0 Eesti Tootukassa

LABOUR MARKET DEVELOPMENTS IN ESTONIA

overview by Estonian Unemployment Insurance Fund

Thematic seminar of the Central Baltic Programme 2021 — 202@%9 (&) @ O © Qe
3. September 2020, Tallinn

<
(<) )
Q O .
o (%)
S
o & (&
“ o

Facilitators o Q
Gerli Aas, Strategy Manager and Head of Development Department o
Kerstin Holland, Head of International Relations (&) o

Labour Market overview is prepared with
Margit Paulus, Head of Analysis Department
Tuule Tamme, Senior Analyst



0 Eesti TOOtukassa

In 2019, GDP slightly decreased, due to crisis GDP is predicted to decrease rapidly in 2020

GDP real growth with projections for future
8,00%
£,00%
4,00%
<
2,00% ‘ i
0,00%
-2,00%
-4,00%
-6,00%
-3,00%
-10,00%
-12,00%

-14,00%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

M Estonia W Euz7 Finland M Latvia Sweden

Source: Eurostat, IMF (2020, April)

8,25%
7.87%

517%

3,10%

2021

Predictions are based on IMF
prognosis published in April, 2020



Eesti TOOtukassa
Estonian labour market situation is better than in most other EU countries 0 Y
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Expenditure on labour market policy

Labour market measures % of GDP
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Rate of job vacancies in Estonia has hit plateau

Rate of job vacancies
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The rate of job vacancies remained high

Ratio of employed persons in 2019 by economic activity, %

Public administration and .. || N NNNENG-N
Financial and insurance ac.. ||| N R I
Human health and social .. [ N BRI
Arts, entertainment and r... || N N D
Information and communi_. [ N N NN
education [
Administrative and suppo.. || NN
Professional, scientific an... || N HE NN
Wholesale and retail trad .. [
Real estate activities ||| NN

Manufacturing |

Electricity, gas, steam an... || N NN
Transportation and stora... || NREHEEEEEEEEEE
Other activities || N NN
Water supply; sewerage, .. _
Agriculture, forestry and 7. || N NG
Accommodation and feod - [ N1
Construction |
Mining and quarrying [ N N NN

0% 2% 4% 6% 8% 10% 12%

Source: Statistics Estonia, Eurostat

14%

16%

Rate of job vacancies by economic activity in 2020 1st quarter, %

Public administration and ... |
Financial and insurance ac.. [
Human health and social ... |
Arts, entertainment and r... [
Information and communi... |
education [
tdministrative and suppo.. || NN
professional, scientific an.. ||| NN
Wholesale and retail trad... || NGEGN—
Real estate activities || NN
Manufacturing [
Electricity, gas, steam an... [ N NRREEEEEEEEEE
Transportation and stora.. || NEGN1EEGEGEGE
Other activities ||| N
Water supply; sewerage, .. _
Agriculture, forestry and 7. ||| NN
Accommodation and food .. [ NN NN
Construction _
Mining and quarrying -

Total-all activities |

0,0% 0,5% 1,0% 1,5% 2,0% 2,5% 3,0%

Eesti TOOtukassa



0 Eesti TOOtukassa

Estonia and Latvia have lower average wages, but wage growth is faster

Average monthly gross wages and wage growth
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Gender pay gap in Estonia is the highest in EU Gender pay gap: (a

Gender pay gap | 2012 - 2019 ‘
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Employment in Estonia is higher than EU average in all groups

Employment rate by sex (15-74), 2019
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In Estonia, each year:

- 25000 women cite
having and raising
children as the
reason for their
inactivity

- 51 000-55 000
women and 33 000-
39 000 men retire

- ~12 000 women and
~3000 men are
inactive due to the
caring
responsibilities of
family members
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Employment of older age-groups in Estonia is higher than average 0

Employment rate by age groups, 2019
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Part-time working differs significantly

Share of part-time employees (15-74), 2019
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Some explanations and
reasons why part-time
work is not common in
Estonia:

- flexible forms of
work are not yet
widespread

- the generally low
level of wages does
not favor part-time
work

- employers are not
motivated to hire
part-time workers
(minimum social tax
obligation)
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Unemployment in Estonia is lower than EU average G et Tostulass:

Unemployment rate by sex (15-74), 2019 Unemployment rate by age groups, 2019
Estonia EU 27 Finland Latvia Sweden Estonia EU 27 Finland Latvia Sweden
22% 22%
20,1%
20% 20%
18% 18%
17,2%
16% 16%
151%

14% 14%
& # 12,4%
2 &
® 12% § 12%
£ £ 11,1%
£ £
3 2
g 10% g 10%
2 £
= =

8% 8%

7.1% 7.2% 7.2% 7.0%
6,7%
6,4% 6,5%
- £,2% 6,0%
o 5,4% 6% . 5.6% 57% 5.6%
4.8% 4,9% .
4,1% 4 0% 4.2%

4% 4% 3.8% o

2% 2%

0% 0%

M Females M males W 15-24 M 25-49 M 5074

Source: Eurostat

12



Number of long-term unemployed decreased, foreigners facing higher unemployment

than national citizens
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Unemployment rate by nationality, 2019
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More people with reduced work ability can be integrated into the labour markee
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Changes in employment by industry, 2019/2020

Toosuhete arvu muutus tegevusala jargi 2020

Suhteline muutus vorreldes 05.01.2020 tédsuhete arvuga (%)

Otsi tegevusala jargi
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The number of registered unemployed increased rapidly

Source: EUIF, 2.09.2020
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Vabade tookohtade arv todandja tegevusala jargi
0 Eesti ToOtukassa

