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1 Stay not leave: Retaining talent at all

ages

Retaining talent of all ages is one of the most important challenges
employers face in managing their workforce. This chapter provides an
overview on why employee retention matters, and international
comparisons of trends in job tenure and employee turnover in recent years
and reasons for why workers quit jobs.
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Key messages

Retaining multigenerational talent is crucial for firms and people to prosper amid rapid population ageing
and unprecedented labour and skills shortages

The share of 20-64 year-olds in the population is projected to fall from an average of 58% across
OECD countries in 2021 to 53% in 2060, limiting the inflow of new talent into the labour market.
Moreover, globalisation and technological change are resulting in leaks from the talent pipeline
because of skill gaps and obsolescence.

The COVID-19 crisis laid bare pre-existing skill shortages and during the recovery
unprecedented labour shortages were recorded in many countries. In 2019, prior to the
pandemic, about 55% of employers in a survey of more than 40 000 employers across all
industry sectors in 40 countries were reporting talent shortages, by 2022 this had risen to 75%.

Employee turnover is a vital ingredient of a dynamic labour market but excessive turnover is costly for
individuals, firms and society

Job tenure is declining across the OECD. The average length of a job held by the same worker
declined by around 8% (nine months) between 2012 and 2019, and the decline has been felt
across all age groups.

On average across the OECD, just over half of working 55-59 year-olds leave their employer by
the time they are 60-64, compared to only about 30% of 40-44 year-olds who leave by the time
they are 45-49.

Falling job tenure coincides with people changing jobs more than ever before — one in five
workers experience a change in their employment situation every year — and the rate of job
change has increased in 24 out of 27 OECD countries for which data are available over time.

For employers, excessive job turnover raises recruitment costs and hampers expansion and
productivity gains in the face of labour shortages.

For workers, job mobility can be important for career progression but when involuntary can result
in a loss of firm-specific skills and difficulties in finding a new job, especially for older workers.
Since 2013, mature workers (aged 55-64) have been more likely to leave a job and become
unemployed or inactive (not searching for a job) compared with younger workers.

Once unemployed, older people are more likely to stay out of work and for longer than their
younger counterparts and leave the labour market prematurely. This has adverse implications
for government revenues and expenditure.

Low wages, poor quality jobs and ill-health limit retention among workers of all ages

The 2022 Global Employee Survey conducted by AARP in 12 countries shows that low pay
(29%), feeling undervalued (27%), and a lack of advancement in their job (23%) were the top
three reasons why people have started a new job in the last five years.

Among those below the age of 65 who retired, 25% said it was because they were experiencing
health problems.
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1.1. Retaining talent

1.1.1. Population ageing is limiting the talent pipeline

Growth in the labour force is now declining in many countries as lower fertility reduces inflows of young
people into the labour force while outflows have increased because of the baby-boom generation reaching
retirement (Bloom, Canning and Fink, 20101). The population aged 20-64 — the prime working age
population — as a share of the total population has been trending down on average across OECD countries
since 2010. It has declined from an average of 60% in OECD countries in 2010 to 58% in 2021 and is
projected to fall to 53% by 2060 (Figure 1.1).

Figure 1.1. Share of people at traditional working ages is declining for the first time in decades

Share of people aged 20-64 in the total population, average, maximum and minimum among OECD countries, 1950-2060
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Note: The shaded area indicates the range between the country with the lowest and the country with the highest value. OECD is a weighted
average.
Source: OECD Population Projections Database, http:/stats.oecd.org//Index.aspx?Queryld=88954.

StatLink Sa=m https://stat.link/jrisgy

1.1.2. Employers are facing unprecedented labour shortages in most countries and most
sectors

The COVID-19 pandemic led to an unprecedented rise in labour shortages in many countries and
companies, but shortages pre-date the pandemic. Labour shortages have been rising steadily since the
Global Financial Crisis (Figure 1.2, Panel A). In 2019, prior to the pandemic, about 55% of employers in a
survey of more than 40 000 employers across all industry sectors in 40 countries were reporting talent
shortages, compared with 35% in 2013. Employers in Finland, Hungary, Slovenia, Sweden and the
United States reported the largest increase in labour shortages in 2019 (Manpower Group, 2020;2). Skilled
trades, for example electricians and mechanics, sales and marketing, and technicians were at the top of
the list of occupation groups that were scarce (Manpower Group, 2020(2)). Following the COVID-19 crisis,
the share of employers reporting shortages rose to 69% in 2021, and as countries start to recover remains
high at 75% in 2022. Health care professionals also entered the top ten most in-demand roles reflecting
ageing populations and the growing need for health care. Unfilled vacancies have also grown considerably
over the last decade, and particularly since the COVID-19 pandemic (Figure 1.2, Panel B).
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Figure 1.2. Labour shortages had been rising before the COVID-19 crisis hit

A. Share of companies reporting talent shortages B. Stock of vacancies as a share of the labour force (15+)
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Note: Panel A is based on more than 40 000 employers across all industry sectors in 40 countries and territories across the globe including
28 OECD countries, Argentina, Brazil, China, Guatemala, Hong Kong (China), India, Panama, Peru, Romania, Singapore, South Africa and Taiwan.
Source:  Manpower  Group  (2020), Closing the  Skills  Gap: What Workers Want, Talent  Shortage 2020,
https://go.manpowergroup.com/hubfs/MPG_WhatWorkersWant 2020.pdf and https://go.manpowergroup.com/talent-shortage (Panel A) and
the OECD dataset: Registered Unemployed and Job Vacancies (http://stats.oecd.org//Index.aspx?Queryld=96823) and OECD dataset LFS by
sex and age, https://stats.oecd.org/Index.aspx?DataSetCode=LFS D (Panel B).

