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Executive summary

Introduction

Young people’s transition into the labour market poses consid-
erable challenges. In Europe, the youth unemployment rate is
more than double that of the overall working-age population.
In 2005, the youth unemployment rate was 18.5% in the
EU-25, compared with the overall unemployment rate of
8.7% ('). This huge difference in unemployment rates has been
a repeated pattern over the last few years. For example, in
2004, the EU-25 youth unemployment rate was 18.9%, com-
pared with the overall unemployment rate of 9.1% ().

Youth employment rates are significantly lower than overall
employment rates. In 2004, the youth employment rate was
36.8%, compared with the overall employment rate of
63.3% (°). This was similar to the situation in 2003, when the
youth employment rate was 36.9%, compared with the over-
all employment rate of 62.9%.

EU Member States have therefore been experiencing deterio-
ration in respect of young people’s labour market situation,
although this trend has to be seen in the context of increasing
participation rates in general and tertiary education (*).

Large variations are, however, apparent at the level of individ-
ual Member States, with employment rates for young people
ranging from 20% in Lithuania to 66% in the Netherlands in
2004 (). In EU accession and candidate countries (Bulgaria,
Romania and Turkey), youth employment rates are low: 21.5%,
27.9% and 31.6% respectively in 2004.

Policy-makers have increasingly recognised the need to better
integrate young people into working life and society. This is
expressed in terms of addressing the vulnerability of young
people, developing solidarity between the generations in the
context of an ageing society, and equipping young people with
knowledge and skills appropriate for future economic and
labour market needs.

Eurostat, Labour force survey.
Eurostat, Labour force survey.
Eurostat, Labour force survey.
European Commission, Employment in Europe 2005.
European Commission, Employment in Europe 2005.

In spring 2005, the European Council adopted the European
pact for youth (). The pact calls for action in three areas:

e Employment, integration and social advancement;
e Education, training and mobility;
e Reconciliation of family and working life.

The EEO Autumn Review 2005 reports on the main measures
implemented to promote youth employment and education
(especially vocational education) in the countries covered by
the European Employment Observatory. The information below
provides a summary of the main actions taken in the various
countries. The full country articles that follow give a more
detailed overview of youth employment trends and policies.

Employment, infegration
and social
advancement

Policies implemented to sustain

the integration of young people
into the labour market and increase
young people’s employment

In Belgium, a key recent policy development has been the
adoption of the ‘Generation pact’ (October 2005). A number of
policy initiatives are envisaged, including economic incentives
for young people who want to combine school with work
experience and who follow special training programmes, and
early school leavers if they find a job within a certain period of
time.

Annex 1 of Presidency Conclusions of the European Council, Brussels, 22-23 March 2005 (7619/05).
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National reports on youth employment — 2005

One policy measure in Cyprus is aimed at young graduates of
secondary schools where only general education is provided.
The scheme involves a personalised assessment of an individ-
ual’s skills and interests and leads to a personalised action plan
intended to promote training and employment opportunities.
At the same time, general seminars and training schemes will
be run and young graduates will be placed in public and private
organisations to gain work experience. The scheme covers any
training fees and pays an allowance to participants.

Another policy move in Cyprus has been to help young people
who are new entrants to the labour market to access occupa-
tions with significant labour shortages. These programmes last
from 12 to 24 weeks and include practical training in industry.
They are offered by the public employment service (PES) in col-
laboration with relevant industry bodies.

Finland introduced a social guarantee for young people in
2005. All young people out of work are offered an education,
training or workshop place after no more than three months
of unemployment. This is a much more ambitious target than
the previous EU-level target that every young unemployed
person should be offered a new start before six months of
unemployment.

In Hungary, an unemployment insurance system is being intro-
duced to promote job searching. For the first three months of
unemployment benefit, its level will depend on the recipient's
last salary. In the following six months, the benefit is standard-
ised. People who find work during these six months will receive
half of the unpaid benefit as a bonus. The benefit is only avail-
able to those who actively seek work, and labour offices will
assist them with this more effectively.

In Latvia, youth-specific employment policies started to evolve
on receipt of European Social Fund money. The national Lisbon
reform programme for 2005-08 lists measures such as the pro-
vision of training places for unemployed young people, subsi-
dies for employment measures for unemployed young people
(training practice), and the provision of work placements during
the summer holidays for young people aged 15-18.

In the Netherlands, the youth unemployment task force
offers regional initiatives to create jobs, internships and
apprenticeship places for young people, as well as action days
to bring together regional actors. The Netherlands offers ‘JOB’,
a job-creation scheme for young people unemployed longer
than six months, for personal development and work experi-
ence. Also, unemployed people requesting benefits are given
work in low-paid subsidised jobs as an incentive to find regu-
lar work, in the “‘Work first' programme.

Poland introduced the ‘First work’ programme to prevent
graduate unemployment. All registered graduates participate

in active measures to find employment within six months of
registering as an unemployed person. Young unemployed peo-
ple can access all labour market services (employment agency,
EURES (European employment services), vocational guidance
and information, support in active job-search, the organisation
of training), and additionally — within the framework of the
programme — can attend group training and information class-
es. In addition, the ‘Alternative Il programme is aimed at
unemployed young people aged up to 25, and at university
graduates aged up to 27.

In Portugal, the ‘New opportunities initiative is intended to
provide new solutions for young people to access the labour
market, by raising compulsory education from 9 to 12 years of
schooling and engaging 50% of the secondary school popula-
tion in vocational and technological courses. As part of this, a
‘science and technology voucher' offers loans to students will-
ing to engage in science and technology university courses,
partially subsided by the state. The initiative aims to enable
students interested in science and technology to get higher
education qualifications.

In Slovakia, work experience/graduate practice is available to
jobseekers aged under 25 to help them acquire professional
skills and practical experience with an employer. In the first
nine months of 2005, labour offices concluded 8 923 agree-
ments with employers on 17 556 jobs for 22 732 young job-
seekers. A further active labour market policy (ALMP) measure
implemented in Slovakia is the training or retraining of young
jobseekers through education and training programmes, which
are tailored to individual needs. Jobseekers aged 15-24
accounted for 20% of all retrained unemployed people.

Also in Slovakia, the Labour Code introduced a new type of
employment agreement called the ‘Agreement on temporary
jobs for students’, which enables students to work up to half
the weekly working time.

In Slovenia, a system subsidising school leavers’ first jobs is
available, but only in regions with the highest unemployment
rates. Unemployed young people and first-time jobseekers can
attend motivation and orientation programmes, education and
training programmes, and public initiatives such as 'Pro-
gramme 10 000+".

The school workshops and employment houses in Spain are
work and training centres where unemployed people aged
16-25 receive vocational training combined with practical work
to improve their opportunities for entering the labour market.

In Sweden, programmes specifically designed for young peo-
ple have become more common. They mostly focus on work
experience, and local government plays a significant part in a
number of such schemes. However, evaluation of training that
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took place in the 1990s generally found few positive effects on
earnings and employment. In the 2006 budget, the Swedish
government announced the establishment of an additional
3 000 apprenticeships for unemployed people aged 20-24 who
lack a completed upper secondary education. During 2006, the
employment offices will continue to use general employment
support (recruitment subsidies) for young unemployed people
aged 20-24, starting as soon as they have been unemployed for
six months (compared with 12 months for adults).

The UK government has enthusiastically pursued active labour
market policies. Primarily, it has focused on supporting unem-
ployed young people into work through the ‘New deal’ pro-
gramme (which provides additional support to young people)
alongside the network of Jobcentre and Jobcentre Plus offices.
Set against the drive to get unemployed young people into
paid employment, the government has also been trying to
ensure that employees in the lowest-paid jobs are not exploit-
ed, by introducing a minimum wage and recently extending it
to include (at a lower rate) 16-17-year-olds.

Acceding country

In Bulgaria, youth employment measures focus mainly on
subsidised employment for periods between 6 and 12 months,
and in-house vocational training. Measures include appren-
ticeships and internships, hiring young people aged up to 29,
and hiring disabled young people. The number of young peo-
ple who are employed on completion of the subsidised
employment period is slightly decreasing. The main problem is
that labour market demand is for young people with low voca-
tional qualifications, which is a disincentive for young people
to complete higher levels of education.

Candidate country

In Turkey, the most significant initiative in ALMPs has been
the launch of an active labour market strategy in January
2005. Within this, a grant scheme called the ‘New opportuni-
ties programme’ has been developed. Around EUR 32 million
has been allocated to deliver extensive training and retraining
to target groups. The aim is to increase skills and boost
employment at local level. Unemployed young people are one
of the seven target groups in the most significant ALMP pro-
gramme in Turkey to date.

Improving the apprenticeship system

In Austria, the single most important pathway to employment
for young people is the apprenticeship system. In recent years,
however, demand for apprenticeships has significantly exceeded
the number of places offered, causing widespread concern. It is
likely that young people who do not get an offer of an

Executive summary

apprenticeship will abandon education altogether. A reform is
therefore being undertaken to make the apprenticeship system
more inclusive and to attract students of different academic abil-
ities. The reform process also includes the intention to work more
with social partners.

Providing apprenticeships is a key aim and emphasis of national
skills policy in France. The now well-established apprenticeship
system goes beyond the traditional sectors of crafts and con-
struction. Indeed, post-apprenticeship employment outcomes are
often better than those achieved through traditional education
routes, while also providing young people with financial autono-
my. The current objective is to double the number of apprentice-
ship entrants within five years. Apprenticeships are to be devel-
oped within large-scale companies and sectors that have not tra-
ditionally used them. In the public sector, a new scheme aims to
recruit 100 000 young people on a combined work and training
scheme. Additionally, the government has suggested opening up
access to apprenticeships to pupils aged 14.

The largely positive employment trends in Ireland, including
those for young people, mean that recent employment policies
have not been age-specific. There are, however, examples of
policies with direct relevance to youth employment, such as
the development of the apprenticeship system, which targets
younger age groups. Ireland has about 23 000 registered
apprentices. On successful completion of their apprenticeship,
apprentices receive a national craft certificate recognised in
other countries as well as in Ireland. The modular structure
allows for flexibility and cross-skilling, and helps to update
apprenticeships for future economic and business demands.
The apprenticeship system is generally considered to be high-
ly effective in developing young people’s skills.

In Italy, the number of apprenticeships grew from 284 000 in
1996 to 465 000 in 2003. The ‘new" apprenticeships are regu-
lated and implemented regionally. Inter-professional funds
have been established for continuous training. These are
financed from a compulsory levy on businesses, which is pro-
portional to payroll costs. Vouchers have been successfully
introduced in some regions to finance individual training, par-
ticularly for atypical or autonomous workers.

The role of the public employment
services

In Belgium, a comprehensive approach offers tailor-made coun-
selling and job-search plans for young unemployed people
before they have been out of work for six months. Recent evalu-
ation showed that this approach covers around 80% of young
unemployed people. It can, however, extend the period of unem-
ployment. Although ultimately the effect might be positive
because people find better jobs as a result of their increased
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skills, the evaluators recommended concentrating the approach
on those who are at risk of becoming long-term unemployed,
rather than involving unemployed people generally.

Denmark has a two-tier benefit system for unemployed peo-
ple, differentiating between those who are insured and those
who are not. Administrative responsibility for unemployed
people, including their participation in ALMP programmes, is
divided. The public employment service deals with insured
unemployed people, while non-insured unemployed people
are handled by local social service branches. During 2006-07,
the Danish public sector will be restructured and the PES and
parts of the local administration will be placed together in job-
centres. Differences will remain in income support systems and
the rules concerning participation in ALMPs.

In addition, Denmark has extended its ‘Youth unemployment
programme’. Originally, the scheme was only for young unem-
ployed people without a vocational education. After six months
of unemployment, they were given a (mandatory) offer of 18
months” education, with benefits equivalent to 50% of normal
unemployment benefits. This programme has now been extend-
ed to include all young unemployed people aged under 24.

In Estonia, the Labour Market Services and Benefit Act 2006
offers intensive job-search assistance to young people. Case
workers assess the skills and competences of unemployed
people, including their job-search ability. Case workers can
also develop an individual job-search plan. For disadvantaged
groups, including young unemployed people, more intensive
counselling is offered at the start of unemployment.

In Italy, the majority of active labour market measures have
been decentralised, especially apprenticeship programmes
and other training initiatives. The regions have maintained
strategic planning responsibilities, provinces manage the actu-
al activities, and public employment centres are responsible
for special training programmes for young unemployed peo-
ple. Regions and provinces have started to collect data on the
demand for skills and to monitor the transition of young peo-
ple from school to work.

In Lithuania, young people entering the labour market for the
first time are treated as a special group in need of additional
support, which takes the form of special employment pro-
grammes. Young people are given priority to participate in
vocational training, supported jobs and other labour market
policy measures. Local labour exchanges arrange special
measures focused on improving the vocational skills of this
group. Graduates of vocational schools, colleges or universities
are offered the programme, called the ‘Intensive integration
into the labour market and employment plan’, within seven
days of registering with the labour exchange. In 2004, 83.5%
of young unemployed people were offered ‘a new start” in the

form of training or other employment measures within six
months of their registration.

In Luxembourg, reforms are underway to modify existing
measures for stimulating youth employment. For example,
the newly proposed ‘employment support contract’ will be
signed directly between the young person and the public
employment service, giving the PES more direct influence
over matching candidates to employers. The new measure
will also place greater emphasis on the role of mentoring for
young people.

Malta’s PES offers a variety of short, competence-based train-
ing programmes for young people, such as the ‘Active youth
scheme’ (supporting work in the community), ‘Basic employ-
ment passport scheme’ (providing training in basic skills),
‘Bridging the gap scheme’ (oriented to those at greatest risk of
social exclusion) and others.

In Portugal, targets have been set to ensure that unemployed
people are offered a training opportunity before they reach six
months of unemployment. For those aged under 23 who have
not completed 12 years of education, training is offered before
three months of unemployment. Highly qualified young unem-
ployed people will also get support from the PES to produce a
personal employment plan, which will soon become mandato-
ry for all unemployed people.

In Spain, SISPE (sistema de informacion de los servicios publi-
cos de empleo) is a new tool provided by the national system
of employment. It assists the central and regional public
employment services to share basic and coordinated informa-
tion on active employment policies and unemployment bene-
fits. SISPE promotes a higher level of mobility among jobseek-
ers, equal opportunities and dissemination of information on
job vacancies. It also enables the national employment service
to share labour market information, manage and coordinate
the PES, and collate data.

Improving the situation of the most
vulnerable young people

The countries covered by this report are implementing a number
of policy measures to tackle the employment and educational
needs of vulnerable people, and young people in particular.
Issues arise for young people living in poverty, those who left
school without qualifications, young people in long-term unem-
ployment, those from minority ethnic communities, and young
migrants and refugees.

In Denmark, the ‘New chance for all’ policy seeks to integrate
unemployed people from ethnic minorities into the labour
market. It includes compulsory participation in general or
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vocational education for all young recipients of cash benefits
(aged between 18 and 25). If this offer is declined, recipients
lose their entitlement to receive benefits. Special programmes
(production schools) assist young people under 25 who have
not completed a youth education programme. The pro-
grammes also provide young people with qualifications that
can lead to completion of a vocational qualification.

In Estonia, wage subsidies are available for disadvantaged
groups in the labour market, among them young people aged
16-24. PES programmes focus on providing basic education and
training programmes for young unemployed people in specific
regions. To ensure access to education for children from disad-
vantaged families, free learning materials, school meals and stu-
dent accommodation are provided. In 2002, a boarding school
facilities programme was introduced for children from disadvan-
taged families. The school curricula and learning time have been
extended for children with special educational needs.

In France, individualised careers support for young people
began to develop significantly with the ‘Road to employment’
scheme introduced in 1997. This scheme targeted young peo-
ple who left school without qualifications or with very low
qualifications. It offered them personalised job-search support
over 24 months through socialisation, training and vocational
qualification initiatives. Its distinctive feature was a holistic
approach to getting young people into employment (employ-
ment, training, accommodation, health). An evaluation five
years later revealed that the scheme helped 7 out of 10 young
people to move into employment. However, it was found to
favour those who were better qualified. The scheme ended in
2002 and was relaunched under a different format.

In Germany, 15% of young people have no vocational train-
ing, are living on low incomes and have poor career perspec-
tives and a risk of high unemployment. Considerable efforts
have been made through the provision of additional training
places, school-based training and individual advice. For exam-
ple, disadvantaged young people are offered programmes of
social work, preparatory measures for vocational training,
integrated vocational training, and extension of the number of
places for dual training (a combination of company-based
training and schooling).