Tegevusala . Kuupaev
Pallumajandus, metsamajandus ja kalapudik 1111 (2,5%) [ juuni 2019
o2 (17,9%) [ juuni 2020
Maetoddstus | 6(0,1%) o o
|0(00% Changes in employment by occupation of the unemployed
Tootlev todstus Eg3 (22,7%)

B 53 12.0%) and vacancies mediated by the Estonian Unemployment
Elektrienergia, gaasi, auru ja konditsioneeritud dhuga varustamine I;ggg::i Insurance Fund in 2019/2020

Veevarustus; kanalisatsioon; jagtme- ja saastekaitlus | 12(0,3%)
| 36 (0,8%)
Ehitus 1 455(10,4%)
I 275 (8,5%)
Hulgi- ja jaekaubandus; mootorsdidukite ja mootorrataste remont | 11704 (16,1%)
: B 75 (108%) Occupations of uneployed persons s 13.03.2019-28.08.2019
Veondus ja laondus C1353(8,1%) —
115 (2% Armed Forces Occupations 2015 | 13.03.2020-28.08.2020
Majutus ja toitlustus C1335(7,7%) Clerical Support Workers gg%g I
B 284 (6,4%) Craft and Related Trades Workers 2019 |
| 13(0,3%) 2020 |
Finants- ja kindlustustegevus | 5(0,1%) Managers gg%g __
| 6(0,1%) Occupation is missing 2019
Kinnisvaraalane tegevus 136(0,8%) Plant and Machine Operators, and Assemblers ggleg I
176 (1.7%) 2020
Kutse-, teadus- ja tehnikaalane tegevus | 46 (1,1%) Professionals 58%3 __
| 93(2,1%) Services and Sales Workers gg%g e ————————————
Haldus- ja abitegevused 100 580 (13,3%) Skilled Agricultural, Forestry and Fishery Workers 2019 1l
-2 (22,1%) : 2020 |
Technicians and Associate Professionals 2015
Avalik haldus ja riigikaitse; kohustuslik sotsiaalkindlustus U177 (4,1%) 2020  |———
I 136 (3,1%) oK 1K 2K 3K 4K 5K 68K 7K 8K 9K 10K
Haridus ©170(3,9%) Unemployed persons
B 163(3,7%)
Tervishoid ja sotsiaalhoolekanne T 172(3,9%)
B 163(3.7%)
Kunst, meelelahutus ja vaba aeg | 28(0,6%)
| 21 (0,5%)
Muud teenindavad tegevused 1122 (2,8%) Source: EUIF
123 (2,8%)
Tegevusala teadmata | 11(0,3%) 17

| 8(0,2%)
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Skills mismatch

Most problematic factors for doing business Majur obstacles to investment
% of all firms citing a major obstacle, 2015
Tax rates 181 &0 i)
Inadequately educated workforce 179 M Ectonia = Eyrgpean Union
Government instability/coups 94
Inefficient govemment bureaucracy 8.5

Insufficient capacity to innovate 79
Poor work ethic in national labor force 75
Inadequate supply of infrastructure 51

Restrictive [abor regulations 56
Access to financing 94
Policy instability 43
Tax regulations 36
Corruption 22
Inflation 19
Poor public health 15
E;g;;";imy — gg Availabity o saff with e Demand forproductor ~ Uncerainty aboutthe fure  Availabityof inance
ﬁ ) r r ! 5o right skills sanice

. . o ) ) o Source: European Investment Bank - EIBIS, EIB Investment Survey.
Mote: From the fist of factors, respondents to the World Economic Forum's Executive Opinion Survey were ssked to select the five most problematic factors for doing business in their country and to rank them between 1

(most problematic) and 5. The score comespands to the responses weighted according to their rankings.

Source: World Economic Forum, The Global Competitiveness Report 2017-2018
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“

GDP growth decreases significally, unemployment increases heavily
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GDP growth, %
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Summary

In 2019 and at the beginning of 2020, the Estonian economy was cooling, but the situation was

still very good:
* The employment rate was high
* The unemployment rate was low
 The wage growth was fast

Due to the spread of Covid-19, the situation in the labour market has deteriorated and the

future outlook is currently uncertain:
* The tourism-related service sector was most hardly hit

The size of the labour force was affected
* Closure of borders (decrease in the number of short-term employees in Estonia)
* People in greater risk of the virus will leave the labour market

For companies less affected by the crisis, the amount of free labour increases
* Mismatch in the profile (jobseekers versus vacancies)

Apart from previous crisis, the corona-crisis is likely to have an impact on female unemployment
The crisis situation is leading to a slowdown in wage growth

Source: Estonian Bank, EUIF



What are the main challenges?

Demographic changes:

* Aging population Analyzes of McKinsey think
tank: The greatest growth lies in
technology-related skills + basic
and advanced ICT skills. At the
same time, social and
managerial Skills, creativity,
critical thinking, information
processing Skills and
entrepreneurship are becoming
increasingly important in future
work.

* Population decline

Significant differences in labour market indicators:
* Uneven employment rates: higher in areas of better job opportunities (Tallinn, Harjumaa), lower in areas with
fewer job opportunities (South-East Estonia, Ida-Virumaa)

* The employment rate of non-Estonians is lower (unemployment rate is higher)

* Fore years male unemployment rate has been higher, but it changed in 2019 and this might even deepen

Skills mismatch:

* Employers cannot find suitable labour (with the right skills)

* More than half of unemployed people have insufficient skills
* Need for labour will increase in the fields of ICT, timber and social and health care

* Number of jobs for specialists with higher education will increase and the number of occupations requiring more routine work will
decrease

Greater inclusion of people with reduced work ability into the labour market

Supporting young people in their transition to employment

Supporting older unemployed people in their transition to employment (supporting long-term employment)

Care responsibilities hinder access to the labour market

Flexible forms of work are not widely used in Estonia

Technological development and automatiosation - continuous lifelong learning
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