StatLink Sa=r https://stat.link/Ivi79q

1.2. The benefits of employee retention

In this report, job tenure — the length of continuous time spent with the same employer — is used as a
measure of job retention. Retention and labour turnover are key concepts for analysing the relationship
between businesses and employees (Box 1.1). They are two sides of the same coin. Retention, measured
at the firm level, tells companies how attractive their company is in holding onto talent, while turnover is a
measure of the recruitment efforts that are needed because of employees leaving the company each year
(voluntarily or involuntarily). Retention and turnover measure the strength of the attachment between
employees and employers, and the extent to which they are too high or too low has implications for
productivity, inequality and well-being. Some turnover is inevitable and desirable, but high or unwanted
worker turnover (“excessive job turnover”) can have serious consequences for business including higher
staff costs, the loss of skills and experience, and the erosion of workplace diversity.

Labour turnover or mobility because of either changing jobs or moving in and out of the labour market is a
normal part of how labour market’s function. The flow of workers between firms and sectors over time
facilitates adjustment to economic shocks (for example to product demand, technology, or costs) and
structural change. This reallocation process is an important driver of productivity growth as workers move
away from lower productivity firms towards higher productivity firms." Job-to-job changes are the main
component of labour turnover, and when voluntary can be a key driver of employee pay, and career
progression (Topel and Ward, 19923; Hahn, Hyatt and Janicki, 20214). Job changes tend to be more
frequent while young, and gradually decline over a workers’ lifetime.

Although there are benefits associated with workers moving between jobs, there are also benefits to longer
job tenure (Figure 1.3). The benefits of longer job tenure and the costs of labour turnover create a trade-off
at the aggregate level between job stability and labour mobility. There is no optimal level of job stability or
labour mobility, this depends on factors such as technology, firm size and social preferences.
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Figure 1.3. The benefits of retention for employees, firms and society
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1.2.1. Job stability helps boost productivity and inclusiveness

Excessive job turnover can hurt employees, businesses and society by adversely affecting productivity
and inclusiveness. Productivity can be affected through multiple channels. Firms suffer from the loss of
workers with job-specific skills and experience, disruption to the production or services they provide, and
incur the costs of hiring and training new workers. The loss of key employees can have a particularly
damaging impact in small and medium enterprises (SMEs), as departing workers may have particular skills
or knowledge that are difficult to replace. At the firm level there is robust evidence that turnover can have
a negative effect on productivity (Kuhn and Yu, 2021s)).

Differences in the rate of retention of different groups within firms can erode workplace inclusiveness
(Griffeth, 2000()) and lead to poorer overall organisational performance if particular groups, such as older
workers, are less likely to be employed thereby depriving an organisation of critical knowledge. Certain
groups of workers such as the low-skilled, people with poor health or disabilities, ethnic minorities, and
older workers are less likely to be employed and have lower hiring rates (OECD, 2020;7;). This contributes
to greater inequality in income and well-being within firms and in society at large.

If it is well managed, an age-diverse workforce can bring about several benefits, chief among them,
improved productivity and lower turnover for companies and higher wages for workers. Greater age
diversity in firms has been found to be associated with higher productivity and lower turnover (OECD,
2020i7). Complementarities between workers of different ages can lead to higher productivity over and
above that of the sum of individual workers’ productivity. For example, older workers can provide advice
to younger workers and can draw on firm-specific knowledge accumulated over time, while younger
workers might bring knowledge of new technologies for example.
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1.2.2. Hiring and other costs of staff turnover are high

As countries recover from the COVID-19 pandemic, firms are starting to rehire or replace workers, or hire
workers with a different mix of skills in the context of a generally very tight labour markets (Domash and
Summers, 20225). The additional costs due to the pandemic induced disruption and labour market
reallocation come on top of the already considerable time and effort that is required to recruit staff to fill
vacancies or expand the workforce.

There are significant business costs to replacing employees which are typically larger in “thin” markets and
when skills are specialised (Jager and Heining, 2022q)). Using German data on worker exits from
approximately 34 000 small firms,? Jager and Heining (20229)) estimate that the marginal replacement
cost ranges between EUR 65000 and EUR 84 000, or between 2.3 and 3 annual salaries of an
incumbent.® These estimates are much higher than previous firm survey based estimates such as Manning
(2011p101). However, Jager and Heining (2022j9)) argue that their estimates capture costs missed in firm
surveys, including the higher costs of retaining incumbent employees who become more valuable because
of co-worker turnover. They also capture the loss of firm-specific human capital acquisition that is not
embedded in worker training, i.e. tacit knowledge that takes time to acquire. Finally, they include the costs
of replacing incumbent workers where the match between worker and firm is very good — something that
takes time to be revealed.

