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Mission

...to provide independent advice and policy options in
the field of employment, industrial relations, working
conditions and living conditions

EmpC IRWC EQLS
Employment and  Industrial Relations  |iving Conditions
change and Working
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Outline of the presention

* Employment/Unemployment: the situation in Europe

 NEETs

* The cost of exclusion of young people to labour
market

* Policies implemented by member States to re-
integrate young people into labour market.

http://www.eurofound.europa.eu/emcc/labourmarket/youth.htm
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* Young people are a fundamental asset for our economies
and societies.

_—

60 million aged 15-24

young people in Europe
Over 93 million

33 million aged 25-29

* This amounts to an incredible resort of potential and
resources for our societies and the economies
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 However, if countries want to fully exploit their potentials and
talents, young people need to be productively employed and
integrated in society.

* Nowadays, most of the Member States are facing the growing
challenge of absorbing and integrating youth into education
systems and labour markets.

* While our societies are not fully benefiting from the youth
dividend, the disengagement from the labour market has
serious consequences for the individual young person.



* X %

* *
* oo * Eurofound
* N

***

In 2011 the employment rate of young people aged 15 to 24
decreased to the low of 33.6%, the lowest level ever recorded in
the history of the European Union.
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* The youth labour market problematic is not simple
to explain...

 What makes young people strong candidates in the labour
market in comparison to older workers is their potential to
be highly motivated and offer fresh ideas and insights in
their work.

* On the other hand, their lack of experience and their
predisposition towards experimentation with their
professional orientation, even via instability, can work
against them....

... especially in times of crisis, when they have to face the
competition with stronger candidates!
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* Moreover, youth unemployment is more responsive to the
business cycle than adult unemployment.

* This means that when the aggregate level of economic activity
and the level of adult employment is high, youth employment is
also high.

* On the contrary, in periods of recessions youth unemployment
soars much higher than unemployment in other age groups
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This high sensitivity of youth unemployment to the business cycle is
due to the fact that young people are highly concentrated in certain
cyclically sensitive industries:

e Construction
 Manufacturing

and are disproportionately present among those holding part-
time jobs and temporary contracts
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Loss in number of young employees (EU27 - 2011)

- 1.6 Million of young people
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Youth temporary employment rates have been on the rise since
2002, reached a local high in 2007, decreased slightly in 2008 and
have since then been on the rise again.
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Temporary contracts seem to be incredibly popular in Slovenia,
Poland, Spain, Portugal, Italy...

. 2011 -—-l=—2007
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* So in most of the countries, not only youth have a
difficult access to labour market, but also most of those
in employment have also a precarious position.

* The youth l[abour market problem is not a new one.

* |t entered the policy debate in the 1980s as the core of
the “baby boom” generation joined the job market and
has since then been on top of the agenda as the adverse
trends in youth outcomes observed back then still
persist today.

—
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Historically, youth unemployment is two times, or more, the
unemployment rate for adults....
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 While the labour market participation of young people is not
a new problem, what is new is the dimension it has reached.

* Asthe immediate effect of the financial and economic crisis
has been a substantial fall in labour demand due to the
unusually large and widespread shock to aggregate demand,
young people have been hit particularly hard by the crisis




* X %

* *
* Oo * Eurofound
* N

***

* Youth unemployment rate in Europe: 21.4% in 2011
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e Within the overall figure of youth unemployment, certain

groups such as the less qualified are more adversely affected
than others.

* In this sense education represents a shield from
unemployment: the higher the level of education attained, the
lower the probability of being unemployed is expected to be.

* People with at least upper secondary education are in general
much more likely to participate in the labour force compared to
their less-educated counterparts.
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* Moreover, this time unemployment hit all young people
regardless their educational level.
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Historically, women have been more affected by unemployment
than men. In recent years, male and female unemployment rates in
the EU27 have converged and male youth unemployment is now
higher than that of women.
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* In general, young people tend to experience unemployment
spells more frequently than adults as they are on average less
settled in their occupational choices and more mobile than adult
workers.

* youth unemployment not necessarily has a negative connotation
as if it is of shorter duration.

