a backlash for hiring foreign workers, impacting
their reputation and preventing them from more
actively pushing for labor pathways.

Four, inadequate systems of skills and certification
transfers also prevent many employers from hiring
foreign workers, many of whom may have the
needed qualifications but are unable to use them in
the destination country.xii

Concerned that labor mobility policies are more
often used to gain political points than fulfilling
economic need of the involved employers, workers,
and countries overall,xvi employing sectors in a
number of high-income countries have pressed
their governments to design mobility systems
which are responsive to labor market needs. For
example, during the past decade, U.S.

manufacturerssvii  and  representatives of  the
agriculture sectorsix have been advocating for
changes in the country’s immigration system. Their
concerns go beyond levels of foreign workers, to
the need for well-regulated movement of the
individuals through rules mitigating risks that come
with such mobility.

It is in the governments’ interest to listen to these
calls as the countries’ economies rely on viability of
their employers. In the recent years, inability to hire
sufficient number of qualified workers has been
weighing on employers’ productivity, and in many
cases represents an existential threat to the
impacted entities.l Subsequently, this reality has
inevitably a broader adverse effect on economies of
the high-income countries. For example, some
experts worry that Germany could see an economic
slowdown in the upcoming years. A recent survey
showed that one out of every two German
companies surveyed is unable to find qualified
candidates to fill its openings over a long period of
time, and six out of ten managers consider the
situation to be threatening to their business.i
Similarly, analysts expect slowdowns in economic
growth rates among Eastern European countries in
the upcoming two or three years, naming severe
labor scarcity as one of the main factors
contributing to this trend.i Japan’s economic
growth rate had been expected to fall to about 0.1
percent during 2026 and 2030, unless the country
addresses the ongoing labor scarcityii and the
forecast for the U.S. economy seems to be sluggish
as well.liv

Additionally, a recent report found that by 2030, as
many as 40 percent of Europeans may live in
regions with shrinking labor markets, heightening
the importance of labor mobility even more.
According to the estimates, existing residents in
many large cities will be able to fill less than 60
percent of the projected job growth. Besides
remote work, commuting and physical moves, the
employers will have to hire foreign workers to fill
the remaining openings.iv



Figure 4. By 2030, As Many As 40 Percent of Europeans May Live in Regions With Shrinking Labor
Marketss
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Recognizing the need for labor mobility, some of
the high-income countries’ governments have
started to implement policies to support employing
sectors’ efforts to hire foreign workers. Germany
has prepared a plan in 2019 to speed up the visa
process and make it easier for employers to
recognize foreign qualifications and credentials. i
Croatia’s strategy is to allow more foreign workers
from outside of the European Union into the
country, raising its quota by about 35,000 in 2020.1i
Even Japan, the most homogenous among OECD
countries, had announced launch of a pilot
program in 2018 to bring in more than 300,000
workers over the following five years to fight labor
scarcity. In Australia, migration has played a major
role in the last almost three decades of country’s
economic expansion. Over the last couple of years,
Australian real economic growth hovered around
solid 2 to 2.5 percent, out of which nearly one
percent was a result of migration.wii At the end of
2019, the country’s government even forecast a

budget surplus for fiscal year 2020, attributable to
an assumption of high net migration.ix

It is clear that labor mobility programs allowing for
flexible movement of a sufficient number of
foreign workers represent the most feasible option
for many employing sectors in the high-income
countries. Labor mobility allows employers within
these employing sectors to not only at least partially
fill their labor scarcity, but also take advantage of
many other benefits stemming from hiring of
foreign workers. Overall, although labor mobility
may force governments to respond to some
political, economic and social concetns, evidence
shows that in the long run, it fuels economic
growth, and makes positive net contributions to the
economies and societies in which the foreign
wotkers live and work.Is

8 The analysis focused on EU-27 countries plus United Kingdom and Switzerland; analysis of long-term labor market trends and

impact of automation was conducted before COVID-19 pandemic.
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Employing sectors across virtually all high-income
countries have been facing unprecedented labor
scarcity, which have been reflected in their
productivity and viability. Since many employing
sectors have been facing these gaps for years, it is
unlikely that the COVID-19 crisis will eliminate
this trend. Despite the likely short-term rise of
unemployment rates due to the pandemic,
employers will still need what they have always
needed: a mobile labor force that is well regulated
to reduce risks that come with movement of
people. Labor mobility offers the most feasible
solution, allowing employing sectors to at least
partially close their labor force gaps, while spurring
innovation and bring workers with various
background to their workplace.

Overall, employers consider well-managed labor
mobility “a vehicle for fulfilling personal
aspirations, for balancing labour supply and
demand, for sparking innovation, and for
transferring and  spreading  skills.”’i  Since
economies of high-income countries depend
heavily on performance of their employers, it is in
the governments’ interest to act. The issue is
already pressing and will become even more so
over time. It is time for employing sectors,
government, and mobility industry in high-income
countries to connect, and together develop labor
mobility systems, enabling foreign workers to
enhance productivity, and overall prosperity of the
affected nations.

Labor Mobility Partnerships (LaMP) aims to increase
rights-respecting labor mobility, ensuring workers can access
employment opportunities abroad. Its overarching goal is to

make it easier for its partners to build labor mobility systems
at the needed scale, thus unlocking billions in income gains
to people filling the needed jobs. 1t focuses on connecting
governments, employers and sectors, the mobility industry,

and researchers and adpocates to bridge gaps in international
labor markets, and creating and curating a repository of
knowledge and resources to design and implement mobility
partnerships which benefit all involved. LaMP’s functions
include brokering relationships between potential partners,

providing technical support from design to implementation of
partnerships, and research and adyocacy aronnd the impacts
of successful partnerships.
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