In Slovakia, the Ministry of Labour, Social Affairs and Family
links child allowances to school attendance. Pre-school facili-
ties and primary schools can obtain subsidies for meals and
school aids for children from families who are dependent on
assistance. Pupils from primary schools may also receive merit
scholarships. Secondary school scholarships are available to
students whose parents are receiving assistance; the
scholarships cover costs related to their school attendance.
'Zero classes’ have been established for children who do not
enter the first grade. The creation of teacher assistant posts
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attracted many Roma assistants, and their support decreased
truancy and drop-out rates. The government office for Roma
communities provides financial support to secondary schools,
individuals and university students to facilitate the education
of Roma students from disadvantaged households.

In Spain, the national Lisbon reform programme is committed
to providing specific employment, training and retraining to
any young person who has been unemployed for more than six
months. The ‘Social guarantee programmes’ are training pro-
grammes aimed at unskilled young people aged 16-22 who
face disadvantages. Programmes are also available to offend-
ers and young people with special educational needs. The
guaranteed minimum wage has been increased from EUR 451
per month to EUR 513 per month in 2005, and is specifically
aimed at improving wages for young people.

Acceding countries

In Bulgaria, a special programme assists the transition into
work of young people without parents. It includes a series of
complex measures on vocational motivation and counselling,
vocational training and employment, and the provision of
housing for this target group.

In Romania, the Ministry of Education has introduced ‘Second
chance’ programmes for people who want to return to learning.

EEA country

In Norway, labour market measures specifically target young
people and immigrants to encourage their entry into the
labour market. About one third of participants in active labour
market measures are 24-year-olds or younger. Introductory
benefits and a targeted induction programme are aimed at
immigrants and refugees. The aim is to help young people with
employment and to assist their integration into the country.

Encouraging employers and
businesses to display social
responsibility for the vocational
integration of young people

Governments across Europe are using a variety of measures
to encourage employers to participate more fully in integrat-
ing young people into the labour market. These measures
take the form of financial incentives, subsidies, tax breaks
and contributions to social security payments and wage
costs. Moreover, some countries have signed high-level
strategic agreements on providing training places, or are
encouraging a more widespread programme of placements
in enterprises.
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As part of reforming the apprenticeship system in Austria,
employers are given subsidies to recruit more apprentices than
has previously been the case. This should help to expand the
number of apprenticeship places on offer to young people.

As part of the ‘Generation pact’ (October 2005), the govern-
ment in Belgium will offer to reduce social security taxes if
employers engage poorly qualified young people.

Denmark has introduced a campaign to motivate small and
medium-sized enterprises (SMEs) to employ graduates by
offering wage subsidies to employers.

In Estonia, the Labour Market Services and Benefits Act 2006
offers apprenticeship schemes targeted at unemployed people
whose access to employment is restricted because of their lack
of work experience. Many young people fall into this category.
Private- and public-sector employers will supervise people par-
ticipating in this scheme, and will receive a financial incentive
for doing so. Apprenticeships can last for up to four months and
are restricted to eight hours per day and 40 hours per week.

The government in France created a ‘Youth at work contract’
in 2002. State aid combined with tax breaks were given to
companies recruiting poorly qualified young people. However,
as with the ‘Road to employment’ initiative (see above), the
scheme primarily benefited higher-qualified young people in
the eligible group. The scheme was subsequently revised in
2005 to provide greater incentives for less-qualified candi-
dates. The one-off financial aid was adjusted to levels of qual-
ification, and the scheme was opened up to young people
aged 16-25.

In Germany, employer associations, together with the Federal
Ministry for Economics and Labour, the Federal Ministry for
Education and Research and the Federal Labour Agency,
signed a national training pact in 2004. Employers promised to
offer 30 000 additional dual training places every year until
2006 and an additional 25 000 entry qualifications. It was
announced in September 2005 that the promised 2005 figures
had been achieved, though the number of trainees searching
for a training place was also significantly higher than in the
previous year. Nonetheless, these activities were not strong
enough to compensate for weak labour demand and the dis-
engagement of business from dual training.

Greece offers an employment subsidy programme for young
unemployed workers. The scheme targets 7 800 young people
aged up to 30. Firms recruiting these workers are entitled to
subsidies for 21 months. Employers are obliged to continue
employing the subsidised person for at least three months
following the expiry of subsidies. Evaluation studies of the
subsidy programmes indicate that a significant proportion of
participants (46%) continue to work with the same employer

after the end of the subsidy period. However, serious problems
associated with deadweight and substitution were revealed.

Another policy measure in Greece has been a programme of
placements in private- and public-sector enterprises. In the pri-
vate sector, the programme targets 5 000 young unemployed
people (up to age 30), helping them to acquire work experi-
ence. The majority of the posts are earmarked for young unem-
ployed women. Placements last for six months and employers
receive a subsidy.

In Hungary, legislative changes in 2005 targeted the reduction
of the tax burden for new entrants to the labour market, to
increase their employment prospects. Employers of new labour
market entrants receive a tax reduction for two years for entrants
under 25 who were not previously employed (for graduates, the
equivalent age limit is 30). If an employer takes on a new entrant
in a job appropriate to the entrant’s qualifications, the state will
pay 50-100% of the entrant’s salary for a maximum period of
360 days. The employer must agree to employ the entrant for a
period of at least 360 days. Businesses employing a new entrant
where the entrant has undertaken an apprenticeship with the
enterprise can receive a subsidy up to half of the minimum wage.

Italy has introduced incentives such as tax cuts and social
contribution reductions to businesses that hire workers from
disadvantaged groups. The measures include part-time hiring,
incentives to normalise atypical work contracts, incentives for
contracts that include training, and region-specific incentives
to address the employment needs of 15-24-year-olds.

In Malta, enterprises are entitled to fiscal incentives if they
create full-time jobs for young people who have been unem-
ployed for more than two years. Enterprises may claim deduc-
tions ranging from 65% to 200% of the wage cost. The higher
wage-cost reductions depend on whether the enterprise trains
the new worker. Over 70 employers and 3 300 trainees have
benefited from the scheme since 2002.

In the Netherlands, information centres and reporting of
problems concerning internships, apprenticeship places and
jobs have been initiated at employer organisations and the
Centre for Work and Income. Information centres also target
young people and their parents, giving advice on internships
and apprenticeship places. Fiscal incentives are available to
employers offering apprenticeship places. A recent measure
offers employers a subsidy of EUR 1 500 when they hire an
unemployed person without any starting qualifications, on
condition that they provide training. The ‘0&0 youth model’
prepares unemployed young people for an apprenticeship
place and guarantees them a job afterwards.

Portugal has strong incentives for companies to recruit young
unemployed people, with social security exemptions and wage
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subsidies. The new traineeship programmes (‘Inov-Jovem’ and
‘Inov-Contact’) include wage subsidies which allow companies
to integrate highly qualified young workers at low cost.

In response to the high rates of temporary employment in
Spain, the national Lisbon reform programme is considering
offering employers a discount scheme to increase fixed-term
contracts for young people. Additionally, the replacement con-
tract encourages businesses to recruit young people. Under
this scheme, a semi-retired worker is replaced by another per-
son who is either unemployed or working under a fixed-term
contract. Once the worker has fully retired, the relief contract
expires and the person holding the vacancy may work for the
company for as long as the vacancy exists. This initiative has
tax incentives for businesses.

Acceding country

In Romania, employment subsidies aimed at young graduates
are available to employers. The Unemployment Insurance Act
of 2002 turned the focus back towards young people (15-24-
year-olds) by including a series of ALMPs specifically aimed at
increasing their employability. Many of these measures are
subsidies granted to employers that recruit young graduates,
young people belonging to groups defined as ‘marginalised’,
or young people who have completed the national service.

Encouraging young people

to develop entrepreneurship
and promoting the emergence
of young entrepreneurs

Several countries covered by the EEO have reported measures
to encourage entrepreneurship among young people, includ-
ing provision of counselling and coaching activities, training,
start-up grants, subsidies and other support measures.

As part of the ‘Generation pact’ (October 2005), the govern-
ment in Belgium will encourage young people to become self-
employed. Young people will receive counselling and coaching
over a period of two years. During this time, they will receive
an allowance. If they want to start a business, they can apply
for an interest-free loan.

The government in Cyprus is running a programme to encour-
age self-employment among young people. The scheme is aimed
at people aged 20-39 not previously self-employed. It provides
training in setting up and running SMEs. Special emphasis is
given to SMEs in manufacturing, e-commerce and tourism.

In Estonia, business start-up grants are available to people
wishing to start a business, and an employment/wage subsidy
is available to employers who take on unemployed people.

Executive summary

In Italy, measures aimed at encouraging entrepreneurship and
self-employment include legislation to support business cre-
ation for young people in disadvantaged areas.

In 2004, only 3.6% of young people in Lithuania were self-
employed. A ‘National programme to promote self-employ-
ment for young people” is now in progress, implementing edu-
cation and training measures to promote young people’s self-
employment, including giving advice and other support. The
programme has the capacity to provide additional financial
resources for young people starting their own business.

Malta has an entrepreneurship scheme to generate economic
growth through self-employment. The first group of partici-
pants was admitted in September 2005. The PES provides
training, finance, mentoring and marketing support for partic-
ipants. Each client group is assisted through a specific tailor-
made programme. Participants are supported by mentors who
offer one-to-one business counselling, sharing of expertise and
networking. The subsidy to each participant is intended to help
in starting the business.

In Portugal, bureaucratic processes have been amended to
facilitate entrepreneurship, making it possible to formally start
a new company within a 24-hour period.

In Poland, the ‘Programme of professional activation for grad-
uates: first work — first business’ was launched in 2005 to pro-
mote business start-ups. Graduates are encouraged to start
their own business by applying for exemption from retirement
insurance contributions. In addition, the "Work for youth” pro-
gramme includes granting preferential loans from commercial
banks for financing the costs connected with starting a busi-
ness by young unemployed people, as well as preferential
loans for employers to create additional jobs for unemployed
young people.

In Slovakia, would-be entrepreneurs can apply for assistance
to regional advisory and information centres, entrepreneurial
innovation centres and first-contact centres, organised by the
national agency for SMEs. Regional advisory centres and inno-
vation centres provide advice on business legislation, draft
business plans, assist in partner searches, and organise work-
shops and seminars. First-contact centres operate in regions
with insufficient access to business infrastructure and provide
information to would-be entrepreneurs. Support for self-
employment and entrepreneurship are integral parts of
retraining programmes organised by labour offices.

In Spain, young people’s self-employment is encouraged
through regionally based tax deductions for people under 35.
There is also the ‘Seedbed’ initiative, promoted by the youth
institute, to foster and support the creation of enterprises
among young entrepreneurs and to spread entrepreneurship
and the creation of further employment. The Self-employment
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Statute aims to improve working conditions for self-employed
people. A free counselling service is also available to young
entrepreneurs under 35.

Acceding country

In Romania, business start-up grants are available to stu-
dents.

Education and training
policies

Ensuring that knowledge matches
the needs of a knowledge-based
economy

In Austria, the public employment service is responsible for
developing the skills of the 20% or so of young people who
leave the education system with too few skills to start a prop-
er career. Support services start immediately when students
leave the education system, and can take the form of subsi-
dies, special courses, advice and guidance or other measures.
Evaluations have shown that such services have raised the
rate of young people’s labour market participation.

As well as traditional general secondary school programmes,
Denmark offers students general upper secondary pro-
grammes that also include specialised vocational study (teach-
ing, health and agriculture). Initiatives have also been intro-
duced to help academic graduates to find employment, such
as including private-sector service providers in counselling
unemployed graduates, extra jobs for young researchers,
opening more positions for job training in the public sector,
and campaigns to motivate graduates to look for jobs in the
private sector.

In Estonia, state-commissioned study places are planned and
the emphasis is on strengthening links between educational
institutions and employers. The development of new curricula
will be in consultation with employers, who will also be
involved in managing schools through school boards and the
grading of final professional exams. To ensure that higher edu-
cation systems meet the qualification demands of the labour
market, the government is planning to launch doctoral
schools. These will concentrate the resources of higher educa-
tion and research institutions within Estonia, and will establish
stronger links with foreign institutions and industry.

The government in Finland launched the social guarantee for
young people in 2005. It aims to increase the proportion of

those moving to higher education (upper secondary school,
vocational training or voluntary additional basic education)
from 94.5% in 2003 to 96% in 2008. The targets will be pur-
sued by improving the content of basic education, tutoring
and counselling, developing student selection procedures and
introducing an online joint application system for secondary-
level education.

In France, 80 000 young people enter sixth grade not know-
ing how to properly read, write or count (around 10% of the
annual intake). For several years, numerous measures attempt-
ed to remedy this situation. A plan to combat illiteracy was
launched in September 2002, tackling children’s illiteracy at
the point of moving to secondary school. Diversified training in
secondary schools was introduced, with education routes
alternating between vocational training, work placements and
general education. Assistance is offered to young people at
risk of dropping out. The measures include pupil referral units
(which take in pupils whose relationship with education is bro-
ken) and open schools (which accept young people who are
unable to go on holiday outside term-time).

In Ireland, measures exist to link education and work experi-
ence. The FAS (national training agency) ‘National traineeship
programme’ aims to develop occupational skills, tailored to
the needs of Irish industry and local businesses. Traineeships
combine off-the-job training in FAS or FAS-approved training
centres with workplace training in the company. This dual sys-
tem provides the opportunity to apply skills and knowledge
learned in the training centre to the workplace. Traineeships
are aimed at new labour market entrants and unemployed
people.

In Poland, grants are available to develop communal informa-
tion centres, graduate careers offices and school careers cen-
tres. There are also mobile vocational information centres.
The mobile centres use two-person teams of vocational
counsellors supported by employment agency employees. They
provide an outreach service to young people in rural locations.

The government in Portugal has several programmes to pro-
mote the better integration of young university graduates into
working life. These programmes encourage innovation and
entrepreneurship by creating jobs for qualified young people
through traineeships in companies. A wage subsidy is available
to employers. An additional goal is to place young people in
strategic areas for the competitive development of SMEs. These
programmes should involve 25 000 young graduates by 2009.

Policies in Slovenia aim to increase the level of educational
attainment and modernise the curricula. New forms of voca-
tional and professional education are planned, including a
system of national vocational qualifications. This includes dual
system (apprenticeship) programmes — which only partially
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existed before — in secondary vocational education, and new
two-year post-secondary (non-university) professional schools.

In Slovakia, the pilot project ‘Completion of primary school’
for young jobseekers identifies the relevance of curricula and
study techniques alongside labour market or further education
requirements. School counsellors also have a role in providing
vocational guidance through assessing the relevance of school
profiles to the requirements of the labour market. In 2002,
enterprises regained the option to affiliate with vocational
education and training (VET) schools. Larger companies, typi-
cally with foreign investment, show greater interest in VET tai-
lored to their needs, in comparison with small enterprises.

In Sweden, the 2006 budget includes several new measures to
better adapt the education system. They include closer integra-
tion of pre-schools in the overall education system, and the
introduction of individual study plans and modern upper sec-
ondary apprenticeship training. Several measures are also
planned to better match vocational training to the demands of
the labour market, including closer collaboration at local level in
developing the content and orientation of vocational training.

The education system in the UK is on course for extensive
reform. In particular, emphasis is placed on changing the deliv-
ery of education to support the social inclusion of learners,
encouraging longer participation in learning and reducing the
skills gap through better-quality work-based skills learning.
Taking account of the differences in education systems across
the UK nations, this current education reform concerns prima-
rily the English education system.

Acceding countries

One of the main problems in vocational training in Bulgaria is a
mismatch between the supply of and demand for skills. This is
being addressed by decentralising vocational training and edu-
cation. A significant role is being given to tripartite regional
employment councils. A recently extended network of organisa-
tions also favours the decentralisation of vocational training.

In Romania, the National Adult Training Board has structured
its activities to provide recognition in the workplace for all the
knowledge and skills acquired by people throughout their
working lives. The important point is that recognition takes
place irrespective of the way in which knowledge and skills
have been acquired. Modular approaches to vocational train-
ing are also encouraged.

Candidate country
The vocational and technical education system in Turkey has

a strong organisational infrastructure and regional reach.
Being free, it is attractive to lower-income families.

Executive summary

Weaknesses are the lack of strategic planning by authorities,
the need to increase the efficiency of vocational training pro-
vision, and the need to build further institutes.

Addressing the problem of drop-outs
from the school system

Estonia has developed apprentice training programmes to
assist young people and early leavers into the labour market.
The focus is on young people without professional skills but
with general secondary education. Training includes work
experience in a company; this can amount to up to 65% of a
young person's time, depending on the sector and profession.