Employee turnover can also be contagious, which means that the spread of employee turnover through a
workplace or work group can result in costs that exceed a single instance of turnover (Porter and Rigby,
2021111). Felps et al. (201712) found that an employee’s decision to voluntarily leave an organisation is
influenced by the attitudes and behaviours of their co-workers. In particular, how well employees feel they
fit in with their job and the community (“job embeddedness”), and the job search behaviour of co-workers
were important predictors of voluntary quits.

1.2.3. Investment in training requires long-term relationships

Employees can benefit from stable employment as it allows opportunities for career advancement through
training and the accumulation of valuable job or firm-specific skills. Yet investment by firms in innovation
and employee training arguably requires long-term relationships. Firms invest in training programmes to
enhance the human capital of employees with the aim of raising firm productivity and profitability. If turnover
is unnecessarily high, firms will not capture the full benefits of this investment. Likewise, for workers, too
many job changes and periods of unemployment may limit opportunities for such training, leading to losses
in human capital and earnings potential.

If turnover is high, firms have an incentive to take advantage of the training investment of other firms and
therefore under-invest in their own employees (Acemoglu, 1997113;). This effect could depress overall
training levels in the economy, thereby reducing productivity. This effect is more likely to be found in high
turnover sectors where general training is more important than more advanced firm-specific training.
Training can also encourage workers to leave through improving their skills and therefore their outside
options, but it may also encourage them to stay by raising their pay and performance.

1.2.4. Reducing fiscal costs

An ageing society — by 2060 the number of people in OECD countries over the age of 80 is expected to
reach 151 million, up from 68 million in 2022 — leads to concerns about declining GDP growth per capita
as a result of the decline in the working age population (Maestas and Zissimopoulos, 2010;14;; Bloom,
Canning and Fink, 2010;1;) and has implications for public finances in the face of rising pension and health
costs (Aksoy et al., 201915;; Cooley and Henriksen, 201816]). By supporting longer working lives — where
possible — and boosting the retention and productivity of older workers, governments can help ameliorate
the possible negative effects of population ageing and longevity on economic growth and government
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budgets. However, working longer is not necessarily possible for all workers in the absence of
improvements to job quality and health.

Older people who are displaced or voluntarily leave the labour market often struggle to find jobs and face
much larger earning losses relative to younger workers if they do re-enter employment (OECD, 201817)).
This has direct fiscal implications for governments from increased social welfare payments and reduced
income tax receipts. The health status of older workers who leave the labour market prematurely often
declines, with an increase in the incidence of depression, alcohol-related conditions and higher mortality,
which also affects government budgets (OECD, 201817).

1.3. A steady job? Who stays in the same job and for how long?

This section looks at pre-pandemic (up until 2019) trends in average job tenure across OECD countries
for which there is available data. At the beginning of 2023 it is not yet clear whether the pandemic has had
a temporary or permanent impact on trend changes in tenure and turnover.

Box 1.1. Data sources and key definitions

Data sources: Job tenure is measured as the length of time an employee or self-employed worker has
spent working for the same employer. This question is asked in the European Union Labour Force
Survey (EU-LFS), the Household, Income and Labour Dynamics in Australia (HILDA) Survey, the
Canadian Labour Force Survey, the Korean Labor & Income Panel Study (KLIPS) and the United States
Current Population Survey (CPS) Tenure Supplement. While it is common to refer to this as job tenure,
it does not capture the fact that an employee could change jobs within the same business. In all data
sources we are using data up to and including 2019.

Labour market transitions (such as job-to-job changes, hirings, and separations) are constructed based
on individual level data in the EU-LFS survey, HILDA, KLIPS, and the CPS. These sources contain
information about individual labour market status in the current year and retrospective information about
individual labour market status in the previous year along with comprehensive socio-economic and
work-related characteristics. The Canadian LFS does not contain retrospective information on
employment status. In the EU-LFS and Australian HILDA it is also possible to distinguish between
voluntary and involuntary reasons for leaving a job. This is not possible in the Korean KLIPS, Canadian
LFS or the United States CPS. All transitions are expressed as a percentage of those employed in the
initial period.

Age group definitions: Young refers to persons aged 15 to 29, prime-age to those aged 30 to 54 and
mature/older to persons aged 55 to 64.

Employee retention: The proportion of all employees remaining with their employer for a specified
period (e.g. one year or more).

Job tenure: The length of continuous time an employee has spent working at a particular business.
This is derived from the above surveys in response to the question “How long have you been
continuously employed by your current employer/continuously self-employed?” Although this question
is based on length of time at an employer, it is common to refer to this as “job tenure”.

Employee turnover: The proportion of employees who leave an organisation over a particular period
(usually one year), expressed as a percentage of the total workforce. (This is a firm-level definition). It
includes those who leave voluntarily as well as involuntary separations (due to being fired, laid off etc.).
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Labour market turnover: The sum of movements into and out of jobs over a particular period,
expressed as a percentage of the total workforce. It is the sum of job-to-job transitions, hirings from
non-employment, and separations to non-employment. (This is an economy wide definition).