 When these spells of unemployment become persistent it can
open the door to long term unemployment and permanent
labour market disengagement, with potential unbearable
negative consequences for the individual and society as a whole.
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* High unemployment rates are likely to feed into long-term
unemployment.

* Youth are particularly vulnerable to adverse consequences of
long-term unemployment as it is recognized that the loss of
work experience early on in life, with its implied loss of human
capital, is likely to have negative long term effects- so called

scarring effects- on future labour force participation and
earnings.

* As aresult of the crisis long term unemployment increased in
Europe: from 22% in 2007 to 30% in 2011
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The traditional indicators for labour market participation are
frequently criticised for their limited relevance for youth.

|

simple unemployment and employment statistics do not
appropriately frame the situation of young people as so many are
students and so classified as being out of the labour force.
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Modern youth transitions tend to be complex and protracted.

J

The integration of young people in the society has been
traditionally imagined as a sequence of steps from school to work.

l

Unemployment is just one of the possibilities!
Young people move frequently among different status and many of
them may not captured by conventional measures of unemployment.

The need to move beyond the dichotomy between the
employed/unemployed and to capture the various ‘shades of grey’
that represent labour market attachment in our societies.
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Young People Not in Employment, Education and Training

The acronym NEETs first emerged in the UK in the late 1980s as

an alternative way of categorising young people aged 16-
18years old.

The interest on NEETs has grown at the EU level and almost all
MSs have developed their NEET equivalent definition.

The need to focus more on NEETs is one of the priorities of EU
2020 and the flagship Youth on the move and it is central to
the new set of integrated guidelines for economic and
employment policies proposed by the European Commission.
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Literally.. Those who are not in employment, education and training

NEET is a new concept at EU level!

NEETs are those young people who are in a status of NOT
accumulating Human Capital through formal channels

l

Operatively identified as those young people who are unemployed
or inactive following the ILO definition and are not attending
education and training.
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NEETs are NOT young people with disabilities or NOT educated!

NEETs is an heterogeneous group who are in a status of not
accumulationg human capital through formal channels and are

more likely of cumulating some disadvantages.

I
v v
Unemployed Inactive
Sick or permanet disabled
Short Term
T Young carer
unavailable
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However, despite the above mentioned heterogeneity...

* Notina accumulating human capital through
formal channels.

* More likely to cumulate several disadvantages.

* More likely to experience future poor employment
outcomes

 More likely to dangerous lifestyles and to
experience mental and physical health problems.
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NEET status may lead to a wide range of negative social
conditions, such as isolation, insecure and underpaid
employment, crime, and mental and physical health problems.

These outcomes each have a cost attached to them and therefore
being NEET is not just a problem for the individual but also for
societies and economies as a whole.

Economic Societal
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Can we estimate the loss for our economies of having 13
millions of young people aged under 30s who are NEET?

e Several examples in literature for the computation of
the cost of unemployment.

(Feldstein, Clark, Pissarides,Blanchard...)

e Only two examples in literature for the computation of
the cost of NEETs (just of UK).

(Bob Coles et al, Prince Trust Foundation)

—
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Our study is the first estimation of the cost of NEETs performed
at EU level.

e The computation of the cost of NEETs is however a complex
exercise and the final result depends on several factors:

—

e The costing framework and its implementation.

e The availability of data

e The definition of NEET and the comparison group

e The statistical methodology adopted.

—
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Economic Cost

Resource cost Public Finance Costs

e Tax Loss

e unemployment and other
benefits and allowances

® missing contribution to
National Insurance

e Health & Criminality

e [0ss to economy
e Loss for individual
and family

Resource costs? foregone earnings due to the lack of participation
to labour market

Public Finance Cost: the excess of transfer payments through
welfare state arrangements
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* The costing framework is implemented using EU-SILC 2008
crossectional dataset.

 The estimation is performed for 26 Member States. (all but Malta)

* As suggested in the literature, NEET/non-NEETs are defined
following a “longitudinal” approach:

* NEETs: those who remained in a NEET status for 6 months or
more during the reference period of the survey.

* non-NEETs: those who worked for at least 7 months during
the reference period of the survey.

—



The implementation of the
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Resource cost: The difference of the average income generated
by NEETs and Non-NEETs: earnings and near cash income from
(self)employment.