In June 2005, the government in Estonia gave people without
a general education, and above school-leaving age, the right
to attend vocational education institutions. Several possibili-
ties for flexible study have been developed (e.g. e-study) and
will be extended to disadvantaged groups in the labour mar-
ket. An extra year has been provided for basic school gradu-
ates with non-satisfactory results. A vocational counselling
and guidance system has also been implemented to help pre-
vent early school leaving and to support the smooth transition
from education into employment.

In Greece, various measures have been adopted to combat
school failure and restrict the number of drop-outs, such as the
establishment of all-day schools, support classes, evening
schools and second-chance schools. These measures introduce
flexibility into the school system and target young people who
need additional support.

In Ireland, an important recent measure to prevent early
school leaving has been the setting up of the National Educa-
tion Welfare Board (NEWB), a national agency with responsi-
bility for encouraging and supporting regular school
attendance. Specifically, the NEWB was established to ensure
that every child attends school regularly, or otherwise receives
education or participates in training. Other relevant initiatives
include the ‘School completion programme’, ‘Home school
community liaison scheme’ and the ‘Early school leavers pro-
gramme’.

In Italy, a comprehensive reform of the school system has
been undertaken. The aim is to reduce the number of early
leavers by improving the choices available to them and by link-
ing education more effectively to employers' needs.

Policies to improve educational outcomes in Spain include a
focus on combating early school leaving, to ensure that every
citizen achieves the highest level of competence. Specific train-
ing programmes will be available to people unable to complete
mandatory education, to help them enter the labour market.
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Access to regular vocational training will be improved, as will
the links between regular vocational training and providers.

In the Netherlands, account managers from the youth unem-
ployment task force support regional centres with responsibil-
ity for reporting and coordination regarding youth unemploy-
ment. The aim is to prevent early school leaving by drawing up
plans for improvements in the region. A further policy initiative
for reducing the number of early school leavers is financial
support for employers if they train such workers.

In Slovenia, policy measures focus on both preventing prema-
ture exit from secondary education and helping young people
who leave school without any qualifications. There is an
emphasis on vocational guidance, raising awareness among
teachers and placing the responsibility on schools to detect
potential early drop-outs. Employment policy measures intend-
ed for young people without any qualifications include offer-

ing them a second educational chance, or providing training to
better prepare them for job-search activities. There are also
specific projects for immigrant children.

To limit the negative effects of early drop-out from the educa-
tion system in Sweden, the government provides opportuni-
ties for young long-term unemployed people to complete their
upper secondary studies.

Acceding country

Overcoming the problem of early school leavers in Bulgaria
includes policies to improve the quality of school education,
enhancing access to secondary education, providing material
and social stimuli to attend school, and achieving a better
match between education and employers' needs. To increase the
attractiveness of school education, the content of curricula and
textbooks is being improved.
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The transition from school
to work in Austria:

do labour market policies
make a difference?

1. Intfroduction

Given the wide range of issues in the topic of youth employ-
ment, this article concentrates on the following three in the
Austrian context.

¢ Do all young people leave school well-equipped for their
working lives?

e Is a fairly stable transition from school to employment
ensured in Austria?

e Do labour market policies make a difference in integrating
Austrian young people into employment?

This article deals with both trends and policy responses to the
challenges that have arisen in the area of youth employment
in Austria.

2. Are Austrian young
eople wellequipped
or working life when
they leave the
education sysfem?

The top quarter of Austrian students do very well when leav-
ing school, the apprenticeship system or institutions of higher
education. However, the bottom quarter does not, and it is
easy to identify reasons for this. The results of the Pisa 2003
study (') showed that one in five Austrian students does not
reach a proficiency level in reading, mathematics and prob-
lem-solving which could be considered the minimum needed

() http://www.pisa-austria.at/pisa2003
()  http://derstandarddigital.at/?url=/?page=ArchivSuche

to cope with the demands of a modern working life. It would,
indeed, be a miracle if these 15-year-olds could progress
smoothly into further education or a stable job.

This problem is not new. A recent Unesco report (¥) put the
number of adult Austrians considered ‘functionally illiterate’ at
300 000. Another 300 000 are close to being functionally illit-
erate. Even if these figures contain an element of guesswork,
no independent education specialist has challenged the order
of magnitude of these figures in Austria.

When confronted with the Unesco illiteracy figures, the Min-
istry of Education pointed out that there is a budget allocation
for remedial courses for illiterate young people (°). However,
this annual allocation is EUR 650 000, which amounts to
around EUR 1 per illiterate person in a year.

Debates on education are very interested in best practices for
educating students considered to be potential high flyers and in
making the education system more cost-effective. In contrast, it
recently took strong public protests to ensure that the number of
teaching assistants who help immigrant students with language
problems was not cut for financial reasons. The recent political
debates on the poor PISA survey results for Austria show that
there is little political will to ensure that Austrian young people
do better in education than just the OECD average.

It seems that the Austrian government does not see education
as the single most important pathway towards working life. In
Austria, the duration of schooling a five-year-old can expect is
16.1 years. In contrast, it is 19.7 years in Finland and 20.4
years in the UK. The proportion of graduates of post-secondary
institutions in the age group 25-64 is 15% in Austria, 28% in
the UK and 33% in Finland.

Education is not at the top of the political agenda in Austria.
So it is not surprising that the expenditure on education as a
share of gross domestic product has actually been declining
over the years, from 2.7% in 1997 to 2.4% in 2005.

(®)  Press release: http://www.bmbwk.qgv.at/ministerium/pm/20050907.xml
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3. Is a fairly stable
transition from school
to employment ensured
in Austriae

A recent study of the birth year 1983 gives interesting insights
into the pathways to employment for Austrian young people (°).
This study covered around 108 000 women and men who were
aged 21 in 2004. About 92 000 of them were engaged in labour
market activities (employed or unemployed) in 2004. Only
16 000 were inactive for the whole of 2004, and of these only
2600 had never entered a properly documented employment
relationship.

Thus, by the age of 21, nearly every Austrian person has been
in contact with the labour market. These contacts vary in
frequency and intensity. Some young people start working
full-time after leaving school at 15. Others take up appren-
ticeships. Many young people just work during the summer
break to enhance their standard of living.

The single most important pathway to employment is the
apprenticeship system. About 4 out of 10 young people enter
an apprenticeship where work at the employer’s firm is com-
bined with formal schooling. Boys are more likely than girls to
become apprentices; the gender ratio among apprentices is
one girl to two boys.

Young people who enter apprenticeships rarely drop out pre-
maturely. They tend to stay within the system (not necessarily
with the same employer) as long as required. Several collec-
tive bargaining agreements acknowledge the fact of having
completed the required apprenticeship years — but not neces-
sarily taken the final exams — to claim a ‘skilled" status on pay
scales.

Although completion of an apprenticeship confers a specific
status of having occupational skills, young people frequently
cannot put their recently acquired knowledge to immediate
use. Fewer than half of those who complete their apprentice-
ship stay in the industry where they completed it.

This imbalance between supply and demand of graduates
from the apprenticeship system does not appear to concern
stakeholders. Neither employers (who offer the apprentice-
ships), nor trade unions (who represent the apprentices as
employees), nor the state (which runs the occupational train-
ing schools apprentices have to attend) seem to be concerned
with the high degree of occupational mobility of recent grad-
uates, caused by the lack of demand for their specific skills.

Instead, it is the imbalance between supply and demand for
apprenticeships that has raised concerns. At the end of each
school year, the number of young people interested in enter-
ing an apprenticeship exceeds by far the number of appren-
ticeships offered by employers, resulting in an apprenticeship
gap. The gap is bigger during the summer months, but does
not disappear during the winter months. During the third
quarter of 2005, some 7 200 more young people were look-
ing for an apprenticeship than there were places offered.

This gap worries parents and policy-makers alike, since it is
likely that the young people who do not get an apprenticeship
offer will abandon education altogether. They may well join
the ranks of those who, after dropping out of schooling, start
work as labourers without any specific occupational skills.
Their pay is low, and so is the stability of their job. Unemploy-
ment will be recurrent during their careers.

The birth-year study mentioned above showed that, among
the 20-year-olds, about 3100 (i.e. about 3%) had never
achieved employment, although they were registered as
unemployed. About 32 000 worked fewer than 182 days a
year. Of these young people, 7 400 had acquired an appren-
ticeship certificate. The figures for the 15-19 age group were
similar. About 16% in this age group had dropped out of
labour market activities altogether, one sixth were unem-
ployed and only half were employed (though not well-inte-
grated).

Against such evidence, it is possible to conclude that, for
about one in five young people, a stable transition from edu-
cation to working life is not ensured. This, incidentally, match-
es the figure derived from the Pisa study in 2003, which
showed that about 20% of 15-year-olds had not achieved the
level of competence required to succeed in the knowledge
society.

()  http://www.ams-forschungsnetzwerk.at/ Synthesis Research (2005) In Beschéftigungsféhigkeit investieren. Orientierungs-
daten fiir die dsterreichische Arbeitsmarktpolitik Berichtsjahr 2004.
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4. Do labour market
policies make a
difference in infegrating
young people into the
employment system?

The evidence cited above shows that about 20% of young
people in each birth year leave the Austrian education system
with too few skills to start a proper career (). In Austria, the
public employment service (PES) (Arbeitsmarktservice Oster-
reich) has taken responsibility for this group. The PES concen-
trates a large share of its resources on the 15-24 age group.

The birth-year study mentioned above shows that nearly half of
those aged 21 (i.e. birth year 1983 in 2004) had received serv-
ices from the PES in preceding years. Nearly one in four of these
young people had received documented services, support or
subsidies during four or more years since entering the labour
market. This shows that the PES considers support for such peo-
ple a task to be continued, if necessary, for a long time.

The services offered start inmediately when students consider
leaving the education system. Social networking is sufficient
for half of all the young people (and their parents) to find an
appropriate offer when looking for an apprenticeship place.
The other half register with the PES, with firm expectations
that the PES will find a suitable place.

Whenever the PES fails to place an apprenticeship seeker, it
offers a special occupational course in which participants earn
credits for their prospective apprenticeship career proper. This
guarantee is called the safety net. It was conceived at the
same time as the European employment strategy.

As the number of participants in safety net programmes kept
rising, it became clear that the public guarantee of an occupa-
tional education place for all early school leavers had to be
complemented by a more general approach. The government
created the highly visible position of Apprenticeship Commis-
sioner. The first commissioner, Mr Blum, proved very effective
in building coalitions among social partners and the govern-
ment in order to speed up reform and raise funds.

The transition from school to work in Austria: do labour market policies make a difference?

Rejuvenation of the Austrian apprenticeship system has
evolved from several strands of thinking:

e The apprenticeship system has to be inclusive rather
than exclusive. It must offer a variety of options to inte-
grate even those who start from a very disadvantaged
position.

e Asmuch as the apprenticeship system should attract early
school leavers, it should also attract participants with a
substantial potential for academic learning. This can be
achieved by offering a special apprenticeship option for
those who want to pass the standard university entrance
exams (‘matura’) along with their occupational education
exams. Reaching out to very able students is an important
part of the strategy to avoid negative perceptions of the
apprenticeship system.

¢ To maintain a high social and occupational status for the
apprenticeship system, it is necessary to encourage
employers to offer as many apprenticeships as possible.
Only if employers see themselves as providing an impor-
tant contribution to the community they live in will the
apprenticeship system engage their attention.

e At the same time, economic incentives should help the
system to expand. Starting in autumn 2005, employers
will get a special subsidy when taking on more appren-
tices than last year. The subsidy amounts to EUR 400 per
month for the first year, EUR 200 for the second and
EUR 100 for the third year. This subsidy is expected to give
2 000 school leavers an additional chance to enter an
apprenticeship.

This apprenticeship scheme is only one of many programmes
offered by the public employment service to young people
who face difficulties in managing the transition from school to
work.

Since half of young people in each birth year receive a docu-
mented service by the PES, it is worthwhile asking whether
this service makes a difference. A recent study looked into this
issue for the birth year 1984 (which means that these results
are directly comparable to the study mentioned above) (*2).

The evaluation study used a control-group approach to
analyse the impact of the different measures applied by the

(")  http://www.ams-forschungsnetzwerk.at/ Synthesis Research (2005) In Beschéftigungsféahigkeit investieren. Orientierungs-
daten fiir die dsterreichische Arbeitsmarktpolitik Berichtsjahr 2004.

(")  Synthesis Research (2005) Trdgt das Arbeitsmarktservice zur Gleichstellung von Frauen und Ménnern bei?
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public employment service. It came up with several encourag-
ing results, particularly the following:

e The PES services and support system increased the labour
market activity of participants (compared with the control
group). This effect was strongest for those who did not even
start an apprenticeship programme. At the age of 21, about
90% of the PES clients had documented labour market
activities, compared with about 17% of the control group.

e Strong effects on social inclusion and gender mainstream-
ing are discernable in the whole portfolio of youth-orient-
ed measures by the public employment service.

To sum up, labour market policies do make a difference in inte-
grating young people into employment and in compensating
for failures in the education system. The public employment
service has become a major organisation for implementing
youth-related programmes. This is a telling fact about the
importance of labour market policies in Austria.
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Youth employment in Belgium

1. Main trends

1.1. Employment

In Belgium, the employment rate of younger people (28%) is
considerably lower than that of the overall rate for those
aged 15-64 (60%). The overall employment rate increased
slightly between 2000 and 2004 for the 15-64 population
(Table 1). For the 15-24 age group, the opposite tendency was
the case: the proportion of employed people decreased from
29% to 27.8%. This was because of a decrease in employ-
ment rate for men under 25, from almost 33% to 30%.
The number of working young women has increased slightly
since 2000.

In Belgium, part-time work is much more widespread among
young women than among young men (Table 2). Temporary
work is also more widespread among young women, though
the gender difference is less prominent.

Figure 1 shows that the employment rates for young people who
are no longer in education increase with the level of education.

Overall, there are important sectoral differences in younger
people’s employment compared with the whole active popula-
tion. Table 3 shows that the tertiary sector is the most impor-
tant employer of young people. More than half of them work
in this sector, compared with 42% of the entire population.
Young employees, and particularly women, are mostly
employed in retail, a sector with a significant turnover of
employees and relatively low wages ().

Table 1: International Labour Organisation (ILO) employment rates by sex and age in Belgium

15-64

15-24

Females
Males
Total
Females
Males

Total

2000 2004
50.8 52.6

69.3 67.9
60.1 60.3
25.2 254
32.7 30.1

29.0 27.8

Source: NIS EAK (processing Steunpunt WAV).

Table 2: Part-time work among employed people aged 15-24, Belgium, 2004

Share of part-time Cannot find
work full-time work
Females 30.1 51%
Males 11.6 27%
Total 19.9 44%

Source: NIS EAK (processing Steunpunt WAV).

Reasons to work part-time

Combination Combination Other reasons
work/study work/private
10% 13% 25%
37% - 31%
19% 1% 27%

(®)  Vermandere C. (2004) in Steunpunt WAV-SSA, Reeks de arbeidsmarkt in Vlaanderen, Jaarboek editie 2004, Leuven.
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Figure 1: ILO employment rate by highest level of education attained by non-students,
15-24-year-olds, Belgium, 2004
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Source: NIS EAK (processing Steunpunt WAV).
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Table 3: Employees by sector, sex and age (18-64), Belgium, 2004

18-24 18-64
M Total Total
Primary sector 2.0 1.4 0.8
Secondary sector 34.6 232 25.1
Tertiary sector 51.6 58.2 54.6 42.3
Quarternary sector 11.9 31.8 20.8 31.7

Source: RSZ 2004, processing Steunpunt WAV.

1.2. Unemployment

The unemployment rate for people aged under 25 is consider-
ably higher than that for the overall active population aged
15-64 (Table 4). During 2000-04, the rates increased for both
groups, but particularly for young people. The most significant
growth in the unemployment rate was for men under 25. Their
rate of unemployment increased from 15.3% in 2000 to
20.2% in 2004, and is approaching the figure for women. The
unemployment rate for young women has increased by two
percentage points since 2000.

Figure 2 shows monthly fluctuations in the number of unem-
ployed jobseekers aged 18-25 registered with the public

employment services (PES). The graph shows a considerable
increase in numbers in 2004. However, this trend declined in
the last months of 2004. This decreasing trend continued in
2005, but until June 2005 the numbers still remained above
the 2003 level. From June 2005, the number of unemployed
people dropped below the level of the previous two years.