Job-to-job transitions/hirings: Individuals who were employed in both the current and previous year,
and who have been at the current employer less than 12 months.

Hirings from non-employment. Individuals who were employed in the current year and non-employed
(inactive or unemployed) in the previous year.

Separations to unemployment. Individuals who were unemployed in the current year and employed
in the previous year.

Separations to inactivity: Individuals who were inactive (not in the labour force) in the current year
and employed in the previous year.

Voluntary separations: An employee chooses to leave a business for their own benefit or because of
dissatisfaction with their job.

Involuntary separations: An employee leaves a business because of being fired, laid off, or following
a forced resignation.

1.3.1. Tenure is declining across most countries

In 2019, the average length of a job held by the same worker was nine years and 10 months for women
and 10 years and six months for men across 30 OECD countries. Between 2012 and 2019, overall job
tenure fell in most OECD countries,’ after taking into account changes in the composition of the workforce.®
After adjusting for changes in socio-demographic structure, job tenure decreased by about 7.5% (or around
8.8 months) for men and women on average across OECD countries (Figure 1.4) between 2012 and 2019
(throughout this chapter changes between 2012 and 2019 refer to changes between the average of
2012/14 and 2017/19). Over this period, only Iceland, Hungary, Australia, Korea and Latvia saw an
increase in average tenure for men; and only Korea saw an increase in average tenure for women. For
women, average tenure declined by more than 12% in Lithuania, Ireland, Sweden, Portugal, Slovenia and
Greece. Average tenure decreased by more than 12% for men in Ireland, Spain, Portugal, Luxembourg,
Sweden and France (declines of between 12 to 16 months).
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Figure 1.4. Average job tenure has fallen for men and women in most countries

Percentage change in average job tenure by sex, 2012-2019
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Note: The data refer to the change in average job tenure (adjusted for compositional effects) between the average of years 2012/14 and 2017/19.
The unfilled markers represent the unweighted average of the 30 OECD countries shown. Data are adjusted to control for the composition of
the labour force by education and age. The methodology is the same as that used in OECD (20191s)), OECD Employment Outlook 2019: The
Future of Work, https://doi.org/10.1787/9ee00155-en and is based on Farber (2010p1g) “Job Loss and the Decline in Job Security in the
United States”, https://www.nber.org/books-and-chapters/labor-new-economy/job-loss-and-decline-job-security-united-states.

Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS), Household, Income and Labour Dynamics in Australia
(HILDA) Survey, Canadian Labour Force Survey, Korean Labor & Income Panel Study (KLIPS) and the United States Current Population Survey
(CPS) Tenure Supplement.

StatLink Sa=ra https://statlink/fjs7kz

1.3.2. Average job tenure has declined for all age groups

Job tenure naturally varies across age groups reflecting greater time spent in the labour market for older
workers. For young workers (aged 15-29, excluding students), average job tenure in 30 OECD countries
in 2019 was two years and five months.” For those aged 30-54, the average length was 10 years and one
month, and for mature workers aged 55-64 the average was 18 years and 10 months.

On average across 30 OECD countries, average job tenure has fallen by 9.5% for young workers
(aged 15-29), 7.2% for prime-aged workers and 5.7% for mature workers (Figure 1.5) between 2012 and
2019. Young workers in Spain, Portugal, Greece and Slovenia experienced the largest declines in job
tenure. All countries in the sample, except for Korea and Latvia, saw a decrease in average tenure for
prime-aged workers. The average mature worker in 24 out of 30 countries experienced a decline in job
tenure. Job tenure rose slightly for mature workers on average in Korea, Czech Republic, Austria, Poland,
Latvia and Iceland.
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Figure 1.5. Average job tenure has declined for mature and prime-aged workers in almost all
countries

Percentage change in average job tenure by age, 2012-2019
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Note: The data refer to the change in average job tenure (adjusted for compositional effects) between the average of years 2012/14 and 2017/19.
The unfilled markers represent the unweighted average of the 30 OECD countries shown. Data are adjusted to control for the composition of
the labour force by education and gender. The methodology is the same as that used in OECD (2019y1s)), OECD Employment Outlook 2019: The
Future of Work, https://doi.org/10.1787/9ee00155-en and is based on Farber (2010p9) “Job Loss and the Decline in Job Security in the
United States’, https:/www.nber.org/books-and-chapters/labor-new-economy/job-loss-and-decline-job-security-united-states.

Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS), Household, Income and Labour Dynamics in Australia
(HILDA) Survey, Canadian Labour Force Survey, Korean Labor & Income Panel Study (KLIPS) and the United States Current Population Survey
(CPS) Tenure Supplement.