Public finance cost: The difference of the average income that is
received by NEETs and non-NEETs as a transfer from society due
to welfare stat arrangements such as unemployment benefits,
sickness and disability benefits and so on.

As the additional costs for health and crime are not included,
our estimation should be read as a very conservative one
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The individual cost of a NEET is computed as the
difference between NEETs and non-NEET of the Individual Cost of NEET
average of the earnings and welfare transfer
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" Young Workers

Methods

NEETs have specific characteristics that
influence their earning potentials and welfare
needs

NEETs

These characteristics have to be taken into account
in the computation otherwise the estimation will
be biased.
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* In order to take into account the different characteristics of the
NEET population, the Propensity Score Matching statistical
methodology is applied.

* with the PSM, each NEET is matched with a non-NEET with the
same characteristics in terms of age, sex, educational level, marital
status, immigration background, health status and so on (the
statistical twins).

* For each MS, the income of each NEET person is then compared
with the income of one or more non-NEET who have the same
characteristics of the NEET.
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The computation of the cost of NEETs

Resource PC Public PC  Total PC Country Total Resource  Total Public Total

€ 14.672 |€ 1.129 |€ 15.800 AT 193936 |€ 2.845.367.514 |€ 218.866.512 |€ 3.064.234.026
€ 16.509 |€ 3.457 |€ 19.966 BE 203829 |€ 3.365.052.096 |€ 704.693.314 |€ 4.069.745.410
€ 1.783 |€ 3 |€ 1.786 BG 468390 |€ 835.084.428 |€ 1.491.947 |€ 836.576.374
€ 7.912 |€ 308 |€ 8.220 Cy* 28373  |€ 224.487.176 |€ 8.738.884 |€ 233.226.060
€ 5.790 |€ 116 |€ 5.906 Cz* 295415 |€ 1.710.452.850 |€  34.268.140 |€ 1.744.720.990
€ 11.611 |€ 1.960 |€ 13.571 DE 1211803 |€ 14.070.473.664 |€ 2.375.021.304 |€ 16.445.494.967
€ 15.673 |€ 5.204 |€ 20.877 DK 37299 |€ 584.603.489 |€ 194.089.923 |€ 778.693.412
€ 5.372 |€ 128 |€ 5.500 EE 38234 |€ 205.395.449 |€ 4.902.586 |€ 210.298.035
€ 10.232 |€ 913 |€ 11.145 ES* 1029312 |€ 10.531.920.384 |€ 939.761.856 |€ 11.471.682.240
€ 11.885 |€ 2.995 |€ 14.880 Fl 126270 |€ 1.500.681.524 |€ 378.212.819 |€ 1.878.894.343
€ 10.887 |€ 1.019 |€ 11.906 FR 1487827 |€ 16.198.290.944 |€ 1.516.497.873 |€ 17.714.788.817
€ 9.637 |€ 75 |€ 9.712 GR 416331 |€ 4.012.280.975 |€ 31.120.527 |€ 4.043.401.502
€ 4.208 |€ 227 |€ 4.435 HU* 375351 |€ 1.579.477.008 |€  85.204.677 |€ 1.664.681.685
€ 15.020 |€ 2419 |€ 17.439 IE 179457 € 2.695.436.962 |€ 434.126.439 |€ 3.129.563.400
€ 12.993 |€ 123 |€ 13.116 IT 1916025 |€ 24.894.861.092 |€ 234.893.495 |€ 25.129.754.587
€ 3.494 |€ 124 |€ 3.618 LT 61847 |€ 216.107.779 |€ 7.680.009 |€ 223.787.788
€ 19.967 |€ 1.963 |€ 21.930 LU* 6139 € 122.577.413 |€ 12.050.857 |€ 134.628.270
€ 4.782 |€ 124 |€ 4.906 LV 68430 |€ 327.251.831 |€ 8.454.949 |€ 335.706.780
€ 19.500 |€ 1.336 |€ 20.835 NL 148555 |€ 2.896.749.114 |€ 198.464.474 |€ 3.095.213.588
€ 3.672 |€ 280 |€ 3.952 PL 1360377 |€ 4.995.029.276 |€ 381.230.187 |€ 5.376.259.463
€ 7.609 |€ 443 |€ 8.053 PT 264579 |€ 2.013.292.311 |€ 117.339.641 |€ 2.130.631.952
€ 1.624 |€ 48 |€ 1.672 RO 706647 |€ 1.147.772.732 |€ 33.762.127 |€ 1.181.534.859
€ 8.096 |€ 787 |€ 8.883 SE* 135137 |€ 1.094.065.260 |€ 106.341.807 |€ 1.200.407.067
€ 9.823 € 114 |€ 9.709 Sl 34513 |€ 339.020.868 |€ 3.946.585 |€ 342.967.452
€ 3.930 |€ 159 |€ 4.089 SK 126767 |€ 498.236.283 |€ 20.108.178 |€ 518.344.461
€ 11.720 |€ 872 |€ 12.592 UK 1067489 |€ 12.511.250.762 |€ 930.913.860 |€ 13.442.164.622
€ 9.294 |€ 749 |€ 10.043 EU26 11988332 | € 111.415.219.184 |€ 8.982.182.966 |€ 120.397.402.149