In 2004, an average of 136 968 unemployed jobseekers in the
18-25 age group was registered. This was 5 351 more than in
2003. In 2005, the number of unemployed jobseekers dropped
to 133 156, a decrease of 3 812 compared with 2004.
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Table 4: ILO unemployment rates by sex and age, Belgium, 2000 and 2004

Females
15-64 Males
Total
Females
15-24 Males

Total

Source: NIS EAK (processing Steunpunt WAV).

2000 2004
8.8 9.6
5.8 7.6
7.1 8.5
20.4 22.4
15.3 20.2
17.5 21.2

Figure 2: Number of unemployed jobseekers in Belgium registered with the PES
(aged 18-25)

170 000
160 000
150 000
140 000
130 000
120 000
110 000

100 000
Jan Feb Mar Apr

Source: Belgostat, Nationale Bank van Belgié.

1.3. Transition from school
to labour market

Figure 3 shows that until the age of 19, most young people
participate in some kind of regular education. This is not sur-
prising, since education is compulsory in Belgium until the age
of 18. Once over 18, young people’s participation in education
decreases significantly, especially for men. For most young
people, the transition to the labour market occurs around the
age of 20. At the age of 25, only a fraction of young people are

——2005

Jul Aug Sep Oct Nov Dec

still studying, and the difference between the sexes is negligi-
ble. The chances on the labour market, especially for women,
are strongly influenced by the level of educational attainment.

Figure 3 also shows that Belgian young people hardly ever
combine their studies with a paid job. In an international
context, Belgium has been classified as a ‘country with a
mean duration in education, not frequently combined with
work” ().

()  OECD, Education at a glance 2005, Table C4.2a, figures from 2003.
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Figure 3: Labour market status of young people, by age and sex, Belgium, 2004
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Source: NIS EAK (processing Steunpunt WAV).
Table 5: Early school leavers (aged 18-24) in Belgium, 2000-04
2000 2001 2002 2003 2004
Females 11.0 1.3 11.0 11.6 10.8
Males 16.4 16.2 171 16.9 15.4
Total 13.8 13.8 14.1 14.3 13.1

Source: NIS EAK (processing Steunpunt WAV).

1.4. Early school leavers

Education is a significant determinant of young people’s per-
formance in the labour market. An important indicator for this
is the proportion of early school leavers — the number of peo-
ple ending their studies without graduating in upper secondary
education. Men face a higher risk of leaving the education sys-
tem without qualifications, compared with women (Table 5).

Recent research (°) shows that early school leavers need much
more time (16 months) to become integrated into the labour
market than their qualified peers (seven months). Early school
leavers do not participate in further training courses, which
means that they do not succeed in eliminating their education-
al deprivation in the long term.

1.5. Current debate

The youth unemployment situation is the focus of ongoing
debate about the ‘Generation pact’ policy initiative. The funda-
mental question is why older workers should be obliged to
work longer if so many young people are still unemployed and
condemned to become long-term unemployed. In their protest
against the ‘Generation pact’, trade unions explicitly criticised
the lack of serious initiatives to fight youth unemployment and
create employment for young people.

(") SONAR studies the transition from education to the labour market. It relies on the collaboration of researchers from
different disciplines, and the administrative and scientific coordination is done by Steunpunt WAV.
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2. Measures taken
to promote youth
employment

2.1. Education and training policies

In Belgium, the communities are authorised to organise edu-
cation and training policies. The Flemish Minister for Work,
Education and Training started a campaign (‘Accent on talent’)
to reorganise secondary technical and vocational education.
The private industrial and service sectors are encouraged to
cooperate closely with schools to reassess the appeal of tech-
nical and vocational training programmes at secondary school
level.

The Walloon and Flemish governments are aware that compe-
tences are more and more important for entering and remain-
ing in the labour market. Hence they are working to certify
knowledge and competences acquired both formally and
informally (e.g. on-the-job training) and ensure that these are
recognised in a formal way, described in an individual compe-
tence portfolio and taken into account in the process of job
counselling, finding employment and recruitment at company
level. The public employment services, organised regionally,
have built competence training centres and are working out
job profiles where the relevant formal and informal compe-
tences are clearly described. Together with the social partners,
they are trying to translate these job profiles into educational
profiles that can be used in technical and vocational training
programmes at secondary and high school level.

2.2. Labour market and employment-
related policies

To promote and enhance the employment of young people, the
Federal Minister for Work has asked the social partners to con-
sider whether combating unemployment should be added as a
new reason and ground for companies to hire people through
temporary work agencies.

In compliance with the European employment strategy (EES),
the regional employment services started a comprehensive
approach that offers tailor-made counselling and job-search
plans for young unemployed people before they reach six
months of unemployment. Recently, this approach has been
evaluated (*). The evaluation estimated that around 80% of
unemployed young people are now covered by the compre-

() http://www.meta.fgov.be/news/EvaluatieVl.ppt

Youth employment in Belgium

hensive approach. This means that of 100 new unemployed
young people, 20 become long-term unemployed (after six
months) without having been offered a special action. The
evaluation considered this to be a good result. It also made
clear, however, that the comprehensive approach is a means to
an end — to have less people in long-term unemployment.

The evaluation also assessed the success of the approach in
combating unemployment. It concluded that participation in
the comprehensive approach usually extends (instead of short-
ening) the period of unemployment. This might not necessarily
be a negative effect. If someone finds a better job because of
the training they have undertaken, it has been worthwhile. The
evaluators recommended using the approach more selectively,
as large-scale active labour market policies are hardly ever
efficient. They proposed first selecting those unemployed peo-
ple who are at risk of becoming long-term unemployed, rather
than involving everyone in a comprehensive approach.
Regarding young unemployed people, the evaluators explicitly
criticised the Flemish rule of starting counselling for those
aged under 25 within their first three months of unemploy-
ment. Since young people are highly likely to return to work
quite quickly, the evaluators advocated raising the three-
month period to 12 months.

In July 2005, the federal government decided to make tempo-
rary student work more flexible. In July and August, when
schools and universities are closed, students can do temporary
work for 23 days maximum. For that period, the student and
the employer pay lower social taxes. Students may now also
work an extra 23 days during the school year, after school
hours, with a similar lower social taxes arrangement.

To improve and increase the employment of young, low-skilled
people, the recently announced ‘Generation pact’ (October
2005) contains a number of different measures:

e Young people who want to follow ‘alternating learning’ (")
will receive a start bonus. After the first and second year,
they will receive a bonus of EUR 500; after the third year, if
they complete their yearly apprenticeship successfully, they
will receive EUR 750. Employers who create apprentice-
ships for these young people will also receive a bonus
(comparable with the start bonus).

¢ Young people who follow the so-called ‘seventh year’ of
vocational training at secondary school level are also
allowed to receive an educational allowance when they
take ‘Individual professional training’, a special six-month
shop-floor training programme organised by the PES.
Employers receive a subsidy in exchange for employing

() A combination of half-time courses at school and half-time work placements.
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the young people if they have successfully completed the
individual training.

e Early school leavers will receive a special subsidy (the
equivalent of six months’ unemployment allowance for
school leavers) when they find a job within 21 months of
leaving school.

e The ‘standard’ reduction of social security taxes that
employers receive when they engage low-qualified young
people is being increased from January 2006. The reduc-
tion of EUR 1 000 will be granted for 16 quarters instead
of eight. After 16 quarters there will be a reduction of
EUR 400 until the age of 26. This reduction is also grant-
ed if young immigrant workers and young disabled work-
ers are engaged.

e The proportion of ‘start jobs’ (also called ‘Rosetta plan’
jobs) will be doubled from 1.5% to 3% of the total
employment in private enterprises. In addition, govern-
ment bodies will raise their efforts to achieve the 3%
‘Rosetta’ commitment. For this purpose, 10% of all vacan-
cies in government bodies should be filled through ‘Roset-
ta jobs’.

e Within the non-profit sector, 1 500 extra jobs will be cre-
ated for low-qualified young people.

e Young people will also be encouraged to become self-
employed. They will be counselled and coached over a
period of two years. During this time, they will receive
their ‘waiting allowance’ (a special form of unemploy-
ment benefit) and an allowance for expenses of EUR 375
a month. If they want to start a business, they can apply
for an interest-free loan of EUR 4 500 (maximum).

The Walloon government has launched a major economic
reform programme, the so-called ‘Marshall plan’ for Wallonia.
Stimulating youth employment and improving the quality of
education and training are among the plan’s priorities.

The Flemish government has launched a programme to tackle
youth unemployment in those cities where unemployment
rates are extremely high (more than 20%), such as Antwerp,
Gent, Mechelen and Leuven — 13 in total. The Flemish govern-
ment has made available a total budget of EUR 6.1 million to
encourage specific, targeted, tailor-made job counselling to

low-skilled unemployed people. EUR 4.5 million is available to
invest in jobs in the social economy. All the actions will be
specified in a contract (a covenant) between local authorities,
local social partners, the local PES and the government.

3. Roles of the labour
market actors

Educational policy and labour market policy are both region-
alised in Belgium. This means that the regional governments
are responsible for the public employment services. The social
partners are represented at the PES board, and play a role in
organising the process of finding employment. Regional con-
sultation bodies between the government and social partners
have been established; employment and labour market policy
matters are discussed and negotiated. Trade unions and
employers’ organisations are also strongly involved in discus-
sions concerning the EES and Lisbon reform plan objectives at
federal and regional level. Social partners have also been
strongly involved in discussions on the recognition and certifi-
cation of acquired competences.

4. Conclusions

The employment rate for younger people (28%) is considerably
lower than that for the overall working-age population (15-64)
(60%). Over recent years, it has also decreased slightly.

It is doubtful whether the proposed measures to boost youth
employment will be successful. Some measures, like the start
jobs (also called ‘Rosetta plan’ jobs), are repetitions of previ-
ous policy measures. Until now, the ‘Rosetta plan’ has not
been successful in either private enterprises or the govern-
ment. The government has now promised to increase its own
efforts, as it could not meet the target rate of having 1.5% of
‘start jobs' (under the Rosetta plan) in the total employment in
private enterprises. It is questionable as to whether the incen-
tive of a start and successful completion bonus in the appren-
ticeship system will entice young people. Finally, it is also ques-
tionable whether support for self-employment is the appropri-
ate way to engage ‘the average youngster’ to make a success-
ful start in the labour market.
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Youth employment in Cyprus

1. Infroduction

Youth unemployment in Cyprus has not been a problem of the
magnitude experienced in other EU countries. One reason for
this is the tremendous investment in human capital that has
been occurring in Cyprus. The fact that youth unemployment is
not an enormous social and economic problem means that rel-
atively few government programmes are directed specifically
at young people.

2. Trends

The Republic of Cyprus (*®) has, for a number of years, enjoyed
a strong record of economic growth. The annual real growth
rate in gross domestic product in the period 1979-96 was
5.7%. More recently, growth rates have been lower, but never-
theless remain higher than in the rest of the EU. In the light of
this record, employment rates have been high and the 2006
national targets are higher than the Lisbon 2010 employment
targets. The actual employment rates are very close to the Lis-
bon targets.

A consequence of this strong economic performance has been
a generally satisfactory record of employment and unemploy-
ment rates, including those of young people.

Education up to the age of 15 is compulsory, and 99.7% of
graduates of compulsory education (the ‘gymnasium’) contin-
ue to further studies: 86% to general education and 14% to
vocational and technical education. Furthermore, 80.1% of
people aged 20-24 have completed a ‘lyceum’ or equivalent
(upper secondary education to the age of 18). The comparable
EU figure is 75.5%. There is very little interest in apprentice-
ships — only 1.5% of the upper secondary population. Some
two thirds of upper secondary graduates go on to tertiary edu-
cation, two thirds of them abroad and the rest in Cyprus. Near-
ly one third of the labour force has tertiary education (*°), while
the comparable figure for the EU is about one fifth. However,
the percentage of people aged 25-64 who participate in fur-
ther training is, at 9.3%, lower than the EU average of 9.9%.
It is clear that interest in education has been very high, and
this is particularly the case for general or professional educa-
tion.

Table 1 in the Annex to this article shows harmonised unem-
ployment rates for young people. The rate is roughly twice as
high as for the labour force as a whole. However, given that
the unemployment rate in Cyprus has been generally low,
young people’s experience has not been as difficult as that of
their peers in other EU countries. The unemployment rate for
Cypriot young people was 11.3% in 2004, compared with
18.7% in the EU-25 and 31.7% in the 10 new Member States
(NMS-10). The 2004 unemployment rate for Cypriot young
men and women was 10.3% and 12.3% respectively, com-
pared with 4.1% for men and 6.5% for women in the labour
force as a whole.

Table 2 (see Annex) presents seasonally adjusted harmonised
unemployment rates by age on a monthly basis. The har-
monised unemployment rate for young people in Table 1 hides
an important adverse trend. During 2004 and 2005, the unem-
ployment rate of Cypriot young people increased continually:
10.7% in January 2004 and 13.4% in January 2005. It rose fur-
ther during the summer months of 2005 (despite being sea-
sonally adjusted), and in October stood at 13.4% (compared
with 12.3% in October 2004). By contrast, the unemployment
rate for the EU-25 has been steady or falling, and has been
falling in the NMS-10.

Table 3 (see Annex) provides monthly data for young people by
gender. For both men and women in the EU-25, and in the new
Member States in particular, unemployment rates have gener-
ally been declining, whereas in Cyprus they have been increas-
ing. This record of rising unemployment has been taking place
while the labour market has been absorbing very large num-
bers of foreign workers from third countries and the EU, and
Turkish Cypriots from the north. Legal foreign workers now
amount to about 15% of gainfully employed people, while
legal and illegal workers together amount to about 25% of
gainfully employed people.

Young workers in Cyprus are highly educated and have bene-
fited from the generally low unemployment rate that has pre-
vailed until recently. While their unemployment rate is higher
than that of older workers — as in the rest of the EU — this has
not been seen as a major labour market problem. There are
few people with low skills, and they can easily be employed.

A more serious problem exists for those with high qualifica-
tions who search longer for a suitable job. This adverse

(")  Figures below refer to the government-controlled area in the south. Since 23 April 2003, when the administration in the
north allowed Turkish Cypriots to work freely in the south, economic growth in the north has been even higher than that
in the south, and considerable convergence in per capita income has occurred.

(™)  This does not apply to older generations.
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experience is softened by the fact that interim employment
can generally be found, and strong social and family networks
support young people during the job-search process. Govern-
ment policies encourage reorienting the service sector towards
the provision of high-skilled services (such as education, med-
ical services, business consulting). The trend of rising unem-
ployment is too recent to fully explain, and policy design has
not as yet taken it on board (¥).

The trends described above have conditioned the focus and
design of labour market policies aimed specifically at young
people.

3. Measures to promote
youth employment

3.1. Formal education
and initial training

The government is strongly involved in the provision of com-
pulsory (primary and gymnasium) and further secondary
(lyceum or technical schools) education in Cyprus. A number of
private primary and secondary education schools also exist.

Technical schools offer a range of vocational specialisations.
They, in association with the Human Resources Development
Authority (HRDA) (%), also run the apprenticeship scheme
designed for 15-year-olds. Apprentices are employed in indus-
try and receive general education and vocational training, on
a day-release basis, for two years. Employers participating in
the scheme are refunded the wages paid to trainees during the
apprenticeship period. The programme combines technical
training with practical experience in industry, and aims to facil-
itate the transition from schooling to the workplace. The
scheme is facing problems in that it is not considered a good
professional choice and is shunned by young people and by
young women in particular.

Tertiary education institutions are run both publicly and pri-
vately. Students at these post-secondary institutions, and stu-
dents studying abroad, are entitled to a government subsidy
which is paid regardless of income or need. It is estimated that
the annual cost of this subsidy is in the region of CYP 35 mil-
lion (about EUR 60 million).

3.2. Further training and labour
market schemes

Beyond the help provided to young people through formal
education and initial training programmes, a number of other
schemes are in place.

Since July 2004, the Ministry of Trade, Industry and Tourism has
been running a programme to encourage self-employment
among young people. In 2005, it was budgeted to cost CYP
400 000 — about EUR 680000 (National Action Plan for
Employment 2004-06, pp. 16-17). The scheme is aimed at peo-
ple aged between 20 and 39 not previously self-employed. It
provides training in setting up and running small to medium-
sized enterprises (SMEs). Special emphasis is given to SMEs in
manufacturing, e-commerce and tourism.