StatlLink Si=r https:/stat.link/rdivb0

1.3.3. The largest declines in job tenure have occurred for workers with low education

The decline in average job tenure between 2012 and 2019 was larger for low-educated workers (i.e. with
less than upper-secondary education) than for other education groups (Figure 1.6). This was the case for
all age groups and both men and women. Over two-thirds of the OECD countries in the sample saw
reductions in tenure for low-educated workers. In some countries, the reduction in tenure was large,
exceeding 10% in Lithuania, Ireland, Luxembourg, Estonia and Sweden. In contrast, Latvia and Italy saw
workers without an upper-secondary qualification experience an increase in tenure of 4% and 0.2%
respectively. Job tenure has also declined substantially for those with high education in some countries.
Lithuania, Spain, Ireland, Luxembourg, France and Finland saw declines of over 10% for those with high
education. Average tenure also declined substantially in some countries for those with medium levels of
education (Finland, Sweden, the Slovak Republic, Slovenia, Lithuania and France), which might reflect the
hollowing out of middle-skill occupations.
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Figure 1.6. The largest declines in job tenure have occurred for low-educated workers

Percentage change in average job tenure (years) by gender, age and level of education, 2012-2019
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Note: High education: completed a tertiary education, Middle education: achieved an upper secondary education and possibly some additional
education but less than a bachelor’s degree, Low education: below upper secondary education. Each data point is the weighted average of the
following 30 OECD countries: Australia, Austria, Belgium, Canada, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece,
Hungary, Iceland, Ireland, Italy, Korea, Latvia, Lithuania, Luxembourg, the Netherlands, Norway, Poland, Portugal, Slovak Republic, Slovenia,
Spain, Sweden, Switzerland, the United Kingdom and the United States. The horizontal axis measures the observed average tenure in 2012/14
and the vertical axis measures the percentage change in average tenure between 2012/14 and 2017/19.

Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS), Household, Income and Labour Dynamics in Australia
(HILDA) Survey, Canadian Labour Force Survey, Korean Labor & Income Panel Study (KLIPS) and the US Current Population Survey (CPS)
Tenure Supplement.

StatLink Sa=r https://stat.link/k7j2hm

1.3.4. Tenure by sector, occupation and firm size

Job tenure also varies by sector, occupation and firm size (Figure 1.7). Many sectors such as public health
or social care struggle to retain staff compared to other sectors. Across broad sectors, average tenure
tends to be highest in Agriculture, forestry and fishing at around 16 years and lowest in Accommodation
and food services at about six years (Figure 1.7, Panel A). Differences such as these will partly reflect the
business models and technology of different industries. For example, the skills required by people working
in accommodation and food services will be relatively low on average compared with workers in
manufacturing. This pattern can also be seen at the occupation level. Skilled agriculture forestry and fishery
workers have average tenure of over 16 years, although this reflects that many of these workers will be
older and self-employed (Figure 1.7, Panel B). Relatively unskilled elementary occupations have average
tenure of about eight years.

Large firms generally find it easier to retain staff and this is reflected in longer average tenure for workers
in these firms (Figure 1.7, Panel C) (see also Chapter 2).
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Figure 1.7. Average job tenure varies significantly across sectors and occupations, less so across
firm size

Average tenure by sector, occupation and firm size, average rates 2017-2019
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Note: The data represent the weighted average of 26 European countries (Austria, Belgium, Czech Republic, Denmark, Estonia, Finland, France,
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Slovenia, Spain, Sweden, Switzerland and the United Kingdom) in Panel C plus Australia and Korea in Panel B, with the addition of Canada
and the United States in Panel A.

Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS), Household, Income and Labour Dynamics in Australia
(HILDA) Survey, Canadian Labour Force Survey, Korean Labor & Income Panel Study (KLIPS) and the United States Current Population Survey
(CPS) Tenure Supplement.

StatLink Sa=ra https://stat.link/g4hOrd
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1.3.5. Retention rates for older workers are low in many countries

Average tenure data are censored — the data only include the length of tenure for current jobs, and it is not
known for how long these jobs will last. An alternative is to consider the survival probability for retention of
a particular cohort, such as 55-64 year-olds, i.e. the likelihood of workers being employed in the same job
in five years’ time. On average across the OECD, just over half of working 55-59 year-olds leave their
employer by the time they are 60-64, compared to only about 30% of 40-44 year-olds who leave by the
time they are 45-49 (Figure 1.8). Although older workers have relatively long average tenure, by the time
they reach 55-59, the likelihood that they will continue in the same job falls dramatically. Further, there are
stark differences across countries; in Korea, Luxembourg, Slovenia, and France the share of
55-59 year-olds who remain in the same job five years later is less than 40%. In contrast, for
55-59 year-olds in Germany, Portugal, Ireland, Norway, the Netherlands and Iceland, the likelihood that
they are still in the same job five years later is greater than 65%. As the following section shows, workers
in this age group are more likely to exit the labour market than change jobs. Displaced older workers have
much lower re-employment rates than younger workers; therefore retaining older workers — when they can
continue working — can be beneficial.

Figure 1.8. Retention of workers towards the end of their career is a major challenge

Share of workers by age in 2014 that remained with the same employer (or self-employed) for a further five years
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Note: OECD is an unweighted average of the 33 countries shown excluding Colombia, Israel, Japan, New Zealand and Turkiye for which data
are not available. Data refer to 2017 (Australia) and 2018 (United States). Data cover employees only for Korea and the United States.
Source: OECD database Employment by job tenure intervals — persons, http://stats.oecd.org/Index.aspx?Queryld=9590.