* Under revision
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On this basis the loss of our economies of having a large share
of NEETs is estimated in 2.3 Billion Euro per week.

The 2008 yearly total bill is estimated 120.4 Billion Euro.

Italy: 25.1 Billion
Others: 32 Billion

France: 17.7 Billion
Poland: 5.5 Billion

Spain: 11.5 Billion

UK: 13.4 Billion Germany: 16.4 Billion
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120 Billion in 2008... and it is a very conservative estimation

A fair criticism of the study can be that including all NEETs in
the labour market is not feasible due to limited vacant posts, and
in any case not all NEETs would be willing to work. It is true, but
just with a reduction of the 20% of NEETs our economy will save
25 Billion Euro.

e The costs of the NEETs call for new policy action in support of
those not included in education or employment. However, NEET
sub-groups will require distinct forms of policy interventions.
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« Concerns on disaffection of NEETSs: are they likely to
opt-out from the participation to the democratic and civic
society engagement of our society?

Hirschman framework




* X %

@ eurotound The societal cost

***

Participation
and Interest
in Politics

Trust
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* Young people have a level of participation and trust that is much
lower than the rest of the population

 NEETs and in particular the sub-group of unemployed have an
even lower level.

* On this basis, the concerns of policymakers about the
implications of NEET status on democratic engagement is fully
justified, as is the need for policy measures to re-engage the
NEET into the labour market or education.

—
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While NEET is a natural status

among young people, intrinsically
embedded in their school to work
transitions.....

.....Can seriously undermine the basis and the sustainability of our
societies.

-
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Across Europe, there is a new sense of urgency to develop and

implement policies to bring young people (back) into employment,
education or training, fostered by high youth unemployment and
rising NEETs rates.

Governments aim to reduce the great economic and social costs
associated with the disengagement from labour make, but also to
give every young individual the chance to realise his or her
potential without being “scarred”.
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MEASURES WHICH
INTERVENE
BEFORE RISK

FACTORS OCCUR

Measures aiming
to prevent early
school leaving
(ESL)

Pathway to employment

MEASURES WHICH
AIM TO GET
YOUMG PEOPLE

BACK INTO
EDUCATION/
Tmllll!li"‘

Measures
aimingto
reintegrate
early school
leavers

(TRAINING)
MEASURES WHICH
AIM TO ENHANCE

YOUNG PEOPLE'S
EMPLOYABILITY

Measures to
foster
employability
amongyoung
people

MEASURES TO
FACILITATE THE
TRANSITION TO

EMPLOYMENT

NMeasures to
facilitate the

transition from
school to work

v

MEASURESTO
HELP GROUPS AT
A SPECIFIC

DISADVANTAGE
ON THE LABOUR
MAPS L

NMeasures to
remaove practical
[ logistical
barriers and
employer
incentives

7/

MEASURES WHICH AIM TO IMPROVE OR REFORM THE SERVICES AVAILABLE TO YOUNG PEOPLE
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* The earliest point to tackle any problem is to intervene before
it evolves.

The pathway to employment starts with education as an
education system that helps children and youth from all
backgrounds to realize their full potential is vital for continued
prosperity and to reduce labour market exclusion among youth

Among the five headline targets in Europe 2020, the European

Commission prescribes a reduction of the share of early drop-
outs to 10 % as EU average.