Another scheme aimed at young people will run over the peri-
od 2005-08. It is expected to involve about 600 individuals
and to cost HRDA some CYP 600 000 (about EUR 1 020 000).
The scheme is aimed at young graduates of secondary schools
where only general education is provided. Graduates are not
supposed to have had work experience of more than nine
months. The scheme will involve a personalised assessment of
an individual’s skills and interests, leading to a personalised
action plan for information, training and employment oppor-
tunities. At the same time, general seminars and training
schemes will be run. Young graduates will be placed in pub-
lic- and private-sector organisations to gain work experience.
The scheme will cover any training fees and will pay an
allowance to participants.

Another set of programmes helps new entrants into the labour
market to access occupations with significant labour short-
ages. These programmes last from 12 to 24 weeks and include
practical training in industry. They are offered by HRDA in col-
laboration with the Higher Hotel Institute and the Cyprus Pro-
ductivity Centre.

HRDA also offers programmes aimed at facilitating the transi-
tion into the labour market for students of the Higher Techni-
cal Institute, the Higher Hotel Institute, and the hotel sections
of technical schools. Funding for certain accelerated pro-
grammes covers the cost of training, a weekly allowance to
trainees and subsidies for enterprises employing the trainees.
Financial assistance is provided to employers during students’
practical training, depending on the programme and the
branch/sector attended.

(*)  Itis conceivable that Cypriot young professionals are now facing increasing competition from EU colleagues, who are free
to work in Cyprus (since 1 May 2004). There is insufficient statistical information to assess this.

(*)  The HRDA is a semi-governmental organisation financed by contributions made by all private and semi-governmental
organisations, amounting to 0.5% of their payroll. It is the main actor in the field of training beyond the formal educa-

tional system.
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4. Problematic features
of youth employment

Although adequate statistical information is not available, it is
likely that the higher unemployment rate of young people rel-
ative to other workers is due to the extended search required
to find a good match between their post-secondary training
and the needs of the labour market. In many EU countries the
term ‘over-education’ has crept into public discussion, but this
has not been the case in Cyprus, for several reasons. First,
recent Cypriot history has increased perceptions that human
capital is portable while physical capital is not. As a result,
more investment in human capital has occurred than would
otherwise have taken place. Secondly, the strategic reorienta-
tion of the service sector away from cheap tourism to higher
value-added activities makes investment in human capital sen-
sible. However, there is a tendency for students to flock into
certain areas of specialisation, with a resulting oversupply; for
instance, a number of young people have been preparing
themselves for careers in finance when the financial sector has
been shrinking. Thirdly, the increasing unemployment rates
noted earlier are very recent and have not as yet been
assessed.

Issues relating to social stigma also discourage young people,
particularly young women, from trade professions. Electricians,
plumbers, carpenters and other trade people tend to be menin
most EU countries, but this is particularly so in Cyprus. The
apprenticeship system and vocational qualifications need to
be revamped and given more prestige.

In Cyprus, flexible forms of employment which are sometimes
synonymous with low-quality jobs are not widespread. This
means that young people are not ‘trapped’ in such jobs. In
fact, the absence of flexible forms of employment may be
pushing young graduates from tertiary education into a longer
search for difficult-to-attain but sought-after positions. More
flexibility would probably help young people, allowing them to
be at least partially employed while they search for a job.

Youth employment in Cyprus

5. Conclusions

In Cyprus, youth unemployment has not been the problem
experienced in some EU countries. However, over the last year
or so, the youth unemployment rate has been increasing.

Though good statistical information is not available, the fact
that one in four or five gainfully employed people is an
unskilled foreign worker suggests that the amount of youth
unemployment experienced by Cypriots may be due to the
prolonged search by post-secondary graduates for suitable
jobs that match their skill levels. The extraordinary interest in
investing in human capital, combined with delayed responses
to changing labour market needs for personnel in certain
fields, is consistent with this hypothesis. It is also likely that
Cypriots with post-secondary qualifications are facing increas-
ing competition from similarly qualified EU nationals. This may
explain the recent rise in youth unemployment.

A better ex-ante assessment of training needs might therefore
be beneficial. The planned reorientation of the service sector
towards high-skilled services justifies continued attention to
investment in human capital, but also calls for more careful
decisions on tertiary training. It is also the case that good
livelihoods can be enjoyed in vocational areas if these can be
made more attractive to young people.
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Table 2: Harmonised unemployment rates, monthly data (SA), by age

Total 0-24 25+
EU-25 NMS-10 = Cyprus EU-25 NMS-10  Cyprus EU-25  NMS-10  Cyprus
2002 Aug. 8.8 14.8 3.8 18.2 322 9 7.4 12.3 3.1
Sept. 8.8 14.8 3.8 18.2 323 9.3 7.4 12.3 3.2
Oct. 8.8 14.8 3.9 18.2 32.3 9.5 7.4 12.3 33
Nov. 8.8 14.7 4 18.1 323 94 7.5 12.3 33
Dec. 8.9 14.6 4 18.2 32.3 9.5 7.5 12.2 33
2003 Jan. 8.9 14.5 4 18.3 323 9.8 7.5 121 34
Feb. 8.9 14.4 4.1 18.3 32.3 10 7.5 12 34
Mar. 8.9 14.4 43 18.3 322 10.3 7.5 1.9 3.6
Apr. 8.9 14.4 45 18.5 32.2 10.9 7.5 11.9 3.8
May 8.9 14.3 4.6 18.4 32.1 10.8 7.5 1.9 3.9
June 9 14.3 4.6 18.8 32 10.4 7.5 1.9 3.9
July 9 14.3 4.6 18.7 32 10.6 75 11.9 3.9
Aug. 8.9 14.3 4.7 18.6 32 1 7.5 1.9 4
Sept. 9 14.3 4.7 18.5 31.8 11.2 7.6 12 4
Oct. 9 143 4.8 18.7 31.8 11.2 7.6 12 4
Nov. 9 14.3 4.8 19 31.7 1 7.6 12 4
Dec. 9 14.3 4.8 18.8 31.7 10.8 7.6 12 4.1
2004 Jan. 9.1 14.4 49 18.6 31.9 10.7 1.7 12.1 4.2
Feb. 9.1 14.4 4.9 18.8 31.9 10.5 1.7 12.1 4.3
Mar. 9.1 14.3 5 18.7 31.9 10.8 7.7 12.1 43
Apr. 9 14.3 4.8 18.8 31.9 10.7 7.6 12 4.1
May 9.1 14.2 4.7 19.1 31.8 10.3 7.6 12 4
June 9 14.2 4.9 18.6 31.7 10.7 1.7 12 4.2
July 9 14.2 5 18.6 31.7 1.2 7.6 1.9 43
Aug. 9 14.1 5.2 18.7 31.6 11.3 7.6 11.9 4.4
Sept. 9 14.1 53 18.8 31.6 11.8 7.6 11.8 4.6
Oct. 9 14 5.5 18.7 315 12.3 7.6 11.8 4.7
Nov. 8.9 13.9 5.8 18.4 314 12.7 7.6 1.7 5
Dec. 8.9 13.9 6.1 18.8 31.3 13.2 7.5 1.7 5.3
2005 Jan. 8.9 13.8 6.2 19 30.9 13.4 7.4 11.6 53
Feb. 8.9 13.7 6.2 18.9 30.7 13.6 7.5 11.6 5.3
Mar. 8.9 13.7 5.8 19.2 30.9 13.5 7.4 1.5 4.8
Apr. 8.9 13.6 5.5 18.9 30.9 13.6 7.5 11.5 4.6
May 8.8 13.5 6 18.4 30.8 14.5 7.4 1.4 4.9
June 8.7 13.4 6.2 18.6 30.7 14.7 74 1.3 5.1
July 8.7 13.4 6.1 18.1 30.5 14.3 7.4 1.3 5.1
Aug. 8.6 13.3 6.2 18.3 30.3 14.3 7.3 1.3 5.2
Sept. 8.6 13.3 6.3 18.2 30.2 14.1 7.3 11.2 5.4
Oct. N/A N/A 6.3 N/A N/A 13.4 N/A N/A 5.4

Source: Eurostat, monthly unemployment data, 16 November 2005.
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Table 3: Harmonised unemployment rates, monthly data (SA), by gender

Total Males Females

EU-25 NMS-10 = Cyprus EU-25 NMS-10  Cyprus EU-25  NMS-10  Cyprus

2002 Aug. 18.2 32.2 9 17.4 31.6 9 19.1 33 9.1
Sept. 18.2 323 9.3 17.5 31.6 9.1 19 33.1 94
Oct. 18.2 323 9.5 17.5 31.6 9.3 18.9 333 9.7
Nov. 18.1 323 94 17.5 31.5 9.1 18.8 334 9.6
Dec. 18.2 323 9.5 17.5 313 94 18.9 335 9.6
2003 Jan. 18.3 323 9.8 17.7 31.3 9.7 19 33.6 9.9
Feb. 18.3 323 10 17.8 31.2 9.8 18.9 33.7 10.1
Mar. 18.3 32.2 10.3 17.8 31.1 10.2 18.9 33.7 10.5
Apr. 18.5 32.2 10.9 17.9 31.2 10.9 19.1 33.6 1
May 18.4 32.1 10.8 17.9 31 10.5 19.1 335 1.1
June 18.8 32 10.4 18.2 30.9 10 19.6 333 10.8
July 18.7 32 10.6 18 31.1 10.3 19.5 33.2 10.9
Aug. 18.6 32 11 18.3 31.1 10.9 18.8 33 1.1
Sept. 18.5 31.8 11.2 18.2 31.1 11.2 18.9 32.8 11.2
Oct. 18.7 31.8 11.2 18.1 31 10.8 19.4 32.8 1.7
Nov. 19 31.7 1 18.5 31 10.2 19.5 32.7 11.8
Dec. 18.8 31.7 10.8 18.4 30.9 10 19.2 32,6 11.6
2004  Jan. 18.6 31.9 10.7 18.2 31.2 9.8 19.2 32.8 11.6
Feb. 18.8 31.9 10.5 18.4 313 9.6 19.2 32.7 1.4
Mar. 18.7 31.9 10.8 18.1 313 9.7 19.3 32.7 11.8
Apr. 18.8 31.9 10.7 18.3 313 9.5 19.4 32.7 11.9
May 19.1 31.8 10.3 18.5 31 9.1 19.8 32.7 11.5
June 18.6 31.7 10.7 18.1 31 9.6 19.2 32.6 11.9
July 18.6 31.7 11.2 18.2 31 10.1 18.9 32.6 12.3
Aug. 18.7 31.6 1.3 17.9 30.9 10.3 19.7 325 12.3
Sept. 18.8 31.6 11.8 18.1 30.9 10.8 19.5 324 12.8
Oct. 18.7 31.5 12.3 18.5 30.9 1.3 19.1 324 13.4
Nov. 18.4 314 12.7 18.1 30.8 11.8 18.8 32.2 13.7
Dec. 18.8 313 13.2 18.2 30.8 12.3 19.5 32 14.1
2005  Jan. 19 30.9 13.4 18.6 30.6 12.5 19.5 314 14.3
Feb. 18.9 30.7 13.6 18.3 30.2 12.7 19.6 31.2 14.5
Mar. 19.2 30.9 13.5 18.8 30.5 12.5 19.5 314 14.5
Apr. 18.9 30.9 13.6 18.5 30.5 12.7 19.3 31.5 14.6
May 18.4 30.8 14.5 18.2 30.1 13.9 18.6 31.7 15.1
June 18.6 30.7 14.7 18.2 30 14 19 315 15.5
July 18.1 30.5 14.3 17.7 29.9 13.4 18.6 313 15.3
Aug. 18.3 30.3 14.3 18 29.7 13.4 18.7 31.1 15.3
Sept. 18.2 30.2 14.1 17.9 295 13.2 18.6 31 15
Oct. N/A N/A 13.4 N/A N/A 12.5 N/A N/A 14.4

Source: Eurostat, monthly unemployment data, 10 November 2005.
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Youth employment

in the Czech Republic

Abbreviations

(Czech version in brackets)

ALMP (APZ) Active Labour Market Policy

DLO (UP) District Labour Office

EU European Union

GDP Gross Domestic Product

Mol (MPSV) Ministry of Labour and Social Affairs

MoS (MSMT) Ministry of Schooling, Youth and Sports

NUovV National Institute of Vocational
Education

OECD Organisation for Economic Cooperation
and Development

uiv Institute for Information in Education

1. Trends

Czech youth employment is rapidly declining. In 2004, the
employment rate of people aged 15-19 stood at 12% of the
1994 value. The declining trend in youth employment is driven
by dramatic demographic changes and the equally dramatic
improvement in access to formal education.

Figure 1 shows the age structure of the Czech population in
2005. The most pronounced decline in the size of youth
cohorts occurred in the early 1990s. It is not surprising that
this decline in cohort size led to improvements in educational
enrolment rates. The Czech Republic already had extraordinar-
ily high enrolment of young people in upper secondary school-
ing in the late 1980s. Declining cohort sizes during the 1990s
opened even wider access to upper secondary education. As a
result, the Czech Republic boasts one of the highest upper sec-
ondary school completion rates of OECD countries.

1.1. The level and structure
of education

While overall enrolment rates are high in the Czech Republic,
the structure of secondary education is unusual in the OECD
context. Fewer than 20% of pupils enter academic secondary
programmes (‘gymnasia’), compared with 47% in a typical
OECD country. Most enrol in vocational and technical pro-
grammes — about 40%. Compared with the EU-15 (pre-enlarge-
ment countries), the Czech upper secondary system generates
more graduates in technical, social and economic areas.

The general policy of the MoS has been to keep the number of
pupils enrolled in gymnasia stable during the rapid
demographic decline. Technical schools have increased enrol-
ment at the expense of the shrinking size of vocational

250 000

Figure 1: Age structure of the Czech population, 2005
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programmes. A very small proportion of the Czech popula-
tion attains tertiary education (about 12%).

About 60% of each cohort of 19-year-old graduates from
secondary education take a school-leaving ‘maturita’ exam,
which is a prerequisite for tertiary education.

1.2. Labour market outcomes

Aggregate labour market participation in the Czech Republic
was already high in the early 1990s. Despite a steady decline
during the last 15 years, it remains relatively high today and
is comparable with the average EU-15 rate. However,
between 1994 and 2004, the labour market participation
rate of young people declined steeply. For the age group
15-19 it declined from 30% to a mere 9% (comparable fig-
ures for the 20-24 age group were 72% down to 61%). The
decline continues, but is slowing down. The decline in partic-
ipation rates has been more pronounced for young men. As
a result, the size of the labour force of 15-19-year-olds has
dropped from 250 000 to 57 000, while the size of the inac-
tive population has stagnated, against the background of
decreasing cohort sizes.

The key factor behind this decline in participation has been
the increasing demand for education, accompanied by
improving access to formal education. The employment rate
of the age group 15-19 (and 20-24) declined hand in hand
with the decline of the labour market participation rate, from
30% (67%) in 1994 to 5% (50%) in 2004. The sizeable
decline in the figure for the 20-24 age group can be attrib-
uted mainly to widening access to tertiary education. The
decrease has been higher for men.

Long-term unemployment rates have increased rapidly. Dur-
ing the last decade, the youth unemployment rate tripled,
while the aggregate rate only doubled. According to Festova
and Vojtéch (2005), the youth unemployment rate

(15-24 years) in 2004 was about 2.6 times greater than the
aggregate rate. However, this is only slightly more than the
EU-15 average. The unemployment rate of 15-19-year-olds
(and 20-24-year-olds) reached its maximum of 42% (18%) in
2004 and is now declining (*). Festova et al. (2005) report
that long-term unemployment (*) among recent school grad-
uates ranges between 38% and 61% (April 2005), and is
highest among graduates from vocational schools.

The incidence of low educational attainment and unemploy-
ment remains extremely high among young Roma pupils,
though quantitative information is not available. According
to a recent case study (Navratil, 2002), about 70% of young
Roma attain only nine years of education or fewer.

2. Measures taken
to promote youth
employment

Unemployment rates and the incidence of long-term unem-
ployment of recent school graduates have been far higher in
apprenticeship education. This reflects the changing struc-
ture of labour demand. Yet the shift from apprenticeship and
vocational schools has been slow and has occurred mainly
because of shrinking incoming cohorts (**). Hence, the high
unemployment rates of recent graduates with apprenticeship
degrees (*) are to a large extent the outcome of the policy of
the MoS, which has restricted the structure of the state-con-
trolled part of secondary education.

The highest numbers and the highest growth in vacancies post-
ed at the DLOs are for workers with vocational education. Since
vacancies requiring a higher education qualification are rarely
posted through DLOs, this contributes to a widespread belief
that vocational education is in greatest demand. It is also

(*)  Most statistics for the last year indicate a decline in registered unemployment in age groups below 30. The absolute size
of this decline resembles the overall decline in unemployment (26 000) experienced during the period October 2004-Octo-
ber 2005. A recent study by Festova et al. (2005) uses autumn statistics instead of annual averages and reports that recent
school graduates’ unemployment has declined for two years in a row.