StatLink iz https://stat.link/rzivot

1.4. Who is leaving their job or the labour market?

The flip side of the decline in average job tenure is rising labour market turnover (the sum of movements
into and out of jobs over the course of a year). People can change jobs, become unemployed or leave the
labour market (inactivity) for a variety of reasons, which can broadly be defined as either voluntary or
involuntary. Involuntary reasons include being laid off or a fixed term contract coming to an end. All other
reasons are considered voluntary and are discussed in Section 1.5. On average across
27 OECD countries, the labour market turnover rate was just under 22% in 2019 (Figure 1.9).8
Approximately 42% of this is accounted for by workers changing jobs, while the rest is split between
workers shifting to non-employment (unemployment or inactivity) (23%) or being hired from non-
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employment (35%). There is wide variation in turnover across countries: the annual turnover rate is
over 25% in Denmark, Finland, Australia, Lithuania, Iceland, Sweden, Estonia and Spain, compared with
about 15% in Greece and the Czech Republic.

Figure 1.9. There are large differences in labour market turnover across countries

Labour market transitions, average rates 2017-2019
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Note: Job-to-job transitions, separations to non-employment and hires from non-employment. The green bar represents the unweighted average
of the 27 OECD countries shown. Labour market transitions one year to another for working-age individuals are shown as a share of total
employment in the initial year. Job-to-job transitions measure job changes from one job to another. Hirings from non-employment and
separations to non-employment include transitions from and to both unemployment and inactivity.

Source: OECD calculations based on data from the European Union Labour Force Survey (EU-LFS), Household, Income and Labour Dynamics
in Australia (HILDA) Survey, Korean Labor & Income Panel Study (KLIPS) and the United States Current Population Survey (CPS).

StatLink Sa=r https://stat.link/kyve02

1.4.1. Job-to-job flows have increased across the OECD, but mature workers are less
likely to change jobs than younger workers

Over the period 2012-19 job-to-job flows have increased in all but two of 27 OECD countries, after making
adjustments for the demographic composition of the population and the business cycle (Figure 1.10,
Panel A).° Although there has been an increase in job-to-job transitions for all age groups over this period,
mature workers are less likely to change jobs compared to younger workers (Figure 1.10, Panel B). This
likely reflects older workers’ preferences for fewer job changes as they are more likely to have settled into
a good “match” with their employer and have more stable life circumstances. It could also reflect
reservations on the part of employers for hiring older workers.

Low-skilled mature workers are more likely to change jobs relative to higher skilled mature workers in 18
out of 27 OECD countries (Figure 1.10, Panel C), however in most countries (except Hungary, Poland and
Finland) the differences in rates of job-to-job change among different age groups are very small and not
statistically significantly different from each other. There is no evidence that high skilled older workers are
more likely to change jobs compared to low and middle skilled workers.
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Figure 1.10. People are switching jobs more often in the majority of countries

A. Change in the rate of job-to-job transitions between 2012/14 and 2017/19
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Note: The green bar and unfilled markers represent the unweighted average of the countries shown in each panel. Panel A values are adjusted
for compositional changes (age, gender, education) and the business cycle following the technique used for correcting changes in tenure for socio-
demographic changes.

Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS), Household, Income and Labour Dynamics in Australia
(HILDA) Survey, Korean Labor & Income Panel Study (KLIPS) and the United States Current Population Survey (CPS).

StatLink Sa=m https://stat.link/7hgs93
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In the immediate aftermath of the pandemic quit rates rose to record highs in the United States, and there
is evidence of quit rates also rising in the United Kingdom and France (OECD, 202212q). In 2021,
over 47 million Americans voluntarily quit their jobs.'® While monthly quit rates remained higher than usual
in the first six months of 2022 in the United States, arguably these quit rates have been broadly in line with
the pre-COVID trend of a 0.1 percentage increase every year since 2009 (Fuller and Kerr, 2022[21;). This
uptick in quits appears to be driven primarily by workers changing jobs, rather than leaving the workforce
altogether (Barrero et al., 2021p21)).

1.4.2. Mature workers are more likely to leave the labour market compared to younger
workers

Although the rate at which mature workers (aged 55-64) change jobs is low relative to younger workers —
the rate at which mature workers voluntarily leave a job for either unemployment or inactivity is higher
relative to younger workers in most OECD countries (Figure 1.11, Panel A). With four exceptions
(Australia, Estonia, Iceland and Latvia), the rate at which mature workers voluntarily leave a job for non-
employment is higher relative to prime-age and young. This largely reflects early retirement which could
be due to a change in preferences and having the financial ability to retire early, or ill-health, for example.
The rate at which older workers voluntarily leave a job is the highest in the Czech Republic, Luxembourg,
France, Austria, Lithuania and Latvia. It is relatively low in Sweden, Iceland, Italy and the Netherlands
(Figure 1.11, Panel A).