—



Early leavers from education and training by gender
Percentage of the population aged 18-24 with at most lower secondary education and not in further educ

Early leavers from education - Total

-
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Source: Eurostat 2010

Minimum value:3.7 Maximum value:43.1
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* Many policy measures in Member States therefore take a
preventative approach to early school leaving.

* Member States acknowledge that education policies and early
intervention play a role in reducing number of young people
which leave education early.

* An accumulation of different risk factors that lead to early school
leaving, hence most member states rely on a number of
measures to prevent school drop-out in order to tackle these risk

factors.

—



* X %

* *
* oo * Eurofound
* "

***

Diagnostic centre EBLGZNLVEN[MU] ¢ =0 RAY,
Increasing age compulsory education EIRAAANE
Alternative schooling environments  BE:HBISARERZ M

Financial help for back in education RLARIHEIS
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Strengths and Weakness

Address vulnerable point in young Young people may become accustomed to
people’s lives the tailored support

policies are focused on the ‘right Not always the hard-to-reach are reached

target group’
Address the issues from a long-term New qualifications may not be
perspective understood/ brand need to be built

9.
2
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Aims and objectives: The policy aims at supporting schools in disadvantaged
areas mainly through the development of alternative pedagogical approaches.

These approaches are to be developed by whole communities in a bottom-up
perspective.

Effectiveness: Due to focus on locally deciding on goal and implementation of the
measure, it is difficult to assess its global effectiveness and Learning Communities
have not yet been formally evaluated. However, all individual communities have
reported positive results, including significant improvements in academic

performance and improved relations between members of the educational
community.

La Paz Learning Community has recorded an increase of the average reading
competence from 1.4 to 2.7 (out of 5) between 2006 and 2008 and absenteeism has
dropped from 30% in 2006/07 to 10 % in 2007/08.Equally, those stakeholders familiar
with the measure regard it as very positive and emphasise its universality and

;ansferability to other contexts.
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Some students may not have profited from the preventive measures
described earlier, while others may have too complex needs to be
addressed in the standard education environment.

Many policies implemented on Member State level aim to offer
early school leavers a second chance and bring them back into the
education system in order to acquire the skills and qualifications for
sustainable employment in the future.

Those policies often offer non-mainstream flexible ways to acquire a
formal qualification for example by creating a more motivating
!earning environment or by offering other formats of learning.
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One-stop-shop guidance center

Tracking/catch-up services

Reintegrating ESL

Second chance opportunities

Financial help for back in education
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Strengths and Weakness

Revitalise the interest of learners
who have rejected formal
education — reactivate young
people

Young people may become accustomed to
the tailored support

Not always the hard-to-reach are reached

Seek to address the root causes and
the broad range of personal and

educational challenges young people New qualifications may not be
face understood/ brand need to be built
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Aims and objectives: To provide Early School Leavers with the knowledge, skills
and confidence required to participate fully in society and progress to further
education, training and employment.

Description: Youthreach is a state funded second-chance education and training
programme aimed to deliver and develop basic education, personal development,
vocational training and work experience. It is generally a full-time programme,
which lasts 1 to 2 years. The course takes place at dedicated centres.

Effectiveness: It has been stated that the programme is particularly effective in
attracting the target cohort of learners

What concerns the outcome for the participants, an evaluation (Evaluation
Support and Research Unit, 2010) has found that “practically all learners were
experiencing success to some degree in the centres visited, whether from an
academic, personal or social viewpoint.”
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Unfortunately, in today’s labour markets even for those who have
successfully completed their education, the transition between
school and work is not always smooth.

Sometimes young people lack work experience and/ or display a low
level of qualification .

Other times there might be a mismatch between their skills and
those searched by employers.

Other times they need to be “guided” in order to better understand
their objectives..