(¥)  Recent school graduates are considered to be long-term unemployed after six months of unemployment.

(*) A non-negligible adjustment in the upper secondary sector came from private (tuition-charging) secondary schools, which

now cover about one fifth of all secondary education.

(*) In 2003, the incidence of unemployment (as a proportion of graduates from the last two years) for apprenticeship pro-
gramme graduates reached 23%. It was 14.9% for technical schools with a final comprehensive exam, 6.3% for general
programmes (gymnasia), 10.6% for higher professional schools, and 6.7% for college graduates. The corresponding inci-
dence of unemployment duration exceeding six months was 60.3%, 56.4%, 45.5%, 51.9% and 49.5% respectively.
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shaping schooling policies at national and regional level, gener-
ating a high proportion of vocational school graduates (*).

The educational and labour market outcomes of specific voca-
tional (apprenticeship) programmes are not systematically
evaluated. This is a significant problem since vocational grad-
uates constitute almost 40% of all graduates at secondary
level. It is also notable that boys are more likely to enrol in
vocational programmes. A recent study (Matéjd and Strakova,
2006), based on the OECD Pisa 2003 survey of 15-year-old
pupils, found that a disproportionate number of boys end up
in vocational programmes, although their study aptitude is
comparable with girls of the same age, who enrol in upper sec-
ondary schools.

Further, according to Trhlikova et al. (2004), under 50% of
employed young people with upper secondary education are
working in an occupation reflecting their field of study.

Graduates from higher education have few problems in find-
ings jobs.

3. Llabour market
and employment-
related policies

Opinion surveys suggest that the most common reasons for
being unemployed reported by young workers are low wages
and the local mismatch of labour supply and demand. The
prevalence of low wages would seem to be contradicted by a
large number of blue-collar vacancies posted at DLOs. This may
suggest important employment disincentives as a result of the
social support system. Mismatch of supply and demand is
partly supported by the government's policy of extending an
extreme version of rent control, limiting mobility.

3.1. ALMPs

By international comparisons, the scale of ALMPs in the Czech
Republic, measured by the proportion of expenditure of GDP
or total employment policy budget, remains rather limited. No
evaluations of ALMPs are available.

Youth employment in the Czech Republic

There are two traditional major ALMP programmes for young
workers: retraining programmes (16% of the total ALMP budg-
et) and job subsidies for recent school graduates (14%).
Recently, in line with EU employment guidelines, DLOs have
been offering individual action plans to all young people under
25 before they reach the sixth month of unemployment.

Most retraining consists of short-term coursework. It appears
that most of those who take part in retraining courses are the
most employable short-term unemployed people. A great deal of
retraining is provided to unemployed people with average levels
of education, not those with very low skill levels. Subsidised jobs,
aimed at providing work experience to recent school leavers,
cover a small number of unemployed people (7 170 in 2004). In
any case, the programme was being phased out during 2005.

From January 2004, DLOs should target young unemployed peo-
ple (under 26) within six months of being registered unem-
ployed, and offer everyone individual assistance and an individ-
ual action plan. This intention has been supported since October
2004 by the new Employment Code. The Mol planned to use
this policy tool with 22 000 unemployed people during 2005.

The Mol is currently in the process of implementing a system
that provides vocational training and retraining courses lead-
ing to vocational certificates. The programme, based on a part-
nership with regional social partners, should be available to
young unemployed people with low formal education. Training
should be provided on both a part-time and a full-time basis.

3.2. Labour market legislation

Marginal effective tax rates on earned income as well as the
total tax take are very high in the Czech Republic for low-wage
workers. This is a key issue for the employability of low-wage
young workers.

A welcome move is that Parliament is about to approve mod-
ifications in personal income tax, which should have a positive
impact on youth employment. The key changes are:

e A lower tax rate in the bottom two tax brackets;

¢ Theintroduction of an inflation adjustment of tax brackets;

e Replacement of tax base deductions by tax bonuses.

(*) A similar mistake sometimes occurs in unemployment measures for graduates by field of study. Unemployment statistics
by subject are sometimes taken as relevant measures of labour market success, as opposed to unemployment rates.
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4. Problematic features
of youth employment

There is little evidence about the extent of undeclared work.
However, anecdotal evidence has prompted recent policy
action in this area. Until recently, fixed-term contracts and
employment through temporary work agencies were subject
to lower payroll contribution rates compared with those for
the salaries of full-time regular employees. These reductions of
labour costs are no longer available. This policy change was
aimed at eliminating tax evasion. As a result, the costs of tem-
porary student labour increased by almost 50%.

5. Roles of the labour
market actors

There appears to be a lack of strategic and project coordina-
tion between the Mol and the MoS. The involvement of social
partners at regional level is in its early stages since the respon-
sibility for schooling has only recently been transferred to
regional governments. The framework of collaboration and
coordination is being developed within the framework of
human resource strategy development.

EU-funded projects should help to develop a system of certifi-
cation in continuous training.

6. Conclusions

A booming economy, shrinking cohort sizes and a rapid expan-
sion in enrolment have so far largely kept the Czech youth
unemployment problem off the policy radar. However, the lack
of adjustment of secondary education and the lack of compe-
tition at tertiary level may lead to rapid increases in unemploy-
ment if overall economic conditions become less favourable.
So far, the policy response to the existing problems has been
minimal. The school system continues to produce non-employ-
able apprentices and secondary school graduates with little
English or IT knowledge. Once recent apprenticeship degree
holders arrive at the DLOs, they receive somewhat limited help
in finding jobs. However, perhaps the most pressing long-term
problem of Czech youth unemployment, which has so far
escaped measurement and public attention, is the extremely
low level of education and employment among the large
group of Roma young people.
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(
1. Trends

Danish youth unemployment is low, compared both with other
groups in the Danish labour market and internationally. Figure 1
shows the trend in the number of registered young unem-
ployed people relative to the workforce from 1996 to 2004.

oyment

For 2004, data from the unemployment register showed a
level of unemployment for 18-19-year-olds of 2.3%, while
unemployment for 20-24-year-olds was 4.8%. The average for
all age groups was 5.9%. There were no substantial gender
differences in youth unemployment. For people aged under
18, registered unemployment was almost nil.

Figure 1: Youth employment, 1996-2004
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When compared with other EU Member States, Danish youth
unemployment is low. Based on data from the labour force
survey for 2004, the Danish unemployment rate for young
people aged under 25 was reported by Eurostat as 8.4%,
compared with an EU average of 18.7%.

Employment rates for young people reflect a norm for ‘the
working young’, where the majority of students aged 15 and
over have a part-time job while studying. Over 50% of 16-19-
year-olds work and the employment rate for 20-24-year-olds
is similar to the population average. This puts the employment
rate for young Danes among the highest in the EU.

As shown in Figure 2, the situation is less positive for young
immigrants and young descendants of immigrants from non-
western countries. This indicates the difficulties for ethnic
minorities in entering the Danish labour market.

The low level of unemployment is related to the active pro-
grammes targeting youth unemployment that have developed
in Denmark over the last decade, as well as the demographic
changes taking place. In 1995, 16-24-year-olds amounted to
12.3% of the population; in 2005, the figure was 9.8%
(Velfeerdskommissionen, 2004).

Issues affecting policy-makers with regard to young people
include the following:

e Quality of education — educational standards for reading
and science skills are estimated to be below the OECD
average. Mathematical skills are above the OECD aver-
age, but still below the level of the other Nordic countries
(Ministry of Education, 2005, Table 5.7).

e Theresidual group — around 29% of men and 21% of women
from each cohort do not receive a formal vocational educa-
tion, although about one third get some form of further study
qualifications (Ministry of Education, 2005, Table 5.2).

e Long-time students — the time spent in education for 15-
29-year-olds in Denmark is 8.1 years, among the highest
in the OECD. A reflection of this phenomenon is the fact
that the average (median) age of a student in higher edu-
cation is 26 in Denmark, and only about 22 in the EU as a
whole (Arbejderbevaegelsens Erhvervsrad, 2005, p. 13).

e Higher unemployment for graduates — while the unem-
ployment rate of newly qualified graduates has been
falling recently, there are still problems related to the tran-
sition from education to work, manifested in the higher
than average unemployment rates for this group (Ministry
of Education, 2005, Table 5.3).

e Employment situation of ethnic minorities — the rate of
employment is lower and unemployment is higher for
young immigrants and descendants of immigrants from a
non-western background.

2. Measures taken
to promote youth
employment

Measures promoting youth employment are integrated with
general labour market and employment programmes, avoiding
separate programmes for special target groups. Special activi-
ties for specific target groups as part of overall programmes
can be established, but the overall legal and economic frame-
work will be the same.

2.1. Education and training policies

After nine years of compulsory education, most pupils contin-
ue to upper secondary education which is academically or
vocationally oriented or both. The normal duration of a youth
education programme is three years.

General secondary programmes comprise traditional pro-
grammes (i.e. gymnasium) and also more vocationally orient-
ed general upper secondary programmes. These programmes
are intended to prepare students for admission to higher edu-
cation.

Secondary education also includes specialised vocational
upper secondary programmes such as commercial and techni-
cal vocational education and training programmes (social and
health education programmes, the basic teacher training pro-
gramme, and agricultural and maritime programmes). These
provide qualifications which are formally recognised and are
in demand by the labour market.

Higher education programmes are divided into levels accord-
ing to duration, namely short-cycle higher education
programmes, professional bachelor programmes, other
medium-cycle higher education programmes, and bachelor
and candidates programmes at universities. There are also
PhD programmes. Some higher education programmes
include practical placements. About 45% of a year group
complete a higher education programme, and this figure has
been rising (Ministry of Education, 2005).
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In addition to grants, a number of efforts are made to stimu-
late youth participation in vocational and further education.

e The youth guidance system functions at municipal level
and tracks all young people from basic education into fur-
ther education until the age of 19.

e Special programmes (production schools) operate in many
municipalities to assist young people under 25 who have
not completed a youth education programme.

e Traineeships in vocational education — the system is
based on students applying individually to employers for
a traineeship. This has been especially difficult for stu-
dents from ethnic minorities, and their drop-out rate has
been higher than average. The problem has been partially
addressed by establishing in-house training at the voca-
tional schools and by putting political pressure on social
partners.

Employment difficulties for academic graduates were especial-
ly severe from 2002 to 2003. In response to this, several initia-
tives totalling EUR 9 million were launched by the government
between 2003 and 2004.

2.2. Labour market and employment-
related policies

The Danish 'Youth unemployment programme’ (YUP) is an
integrated part of active labour market policies, but a num-
ber of special rules apply to young people, as described
below.

2.2.1. Two-tier system of economic support

Income support for unemployed people works on a two-tier
system. Those who are members of an unemployment insur-
ance fund receive unemployment benefits calculated at the
rate of 90% of their previous earned income, up to a monthly
maximum of EUR 1 845 (2005). Unemployment benefits may
be claimed from the first day of unemployment up to a total of
four years, including periods of activity. The level of unemploy-
ment benefits is not age-dependent, but age determines when
an unemployed person has to take part in one of the manda-
tory active programmes.

Unemployed people who are not members of an unemploy-
ment insurance fund (‘'non-insured’ unemployed people)
receive means-tested social security cash benefits. For adults
with a family these are EUR 1 530 per month, or around 80%

Youth employment in Denmark

of normal unemployment benefits. For unemployed young
people, the amount of cash benefits is EUR 743 per month. A
special low level of cash benefits (start-help) was introduced
in 2002 for newly arrived immigrants.

The state-run public employment service (PES) handles insured
unemployed people, while non-insured unemployed people
are taken care of by the social service branch of local munici-
palities. After restructuring in 2006-07, the PES and parts of
the local administration will be placed together in jobcentres.

2.2.2. The ‘Youth unemployment programme’

The main differences between insured and non-insured unem-
ployed people of different age groups are as follows
(Beskeeftigelsesministeriet, 2005a):

e Adult unemployed people (30-60-year-olds), both insured
and non-insured, undertake mandatory activities after 12
months of unemployment and each subsequent six
months. They continue to receive full unemployment ben-
efits or cash benefits during this time.

e Insured unemployed people aged under 30 undertake
mandatory activities after six months of unemployment
and each subsequent six months. Non-insured unem-
ployed young people must undertake activities within 13
weeks of unemployment, and in some municipalities
immediately after applying for cash benefits.

e Unemployment benefits or cash benefits paid to unem-
ployed people aged under 25 are lower after six months
than for older unemployed people. For insured unem-
ployed people, benefits are reduced — in some cases down
to 50% of normal benefits — while the recipients of cash
benefits may have their benefits reduced to a level similar
to state education grants. However, the exact level of cash
benefits also depends on family circumstances.

For non-insured unemployed young people, the special action
and benefit regime was introduced in 1990, requiring young
recipients of cash benefits to work 20 hours per week and intro-
ducing a special low level of cash benefits for young people.

In 1996, the YUP for all unemployed young people was intro-
duced. Originally, the scheme was only for unemployed young
people without a vocational education. After six months of
unemployment they were given a (mandatory) offer of 18
months’ education at a benefit level similar to 50% of normal
unemployment benefits. In 1999, the target group was extend-
ed to all unemployed young people aged 24 and under.
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Only 7% of recipients of unemployment benefits for insured
unemployed people are under 25, while 47% of recipients of
cash benefits for unemployed people are under 25. The compa-
rable figures for 30-49-year-olds are 53% and 35% respective-
ly (Beskeeftigelsesministeriet, 2005a, p. 8). The reason for this is
that eligibility for unemployment benefits depends on at least
52 weeks of employment within the last three years. Only
employment periods while a member of an unemployment
insurance fund are included. This makes it harder for younger
people to qualify for unemployment benefits.

The YUP is often taken to be a main factor behind the relative-
ly low youth unemployment in Denmark, because the lower
levels of benefits after a certain period of unemployment are
assumed to motivate people to look for work or return to edu-
cation (Beskaeftigelsesministeriet, 2005a).

2.2.3. Evaluations of the YUP

The YUP was first evaluated by the Danish National Institute
for Social Research (Nord-Larsen, 1997, 1998). Results showed
that only about one third of young people were still unem-
ployed at the point when they would have to start the pro-
gramme.

Participants who shifted from unemployment to employment
were younger men without children and from a weak educa-
tional background. A shift to education was more typical for
young unemployed people who had a longer basic education,
no previous attempt at vocational training, and a relatively low
income as an unemployed person. Those who found employ-
ment were in jobs similar to normal unskilled work, and young
employed people were positive as far as their future employ-
ment prospects were concerned. Although young people may
be more mobile in the labour market, there are many indica-
tions that the programme has acted as an independent factor
in taking participants off unemployment benefits.

A large-scale evaluation was published by the Ministry of
Labour (Arbeidsministeriet, 2000). This showed that active
programmes reduced the dependency of young participants,
measured by the time they spent as recipients of some form of
transfer income. The estimated effects were lower for young
participants than for those aged 25-49. This evaluation also
identified motivational effects when comparing the outflows
from unemployment before and after implementation of the
YUP in 1996.

A study published in 2003 (Jensen et al.) found that the tran-
sition rate from unemployment to schooling was significantly
raised by the programme. There were also somewhat weaker
effects on the transition from unemployment to employment.

The Ministry of Employment has published an analysis of the
effects of active measures on different groups, including differ-
ent age groups (Beskaeftigelsesministeriet, 2005b). This study
concludes that the proportion of participants in employment
and self-supporting after leaving the various programmes is
higher for those aged 29 and under.

2.2.4. Recent developments

The most recent development in programmes targeting young
unemployed people is the reform of policies to integrate eth-
nic minorities into the labour market. ‘A new chance for all’,
which is still being implemented, will introduce mandatory
participation in education for all young recipients (aged 18-25)
of cash benefits. If this offer is rejected, the person will lose the
right to cash benefits.

3. Conclusions

Youth unemployment is low in Denmark, compared both
with overall unemployment and with most other EU Mem-
ber States. This can be attributed to the Danish labour
market in general and also to a set of targeted policy inter-
ventions developed during the 1990s under the ‘Youth
unemployment programme’. This programme motivates
young unemployed people to participate in vocational edu-
cation or find employment. A number of challenges are still
on the policy agenda, including the large number of young
people who do not gain formal vocational qualifications,
and the lower participation rates of young immigrants and
their descendants.
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Youth employment in Estonia

1. Trends

The labour market participation and employment of 15-24-
year-olds in Estonia has been falling in recent years, while
participation rates in education have increased.