The rate at which mature workers are laid off (involuntary separations) and enter unemployment or
inactivity is generally at or below the rate for younger workers (Figure 1.11, Panel B). Further, after
adjusting for demographics and the business cycle, the likelihood of becoming involuntarily unemployed
or inactive fell on average between 2012 to 2019 across the 25 countries for which there is available data.
This decline in the risk of being laid off (or a fixed term contract ending) was felt across gender, age groups
and education groups (on average across 25 OECD countries).

However, for mature workers there are considerable differences across education level in the likelihood of
ending up unemployed or out of the labour force. In some OECD countries (including Czech Republic,
Latvia, Lithuania, and Estonia), the rate at which mature workers leave employment is much higher for low
educated workers compared with higher educated workers (Figure 1.11, Panel C). This is primarily due to
low-skilled mature workers being laid off or a temporary contract coming to an end, rather than for voluntary
reasons. However, in the majority of countries there is very little difference between the separation rates
of low, middle and highly educated workers.
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Figure 1.11. Low skill mature workers are more likely to exit the labour market compared with
younger workers

Separation rates to non-employment, average rates 2017-2019
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Note: The unfilled markers represent the unweighted averages of the countries shown in each panel. Data to distinguish voluntary and involuntary

separations is not available for Australia, Korea, and the United States.

Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS), the Household, Income and Labour Dynamics in Australia

(HILDA) Survey, the Korean Labor & Income Panel Study (KLIPS) and the United States Current Population Survey (CPS).
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1.5. Stay or leave: Why do people change job?

Labour force survey data give an indication of the broad reasons why people leave work (job or business)
voluntarily. These include for personal health reasons, to pursue education or training, to take care of other
family members, retirement, or other reasons." Among workers aged 55-64, retirement is the main reason
for quitting a job across OECD countries for which there is available data (Figure 1.12, Panel A). lliness is
also a major reason for 55-64 year-olds quitting a job, 21% of 55-64 year-olds quit due to illness or
disability, on average across OECD countries. Because the survey question only allows a single response,
a respondent may select the retirement option even if illness is the reason for leaving a job. Therefore, it
is possible that leaving due to iliness is understated among older age groups. Among workers aged 50-64,
25% quit because of illness or disability. For workers aged 30-54, the majority quit either for family reasons
(35%) or for “other” reasons (34%). A further 24% quit because of iliness or disability (Figure 1.12,
Panel B).'? These data illustrate the importance of iliness as a significant factor in driving people to leave
their job.

The response category “other” in reasons for leaving employment in labour force survey data will include
changing job, which could be for a variety of reasons. While it is not possible to explore these reasons
further using labour force survey data, the 2022 AARP Global Employee Survey conducted in 12 countries
in 2022 sheds light on the reasons workers might be leaving their jobs (Choi-Allum, 202322).

The AARP Global Employee Survey finds that 65% of respondents have made one or more employment
related changes (starting a new job, starting a business, being laid off, or retiring) in the last five years, and
35% have made no change.' Out of those who have made some employment-related change, almost half
(45%) have started a new job. The survey shows that overall, low pay (29%), feeling undervalued (27%)
and lack of advancement in their job (23%) were the top three reasons why people have switched to a new
job in the last five years (Infographic 1.1). To follow a new passion or career (21%), lack of professional
development in their job (17%) and poor working conditions (16%) were also important reasons for starting
a new job or taking steps to find a new job.
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Figure 1.12. Reasons for voluntary separations show different trends across countries

Voluntary separations (by reason) from last job or business as a percentage of total voluntary separations, average
of 2017-2019
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Note: The green bars represent the unweighted average of the 24 European countries. Countries sorted on the increasing share of illness.
lliness refers to own iliness or disability, family includes personal or family responsibilities including caregiving.
Source: OECD calculations based on the European Union Labour Force Survey (EU-LFS).
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Infographic 1.1. Reasons for starting a new job in the last five years

Share who responded to the question “Why did you retire, leave, or consider leaving your job™?
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Note: Persons who responded to the question “Why did you retire, leave, or consider leaving your job?” among those who retired from work or
a job, voluntarily left a job/resigned, or started a new job in the last five years.

Source: AARP Global Employee Survey. Online survey conducted in June/July 2022 of employees aged 25 and over in Australia, Brazil,
Canada, Finland, France, Germany, Italy, Japan, Korea, Spain, the United Kingdom and the United States. Approximately 1 000 respondents
in each country.

Men and women report similar reasons for having left or taken steps to leave over the last five years, but
there are significant differences by age group. For older and prime aged workers, low pay, feeling
undervalued, and lack of advancement in their job were the top three reasons given for those who have
switched jobs (Figure 1.13, Panel A). For young workers the top three reasons for starting a new job were
low pay (38%), feeling undervalued (30%), and to follow a new passion or career (26%).