—
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Youth Guarantee [UMNIOSI=
Job search assistance R\

Fostering Entrepreneurships REOARIRIR]S

Advice and Guidance
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Strengths and Weakness

Encourage immediate action to
address youth unemployment,
before disengagement ‘sets in’

Go beyond careers issues to look at
personal and social barriers to
participation

Provide young people with a
‘foothold’ on the labour market
and with valuable work experience

Success depends quite strongly on other
public policies and broader labour market
situation in the country

Focus more on hard-to-reach can be to
the detriment of students with less
complex needs
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Aims and objectives: The policy aims to minimise the time young people spend
without a job, education or training. Public employment services have to act quickly

to help young people to find a job or enrol in the regular education system more
quickly.

Description: the job search support offered under this scheme is divided into 3
phases. First, the young job seeker registers with the PES. Secondly, in the an in-
depth assessment of the needs and aspirations of the jobseeker is carried out.
Thirdly, the guarantee: job or education.

Effectiveness: A formal evaluation carried out in 2011 showed that unemployed
24-year olds participating in the scheme managed to find a job quicker than a
comparable group registered with the regular public employment services.
However, this effect was short lived. Within one year of the participation in the
programme, the probability of participants being unemployed proved to be the

;me than that of other people.
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Sometimes it is not a matter of lacking information or guidance to
make informed career decision, but the lack of qualities, attitudes,
skills or competences important to the employer which prohibits
young people from finding employment.

It is frequently encountered that employers state having problems
to fill their vacancies due to the lack of skilled labour and skill
mismatches

If young people have problems finding employment due to the
absence of such skills, Member States have developed a number of
policies to help them develop these capabilities.
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AT, |IE
Apprenticeships
Fostering .
Training scheme SI, DE,IT
Employability 8 -

Internships I[N (oA i}
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Strengths and Weakness

RIS that young people are May require a ‘culture change’ in
acquiring skills relevant to the countries where dual training is not
labour market currently embedded in the education /

training system
Permit employers to assess
competences of young people Difficult to engage employers in times of
crisis

Provide a second chance to return
to learning
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Aims and objectives: To provide an alternative form of apprenticeships as a
“safety net” for young people unable to find apprenticeships in companies. It
aims to overcome the significant gap between supply and demand of
apprenticeship places — “Apprenticeships Guarantee”.

Description: allows young people who are unable to find a placement at company
level to complete a full apprenticeship delivered by an accredited provider,
placing greater emphaisi on practical work experience and training in a company

Effectiveness: The measure is generally seen to be effective in engaging its
target group. The number of participants in the programme has increased
significantly over the years and some 16,107 young people participated in
2008/2009. Drops-out rete: 23%
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Some people might require additional support due to disability, but
also due to caring responsibilities, simply a lack of language skills or
due to special needs or coming from disadvantaged or immigrant
background.

Removing these barriers is therefore an important step in supporting
these young people in their (re)integration into education and
training, as well as employment
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Wage subsidies
Alternative/adapting training provision to
/ young disabled people.

Removing Employers incentives for facilitating
pract|ca| and employement of young people with dis.
logistical

barriers Language support measures for young migrants

x Facilitating mobility through support for transport

and accomodation

Childcare support
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Strengths and Weakness

Take account of the specific needs Can be more costly
of the young person, e.g. disability,
caring responsibilities etc

Specific training may not be recognised or
Encourage employers to take on valued by all employers

people they might not have
otherwise
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Aims and objectives: Enable young people to gain employment with the help of
the wage subsidy offered by the card.

Description: The Chances Card reduces the labour costs of employers recruiting
young qualified job seekers. The programme built on existing Finnish wage
subsidy schemes and offered a number of additional concessions for employers
over a period of 1.5 years.

Effectiveness: Chance card rearch its target group and In comparison to other
wage subsidies it performed better: For all national wage subsidy schemes
(of which the Chances Card is one part) it showed that only 21% of the
beneficiaries were still in employment 12 months after completing the
placement. This value is 36% for the Chance card.
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* The crisis hit all young people: the well educated are also at risk
of being unemployed

* The costs of the NEETs call for new policy action in support of
those not included in education or employment. However,

NEET sub-groups will require distinct forms of policy
interventions.

e Evaluation of policy initiatives for re-engaging young people
into labour market or education are not always existing.
Investing in effective and successful programmes is extremely
important, especially in times of austerity.

9_ - mam@eurofound.europa.eu
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Thanks!

http://www.eurofound.europa.eu/emcc/labourmarket/youth.htm

>
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