In 2004, there were 204 900 young people aged 15-24 in Esto-
nia, of whom 26.7% were employed, 7.4% unemployed and
64.8% inactive. The participation rate has decreased over
recent years: in 1997, 45.2% of 15-24-year-olds were active in
the labour market; in 2004 only 34.2% were active.

Compared with the adult and overall employment rates in
Estonia (see Figure 1), youth employment is much lower.
While adult and overall employment rates have increased
since 2000, the youth employment rate only increased in
2003, and fell thereafter to 26.8% in 2004 — the lowest level
since 1997. The employment rate fell slightly more for
women than for men and was notably lower for women than
for men in 2004 (21.5% and 31.8% respectively). While the
overall employment rate follows business developments,
with some time-lag, youth employment follows a different
pattern.

Figure 1: Youth and adult employment rates in Estonia
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Figure 2: Youth employment rates (ages 15-24) in Estonia and the EU
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Figure 2 shows youth employment rates in Estonia and the EU.
In 1998, employment rates for 15-24-year-olds in Estonia were
at the same level as in the EU, whereas by 2004 the rate was
below the EU level. Compared with the average of the new
Member States (NMS-10), the employment rate for young peo-
ple is slightly higher in Estonia.

Youth unemployment in Estonia is higher than the overall
unemployment rate, and is above the rate for the EU-25 (Fig-
ure 3). In 2004, youth unemployment was 21.7% while the
overall unemployment rate was 9.9%. Unemployment is
equally high for young women and men (22.4% and 21.1%
respectively in 2004). Until 2002, the trend in unemployment
rates for all age groups followed the same pattern and was

Youth employment in Esfonia

related to the business cycle. However, since 2002 the overall
unemployment and adult unemployment rates have decreased
while youth unemployment has increased.

The majority of young people in Estonia do not participate in
the labour market. The number of inactive 15-24-year-olds has
increased from 54.9% in 1997 to 65.8% in 2004. The main rea-
son for inactivity is studying (see Figure 4). The proportion of
young people who are inactive because of studying has
increased from 42.8% in 1997 to 58% in 2004.

Increasing participation of young people in education could be
considered a positive trend. This should increase their employ-
ment prospects in the future. However, a high proportion of

Figure 3: Unemployment rates by age in Estonia and youth unemployment rate in the EU
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Figure 4: Reasons for economic inactivity among 15-24-year-olds
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students in the total population can be accompanied by high
employment rates. Such proportion is high in the Netherlands
and UK (62.4% and 55.2%, compared to 62.5% in Estonia, 15-
24-year-olds, 2003), where youth employment rates are also
remarkably higher than in Estonia. This suggests that promot-
ing flexible work (such as part-time work) is important for rais-
ing youth employment in Estonia.

Early school leaving can lead to unemployment and marginal-
isation of those affected.

In 2003 in Estonia, 931 students (0.6% of the total number in
basic schools) dropped out of basic education and 858
dropped out of secondary education (2.4% of the total num-
ber of students in secondary schools). The majority of these
drop-outs occurred during the last three years of primary
school and the first year of secondary school. Girls are less
likely to drop out of school than boys. The drop-out rate is
especially high in vocational education: 18% of the total num-
ber of students in 2004 (Statistical Office of Estonia).

Figure 5 shows the labour force status of school leavers in
1992-2002, one year after exiting the education system (/).
The approach is different from the analyses presented above
as it focuses on school leavers rather than all young people.

Figure 5 shows that 60% of 16-29-year-olds were employed
one year after leaving the education system, 13% were unem-
ployed and 27% were inactive.

Comparison of the labour force status of graduates and drop-
outs (see Figure 6) reveals that employment rates are higher
for graduates. In 1992-2002, 62% of graduates, compared
with 48% of drop-outs, were employed one year after leaving
the education system. Of those who were employed, most
found jobs during the first six months after leaving education.

Only few studies are available on transition from education to
the labour market in Estonia. Taht (2004) has analysed the
impact of different socioeconomic variables on the employ-
ment probability of school leavers (¥) in Estonia, using the
labour force survey data. The findings showed that previous
work experience and education levels are the most important
factors in the transition to employment.

An analysis of the income tax payments of graduates and drop-
outs from higher education 2000-03 by Kraut (2005) showed that
the proportion of income tax payers was higher among graduates
than drop-outs (87% and 72% respectively, 2003). This proxy indi-
cator showed that, compared to all school leavers, employment
rates are much higher for higher education graduates.

Figure 5: Labour market status of new school leavers, 1992-2002
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() School leavers are defined as those who graduated or dropped out of the education system during 1992-2002. Their labour
force status is noted one year after exiting the education system. ‘Employed’ is defined as the proportion of those who
worked during their studies and continued working after exiting the education system, and those who found work and
started working one year after exiting. ‘Unemployed’ is defined as the proportion of people who looked for a job but did
not find one during the first year after exiting. ‘Inactive’ is defined as the proportion of people who did not look for a job
and did not start working during the first year after exiting education. The labour force survey 2002 youth module was

used for the analysis.
(*)  One month after leaving the education system.
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2. The role of labour
market institutions

In Estonia, responsibility for employment policy lies with the
Ministry of Social Affairs (MoSA). The National Labour Market
Board (NLMB) and a network of local employment offices,
where unemployed people can collect benefits and receive
labour market services, were established in 1991. The NLMB
works under the governance of MoSA.

The Ministry of Education and Research (MoER) is responsible
for coordinating the implementation of education policy. Youth
employment issues are addressed under the jurisdiction of
MoER - for example, basic education, vocational education,
lifelong learning — and more specifically under youth affairs.
Responsibility for organising youth work lies with local munic-
ipalities.

The activities of these different institutions have been
addressed in national employment action plans prepared by
MoSA in cooperation with other relevant institutions. In addi-
tion, employment policy priorities have been highlighted in
the national development plan for 2004-06. Furthermore, var-
ious pieces of legislation and sectoral strategies relevant to
employment policy regulate the activities of the different
institutions. More details of the topics covered by these doc-
uments and their relevance to youth employment are given
below.

Youth employment in Esfonia

3. labour market
and employment-
related policies

Legislation regulating the provision of labour market services
in Estonia dates back to 1995, when the Social Protection of
Unemployed People Act came into force. The Act defined
young people aged 16-24 as a disadvantaged group in the
labour market. This definition has been maintained in the new
Labour Market Services and Benefit Act.

In general, expenditure on active labour market policies in
Estonia has been very low, amounting to 0.08% of gross
domestic product during the last decade, which is less than a
tenth of the amount spent in EU countries with comparable or
lower unemployment rates. Only a small number of the 9%
registered unemployed people participate in these pro-
grammes. Unfortunately, there are no data available on labour
market programme participants by age (Leetmaa, 2005).

Labour market services in Estonia can be classified as follows
(Labour Market Service Act):

e Job-search assistance;

e Labour market training, including general and vocational
courses;

Figure 6: Labour force status of graduates and drop-outs (aged 16-29) 1992-2002,
one year after exiting the education system
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e Wage subsidies, including business start-up grants for the
unemployed and wage subsidies to employers;

e Direct job-creation schemes.

All registered unemployed people can receive services; there
are no special measures targeted at different age groups. The
only exception is the provision of wage subsidies, which can
be offered only to disadvantaged groups in the labour market
as defined by law. The list of disadvantaged groups includes
young people aged 16-24, disabled people, pregnant women
and women who are raising children under six, people who
will be retiring within five years, and people who have been
released from prison.

The Labour Market Services and Benefit Act came into force in
January 2006. The most important changes brought about by
this law with respect to youth employment include intensive
job-search assistance to young people and a new apprentice-
ship scheme. From 2006, case workers will assess the skills and
competences of unemployed people and their job-search abil-
ity, and can develop an individual job-search plan. For disad-
vantaged groups, including young unemployed people, more
intensive counselling will be offered when unemployment
begins.

Apprenticeship schemes are targeted at unemployed people
whose access to employment is restricted because of their lack
of work experience (e.g. young unemployed people). Private
and public-sector employers are able to supervise those partic-
ipating in this scheme and receive a financial incentive for
doing so, according to the terms set by the law. Apprentice-
ships can last for up to four months and are restricted to eight
hours per day and 40 hours per week.

As Estonia’s active labour market policies have not been
accompanied by scientific evaluations, there is no evidence as
to whether they have been successful in terms of increasing
the employment prospects of young people. The only available
evaluation study (Leetmaa and Vork, 2004) showed that
labour market training increased the chances of employment
for all participants. However, compared to other age groups,
young people (aged 16-29) benefited the least.

In addition to the labour market policies, several pilot projects
aimed at increasing the employment prospects of young peo-
ple have been underway. Data are not available on the num-
ber of participants and amounts of expenditure, nor any proj-
ect evaluation data.

Young people’s job prospects are also dependent on institu-
tional factors such as the minimum wage, employment

protection legislation, and the unemployment benefit replace-
ment ratio. In some countries these factors are dependant on
age — for example, a lower minimum wage for young people
(e.g. in France). In Estonia, the rules are not dependent on age
and their impact is probably insignificant.

4. Education
and fraining policies

Policies aimed at young people are related to links between
schools and the labour market. The aim of these policies is to
develop a smooth transition between education and employ-
ment. Hence, educational systems are crucial in determining
labour market outcome.

After regaining independence in 1992, Estonia established a
legal framework for its education system. The Republic of
Estonia Education Act (*) (March 1992) established the prin-
ciples of the Estonian education system:

e Pre-school education (up to seven years of age) provided
in pre-school childcare institutions.

e Basic/first-level education (up to 17 years), which is the
minimum level of compulsory general education in Esto-
nia. After completing basic education, students have the
right to continue their studies to acquire secondary edu-
cation. Basic schools offer first-level education.

e Secondary-level education, which is divided into general
secondary education and secondary vocational educa-
tion. General secondary education provides the prerequi-
sites and grants the right to continue studies in higher
education. Secondary vocational education can be
acquired after basic education or general secondary edu-
cation. After completing secondary vocational education,
students can start working or continue their studies in
higher education. Secondary education can be acquired
in upper secondary schools or vocational educational
institutions.

e Higher or third-level education, which is provided by
institutions of professional higher education and univer-
sities.

Around 70% of students continue their studies in general sec-
ondary education, while only about 29% choose vocational
education. Increasing to 50% the proportion of students who
choose vocational education after basic education was one of

(*)  For a detailed overview of the legislative framework for the education system, policy structure and governance in Estonia,
see for example Chapter 2 of Reviews of national policies for education: Estonia, OECD, 2001.
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the aims of the vocational education action plan for 2001-04.
However, this increase has not been achieved.

In Estonia, the majority of students choose general secondary
education after basic education and continue afterwards in
higher education. After graduating from general secondary
education, 72% of students continue in higher education and
around 16% in secondary vocational education. The propor-
tion of students continuing in higher education has increased
by 20 percentage points compared with 1997. The reason
behind this rise could be wider access to higher education,
which is mainly the result of more study places in public uni-
versities. The number of students in higher education has
almost doubled (from 25 500 in 1997 to 48 000 in 2004). Only
a small fraction of secondary vocational education graduates
continue in higher education.

The development of Estonian education policy has been in line
with the Lisbon strategy and the Copenhagen and Bologna
processes. The common objectives of the reforms have been
higher-quality education, improved access and more effective
use of resources (European Commission, 2005).

Reducing the number of early leavers is an aim of the Esto-
nian government. An important policy tool for preventing early
school leaving and supporting a smooth transition from edu-
cation to work life is a vocational counselling and guidance
system.

In June 2005, in order to widen opportunities in vocational
education, the government gave those without a general edu-
cation, and no longer obliged to attend school, the right to
attend vocational education institutions.

To ensure that vocational education matches the needs of the
knowledge-based economy, state-commissioned study places
are planned (on the basis of long-term economic forecast). The
emphasis is on strengthening links between educational insti-
tutions and employers. The development of new curricula takes
place in cooperation with employers. There is no dual system
(work experience combined with study) in Estonia comparable
to that found in Germany. However, workplace training is a
compulsory part of the curricula, and projects to pilot appren-
ticeship schemes are ongoing (European Commission, 2005).

In higher education, the legislative changes required for the
Bologna process have been implemented in Estonia, which
adopted the bachelor-master degree system in 2002.

Estonia has an EU objective to increase the number of stu-
dents in science and technology. The proportion of state-com-
missioned study places in these areas will be increased to
42%. Several activities aimed at increasing the popularity of
science and technology professions are also planned.

Youth employment in Esfonia

Encouraging the mobility of students and researchers is one of
the aims of the European youth pact. Mutual recognition of
qualifications and quality assurance systems are important
prerequisites for promoting mobility. The required legislative
amendments in higher education have already been complet-
ed, but the process is continuing in vocational education. In
2004, approximately 10% of Estonian general education
schools participated in EU Comenius programmes. However,
participation in Leonardo programme transnational mobility
projects has been low in Estonia. In 2004, less than 1% of stu-
dents took part in these projects. The main reason is the low
reputation of vocational schools in Estonia (European Com-
mission, 2005).

5. Conclusions

The labour market participation and employment rates of
young people in Estonia have decreased recently and are
below the EU average; this is because of increased participa-
tion in education. Youth unemployment is notably higher than
the overall unemployment rate in Estonia and the EU average.
Another worrying trend is the relatively high number of early
school leavers in Estonia compared with other EU countries.

Educational attainment and previous work experience are the
most important factors determining labour market outcomes
for young people. Only a small fraction of young people work
part-time during their studies. This suggests that promoting
flexible work forms, which support working and studying, is an
important challenge for Estonia.

Responsibility for labour market policy in Estonia lies with the
Ministry of Social Affairs. Sectoral policies such as education
policy, industrial and innovation policy and tax policy are tack-
led by other ministries. Development of a coherent labour mar-
ket policy has therefore proved a difficult task for Estonia.

In recent years, various activities have been carried out to
improve the situation of young people in the labour market.
Numerous pilot projects and various legislative changes aimed
at promoting youth employment, reducing school drop-outs
and building stronger links between the education system and
the labour market have been implemented. Several activities
are planned in different strategies for forthcoming years.

It is difficult to assess the impact of labour market and educa-
tion policies on youth unemployment in Estonia, as these poli-
cies are not regularly evaluated and there is a lack of reliable
data. Some of the reforms and pilot projects are ongoing and
their impact will be evident only in the future. However, build-
ing up good-quality databases and a policy evaluation culture
remains an important challenge for Estonia.
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Youth employment in Finland

1. Trends

Since the mid-1960s the employment rate of young people
(aged 15-24) has declined by over 20 percentage points in
Finland. It reached its lowest level of 27% in 1994, as a conse-
quence of deep recession in the early 1990s. The youth employ-
ment rate rose to 41.8% in 2001, but has since been on a slight
decline, reaching 39.4% in 2004. The employment rate of young
people in Finland is around the EU-15 average (40% in 2004)
and well above the EU-25 average (36.8 in 2004) (*). Overall,
the number of employed young people aged 15-24 rose by
72 000 between 1994 and 2004 (*).

The increase in overall youth employment is closely linked with
an increase in atypical forms of employment. During the last
15 years, fixed-term employment has risen among young peo-
ple more than in the population as a whole (). In 1989, about
27% of employed people aged 15-24 had a fixed-term job
contract, while in 2004 this was as many as 44% (*). In terms
of new employment (less than 12 months’ duration), about
62% of young people aged 15-24 had a fixed-term job con-
tract in 2004 (*).

Furthermore, part-time employment among young people has
risen markedly during the last 15 years. In 1989, about one fifth

of those aged 15-24 had a part-time job; the figure in 2004 was
39%. Young women have a higher propensity to work part-time
than young men. About 50% of young women as opposed to
only 28% of young men worked part-time in 2004. In the 15-19
age group, part-time employment is the most common type of
employment. In 2004, nearly 60% of young people worked part-
time.

The deep recession of the early 1990s left a clear mark on the
youth unemployment rate. In 1994, the unemployment rate of
15-19-year-olds rose to 41% and among 20-24-year-olds to
31%. Youth unemployment rates have been declining since. In
2004, the unemployment rate of those aged 15-19 was 30.1%,
and for the age group 20-24 it was 16.5%. These figures are
more than three times and twice as high as the overall unem-
ployment rate of 8.8%.

According to a 2001 study (*), excluding full-time students from
the labour force makes a marked difference to youth unemploy-
ment rates and unemployment ratios (Table 1). The proportion
of unemployed young people aged 15-19 dropped from 10.2%
to 3.2% when full-time students were excluded. In the age
group 20-24, the decrease was from 11.5% to 7.6%.