The overall ranking of reasons is similar between people with different levels of education (Figure 1.13,
Panel B). Among people who switched jobs, those who had not completed upper secondary education
report low pay (29%), feeling undervalued (22%), and poor working conditions (20%) as the top three
reasons, closely followed by lack of advancement in their job (19%). For workers with a tertiary education,
feeling undervalued (29%), low pay (27%), and lack of job advancement (26%) were the top three reasons.
Respondents with low and medium levels of education were more likely to report health reasons as a
cause of changing job, 15% and 13% respectively, compared to only 9% of respondents with a tertiary
education. Those with a tertiary education were much more likely to cite following a new passion or career,
or lack of professional development as a cause of making a change or looking, compared to those with
low education.

Among respondents aged 50-64 years who retired, apart from reaching or being close to retirement age
(27%), the main reasons retirees gave were experiencing health problems (25%), caregiving (23%), low
pay (22%) and concerns about COVID-19 (20%) (Figure 1.13, Panel C). This illustrates the importance of
health and flexibility concerns for workers deciding whether or not to retire.
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Figure 1.13. Reasons for leaving for those who switched and those who retired

Share who responded to the question “Why did you retire, leave, or consider leaving your job™?
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Note: Persons who replied among those who retired from work or a job, voluntarily left a job/resigned, or started a new job in the last five years.
Persons aged 25-64 in Panels B.

Source: AARP Global Employee Survey. Online survey conducted in June/July 2022 of employees aged 25 and over in Australia, Brazil,
Canada, Finland, France, Germany, Italy, Japan, Korea, Spain, the United Kingdom and the United States. Approximately 1 000 respondents
in each country.
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Notes

" However, not all job to job transitions will entail workers moving to more productive firms — the fraction of
“productive moves” will vary enormously across countries and sectors — therefore a highly fluid labour
market is not necessarily a sign of economy-wide productivity gains (Albagli et al., 20212¢)).

2 They use unexpected deaths of workers as a source of exogenous variation. Studies trying to estimate
replacement costs face the problem that employee turnover and productivity might be correlated not
because turnover reduces productivity, but because low productivity causes employees to leave.

3 These results are similar to those found by Kline et al. (20197)).

4 OECD Population projections database: http:/stats.oecd.org//Index.aspx?Queryld=88954.

5 This is consistent with previous OECD research (OECD, 20191s)), upon which this section builds. To
avoid showing changes based on a single year, changes are based on the average of three years, for
example the change between the average value of 2012-14 and the average value of 2017-19.

8 The adjustment is obtained by means of regression analysis that identifies changes in job tenure between
an average of 2012-14 and an average of 2017-19, controlling for workers’ age, gender and level of
education. Changes in the composition of the workforce need to be taken into account as they may obscure
how job tenure is changing for specific groups of workers by age, gender and education. For example, job
tenure typically rises with age and so average tenure will tend to increase as the workforce ages with baby
boomers moving into the older age groups. Average job tenure rises because there are fewer workers at
younger ages with lower tenure and more workers at older ages with higher tenure. Similarly, tenure rises
with educational attainment and so average tenure will mechanically increase as the education level of the
workforce rises. Thus, average tenure without any adjustment for compositional changes may increase
even if tenure is falling for workers at each age and education level.

7 Job stability can be measured in several ways, for example the average (or median) elapsed tenure of
all current jobs, retention rates for five-year age groups, or the probability that a particular job will continue
to exist. No single measure gives a perfect indication of the degree of job stability. Average or median
tenure is the most common measure, but because it is based on all existing jobs, we do not know how
long these jobs will last for.

8 Alternative data for example from the LEHD (Longitudinal Employer-Household Dynamics) and JOLTS
(Job Openings and Labor Turnover Survey) shows that turnover is significantly higher. Total turnover from
LEHD for 2017-2019 (average) was 61% made up of job-to-job flows of 22%, separations to non-
employment of 18% and hires from non-employment of 20%.
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% The available measures of job-to-job transitions capture movements between jobs across consecutive
calendar years. Transitions from one year to the next may in fact conceal one (or several) transitions in
and out of employment that occur over the course of the reference year. For example, a worker who was
employed in the previous year may have experienced a period out of employment before finding the current
job but will be recorded has having experienced a job-to-job transition since job status is recorded yearly.
The measure, therefore, should not be interpreted literally as an indicator of direct transitions from a job to
another, but rather as a measure of transitions that involve short periods of non-employment between jobs.
In the United States, the rate at which workers change jobs has declined since the 1980s, at least up until
the early 2010s (e.g. Davis, Faberman and Haltiwanger (201223]), Davis and Haltiwanger (201425)), Hyatt
and Spletzer (201324]), Molloy et al. (201629)). Job-to-job flows data from the LEHD (Longitudinal
Employer-Household Dynamics) show that job-to-job flows have increased by 3.5 percentage points
between 2012/14 and 2017/19. Autor, Dube and McGrew (2022j2g]) also show an increase in job-to-job
flows since pre-pandemic trends.

10°U.S. Bureau of Labor Statistics.

" These data from the European Union Labour Force Survey show the main reason for leaving, hence a
respondent can only select one response category. Therefore for example, someone who retires before
the state pension age may select early retirement as the reason for leaving their current job, but they may
also have health problem(s) which may in fact be the real reason for retiring.

12 |In France, education and other reasons are not separated.
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