Table 1: Unemployment in Finland according to different definitions in 2000

Unemployment rate Population share of

Official Population share of . . unemployed people
excluding full-time . :
Age group unemployment rate unemployed people excluding full-time
students
(%) (%) (%) students

° (%)
15-19 30.5 10.2 12.1 3.2
20-24 16.9 11.5 11.8 7.6
25-64 8.1 6.5 1.7 6.1

11.07.2005.
Labour force statistics, Statistics Finland.
Jarvinen and Vanttaja (2005).

ket 2005: 17.
Hamalainen (2001).

European Commission (2005) Indicators for monitoring the 2004 employment guidelines, 2005 compendium, updated

As many as 50% of young women and 41% of young men had a fixed-term job contract in 2004.
Labour force statistics 2004, Results of the labour force survey from the years 1995-2004, Statistics Finland, Labour Mar-
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2. Measures taken
to promote youth
employment

2.1. Education and training policies

According to a 2001 survey, over 90% of people aged 18-24 in
Finland had completed at least basic-level education or were
studying, while the average figure for EU countries was 81% ().
In Finland, the percentage of early leavers aged 18-24 is well
below the EU average. In 2004, the figure for early leavers in
Finland was 8.7%, while the EU-25 and EU-15 averages were
15.7% and 17.8% respectively (*)).

The Finnish government launched a social guarantee for young
people in 2005. It aims to increase the proportion of those
moving directly from primary education to further education (*)
from 94.5% in 2003 to 96% in 2008. A committee appointed by
the Ministry of Education has suggested that this objective
should be revised upwards (*). The targets should be pursued by
improving the content of basic education, tutoring and
counselling, developing student selection procedures and intro-
ducing an online joint application system for secondary-level
education (“).

Since many Finnish full-time students work, study times have
been prolonged. The government made a decision in August
2005 to increase the maximum level of state guarantees for
university student loans and to improve housing supplements
for students. Furthermore, a new support mechanism to speed
up study times was introduced. Students are granted a tax
deduction on study loans if their studies are completed within
the time limits indicated. Students enrolling in autumn 2005
and thereafter will be eligible.

As many as 10% of students in Finnish vocational training drop
out (*'). Reducing this figure has been singled out as a priority

target in Finland. According to the government, tuition, learning
processes and tutoring have been improved at all levels of edu-
cation to reduce drop-out rates and support faster graduation.

The government also plans to strengthen apprenticeship train-
ing and workshop activities for young people. The aim is to
increase the numbers from the current level of 7 000 to 8 000
by 2008. In 2006, a system of vocational skills demonstrations
will be introduced in vocational basic education. One of the
aims is to facilitate the transition to working life. New meas-
ures are also being planned to secure access to training or
employment for underachievers in basic education.

2.2. Labour market and employment-
related polices

According to the Finnish labour administration, the biggest
problems in youth employment are the difficulty of securing
the first job, short-term employment and, for some young peo-
ple, a lack of training and/or motivation for training (*).

The social guarantee for young people introduced in 2005
also aims to prevent the marginalisation of young people. All
young people out of work will be offered an education, train-
ing or workshop place no later than after three months of
unemployment. This is a much more ambitious target than
the previously used EU-level target of offering every young
unemployed person a new start before six months of unem-
ployment. Furthermore, the Ministry of Labour aims to
ensure that 90% of young unemployed people have a tai-
lored job-seeking plan before they have been out of work for
three months (¥).

Early intervention is balanced with the fact that long-term
unemployment is much rarer among young jobseekers than
among older age groups. In 2004, the average duration of
unemployment was six weeks in the 15-19 age group and nine
weeks in the 20-24 age group, while the overall average was
16 weeks. However, the risk of repeated spells of unemploy-
ment is twice as high among young jobseekers ().

(*)  The social situation in the European Union 2003, p. 124 (The Lisbon strategy for growth and jobs — the Finnish National Reform

Programme, 2006-08, Section 2.4.1.1).

()  European Commission (2005) Indicators for monitoring the 2004 employment guidelines, 2005 compendium, updated

11.07.2005.

Ministry of Labour (2004) Employment report 2004, p. 39.

tors, Table 9.
() Sauramo (2002) p. 45.

(*)  Higher education refers here to upper secondary school, vocational training or voluntary additional basic education.

(*)  Ministry of Education (2005) Report of the committee on the transition from basic to upper secondary education and training.
(*)  The Lisbon strategy for growth and jobs — the Finnish National Reform Programme, 2006-08.

() This figure refers to 2003. The figures for polytechnics are around 6% and for universities 5%.

(*)

)

The Lisbon strategy for growth and jobs — the Finnish National Reform Programme, 2006-08, Appendix 6: Employment indica-
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Table 2: Active and preventative measures for unemployed and inactive people (*)

Unemployed people who were unemployed after 6/12
months (*) and for whom no personal job-search plan
was made

Long-term unemployed people for whom no job-search
plan was made

Long-term unemployed people who did not take part in
measures

Table 2 shows how the labour administration has met the six
months' intervention target for under-25s (and the 12-months’
target for over-25s). Overall, the results have been good. The
proportion of jobseekers for whom no job-search plan was
made within the intervention period is very small — only 1.4%
of under-25s in 2004.

However, the situation for the smaller group of long-term unem-
ployed young people is less favourable. In the under-25s age
group, the proportion of long-term unemployed people without
a job-search plan has been increasing. In 2004, the figure was
18.5%. Furthermore, 27.5% of this age group did not take part
in active labour market measures in 2004. This clearly does not
accord with the government'’s aim to prevent the marginalisa-
tion of young people in Finland.

In 1994, means-tested support was introduced, covering unem-
ployed jobseekers who had not fulfilled the length of time at
work condition before becoming unemployed (making them
ineligible for earnings-related and basic unemployment
allowance). Most young labour market entrants, who are
searching for a job for the first time, are covered by this new
support. In 1996 and 1997, legislative changes were introduced,

Year Under-25s Over-25s
2000 1.0 1.4
2001 0.5 0.6
2002 0.8 0.6
2003 1.0 0.8
2004 1.4 1.0
2000 10.9 14.1
2001 6.2 6.4
2002 9.6 6.1
2003 12.6 8.6
2004 18.5 11.2
2003 28.8 37.2
2004 275 37.3

with strict eligibility conditions for labour market support for
young unemployed jobseekers. These changes meant that if
young jobseekers refused to participate in labour market pro-
grammes they risked losing their labour market support for rel-
atively long periods.

For young unemployed people, placement in youth practical
training has largely displaced other forms of active programmes.

A recent study exploring the long-term effects of active labour
market programmes on young unemployed jobseekers (aged
between 16 and 30) suggested that job placements and labour
market training improves young people’s prospects in the
labour market. However, youth practical training, the most
common active measure among young jobseekers, does not
seem to improve participants’ employment prospects. Youth
practical training is the least expensive of active programmes
offered to young unemployed people, but also seems to be the
least effective (*/).

In addition to the labour market measures targeting unem-
ployed jobseekers, several initiatives to improve the position of
young people in the Finnish labour market have been

(*)  The Lisbon strategy for growth and jobs — the Finnish National Reform Programme, 2006-08.

(*)  Long-term unemployment is defined for under-25s as unemployment that has lasted continuously for more than six
months; for over-25s it is defined as having lasted continuously for more than 12 months.

(*)  Hamalainen and Ollikainen (2004).
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introduced. The "Youth participation project’ was launched in
2003 and consists of 39 municipal or regional projects involv-
ing a total of 72 municipalities. The National Board of Educa-
tion is coordinating the projects together with Finnish Youth
Cooperation Allianssi (¥). The objective is to promote youth
participation in education, society and working life.

"Youth workshop activity’ aims to support young people’s
social growth and reinforce their skills in life, thus preventing
exclusion and guiding young people into education and the
labour market. Young people most often work in the work-
shops for six months. They can also follow practical training or
apprenticeship training in a workshop.

In 2004, there were 220 workshops accommodating 7 000
young people. Of these young people, 52% lacked vocational
education and about 2.5% did not have a comprehensive
school-leaving certificate. About half of the workshop partici-
pants in 2004 got a place in education or working life after the
workshops. The young people felt that this period had helped
them to better manage their lives, increase their educational
and working-life skills and clarify their future goals.

3. Problematic features
of youth employment

Atypical employment contracts are widespread among young
people. This is not necessarily problematic if young people
choose such contracts. In 2004, as many as 71% of young
part-time employees (aged 15-24) had a part-time job because
they were studying. Around 20% of the part-time employees
would have liked a full-time job instead. Among young men,
16% worked part-time because they could not find a full-time
job; 22% of young women had this problem (*).

In 2004, about half of young women and 41% of young men
aged 15-24 had a fixed-term job contract. About 43% of these
had a fixed-term job because they could not find a permanent
job. This was the case for 38% of young men and 46% of
young women. In the 25-29 age group, as many as 78% of

women in fixed-term job contracts could not find a permanent
job; among men, the figure was 68%.

Some observers have noted that the Finnish system, which
allows parents to take childcare leave until the child is three
and still have full employment security, may be a partial rea-
son for the extensive use of fixed-term job contracts for young
women. Parental leave rights can make employers prefer less
costly fixed-term job contracts. The costs of family leave are
feared to have contributed to the existing gender wage gaps
and less favourable careers for women. The government is
looking for ways to support employers (*°).

4. Roles of labour
market actors

The Youth Work Act defines the principles to improve young
people’s living conditions and create favourable conditions for
young people’s own action. Under the Act, the overall direction
and development of youth service and work are the responsi-
bility of the Ministry of Education and its Youth Policy Division.
The aims of the division are to support young people’s active
citizenship, enhance social empowerment and improve living
conditions (*'). The division supports, among other things, the
development of youth workshops. The partners in youth work-
shop activities at regional level include the regional social and
health departments of the state provincial offices and 15
employment and economic development centres under the
Ministry of Labour and Ministry of Trade and Industry.

In addition, 33 education committees with tripartite represen-
tation support the education administration in the task of fore-
casting education needs. Further to this, in 2005 a high-level
tripartite Council for Labour and Training Affairs (* was
appointed to look into the key challenges and strategies for
employment and education policy.

In 2003, the government launched a five-year project to pre-
vent young people’s exclusion. The target group is young peo-
ple finishing their compulsory schooling (*).

(*)  Allianssi provides services for young people. Its aim is to support young people’s growth with a view to realising civil soci-
ety, enhancing civic responsibility and improving young people’s living conditions. It has some 100 member organisations.

(*)  Labour force statistics 2004, Results of the labour force survey from the years 1995-2004, Statistics Finland, Labour Mar-

ket 2005: 17, p. 115.

(**)  See Ministry of Social Affairs and Health (2005) Government action plan for gender equality 2004-07.

(*")  Youth Policy Division (2004) Youth in Finland.

(*)  Its task is to address key labour policy challenges and strategies as well as educational policy challenges and strategies

essential to working life.
(*)  Youth Policy Division (2004) Youth in Finland.
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Over the years, important labour market issues relevant to
young employees have been revised in tripartite income-poli-
cy settlements (**).

5. Conclusions

It is necessary to extend labour market careers as the number
of people of working age continues to decrease. The govern-
ment has introduced various measures allowing young people
to enter the labour market earlier. The major problems lie in
delays in admission into education, prolonged study times,
drop-out rates from education, and delays in finding work
upon completing education.

The government’s budget proposal supports the employment
of young people. In 2006, an expenditure of EUR 25 million is
being reserved for this purpose. It comprises EUR 1.5 million
for the development of youth workshop activities, and EUR
23.5 million for active labour market policy measures. Youth
practical training has been the most common active measure
among young unemployed jobseekers. It is the least expensive
of active programmes offered to young people, but also the
least effective in terms of promoting youth employment. This
suggests that appropriate labour market policy for young peo-
ple needs to re-evaluated in the near future.
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Youth employment in France

1. Trends

The labour market situation of 16-25-year-olds remains prob-
lematic in France. It has further deteriorated in recent years
because of slower economic growth.

The economic activity rate is particularly low among young
people: 30.4% in France compared with the European aver-
age of 36.7% in 2004. Between 1975 and 2001, with a longer
time spent in education the activity rate of young people
dropped substantially. Mass higher education influences
young people’s activity rate.

While 780 000 young people leave the education system each
year, the unemployment rate of young people is almost twice
the average of the active French population as a whole
(Table 1) ().

While education has raised the level of initial training of
young people entering the labour market, many of them leave
education without any qualification. Since 1994, a stable
7-8% of young people have left education without qualifica-
tions: 60 000 young people per year.

A key deficiency lies in providing careers guidance (). Moreover,
the training offered is seen as not sufficiently aligned to market
needs. Studies recognise the need to better match initial training
to qualifications demands across the labour market (). Finally,
the national education authority is very large and faces internal
difficulties in adapting to changes.

France's post-baccalaureate intake to higher education dou-
bled in 30 years until 2003. However, France still lags behind
other industrialised nations, with only 60% of students
obtaining a qualification when leaving higher education.
Despite good infrastructure and teachers, the rate of failure
stands above the average rate for OECD countries. In France,
only 27% of a generation gain a higher education qualifica-
tion.

Young people are more exposed to unemployment when
training levels are low. The risk of unemployment depends on
the degree, qualifications and the nature of training received.

Within the 1998 cohort, those with higher education qualifi-
cations and higher technical degrees benefited most from the
economic upturn. Similarly, young people of the 2001 cohort
have not all been equally affected by the economic
turnaround. Nearly 40% who left higher education without
qualifications in 2001 were unemployed in 2004 (Table 2).
In times of mass unemployment, higher qualified young
people take up employment measures and thereby push
the least qualified people to the end of the queue. More-
over, unqualified young people suffer the effects of more
highly qualified candidates accepting jobs below their skills
levels ().

It is easier to enter employment after shorter-term vocational
training courses covering dynamic sectors such as services,
health or social welfare. Prior occupational experience through
combined work and training, work placements, apprentice-
ships or even student work is a significant asset (**).

Table 1: Unemployment rate in France

Unemployment rate as a % of: 2002
Total active population 8.8
15-29 age group 14.6

2003 2004
9.7 9.9
16.5 17.4

Source: Enquéte Emploi, 2002, 2003 and 2004, French National Statistical Institute (INSEE).

(*)  France is among the worst performing European countries.

(*) A report to the Prime Minister by the deputy for the Doubs, Iréne Tharin, makes suggestions for reforming the French
careers guidance system: Orientation, réussite scolaire: ensemble, relevons le défi (Careers guidance, educational success:
together, let us meet the challenge).

()  However, a report by the Revenue Court (Cour des Comptes) pointed out that initial training has a role to play in prepar-
ing students for their entire active working life, not just their first job. The immediate needs of companies should not be
given too much priority.

(*)  In 2004, 4 in 10 young people were in an unskilled job, if only for a few months, within the three years following their
leaving education.

(*)  Young people who work for at least six months during their studies are less likely to be unemployed.
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Table 2: Rate of unemployment by level of qualification, three years after leaving the education
system, assessed by qualification level when leaving the education system (%)

1998 cohort 2001 cohort
Unqualified 29 39
Vocational training certificate or BEP level, without diploma, year 10 or 11 20 31
Vocational training certificate or BEP 12 14
Baccalaureate level, without diploma " 17
Vocational or technological baccalaureate 6 "
Bac+1 or Bac+2 level, without diploma 9 18
Bac+2 4 8
Bachelor/Masters degree (2™ cycle of higher education) 7 9
Postgraduate training (3“ cycle) or grandes écoles 4 9
Overall 10 16

Sources: Cereq surveys, ‘Generation 98’ and ‘Generation 2001" (2004).

Table 3: Active population by employment status and age group (%)

2004 15-29 30-49 50 and over Total
Not employed 33 10.2 18.1 10.8
Employed 96.7 89.8 81.9 89.2
Private sector (') 81.7 69.8 60.5 69.8
Temporary agency workers 5.2 1.5 0.6 2.0
Apprentices (%) 6.2 0.0 0.0 1.2
Fixed-term contracts 1.7 3.6 2.0 4.8
Trainees and assisted contracts 3.6 0.6 0.5 1.2
Other employees 55.0 64.1 57.4 60.6
Public sector (') 15.0 20.0 214 19.4
Fixed-term contracts (°) 4.6 1.6 0.9 2.0
Trainees and assisted contracts () 1.5 0.5 0.4 0.7
Other employees 8.9 17.9 20.1 16.7
Total 100 100 100 100
Total employment (1 000) 4 822 13 885 6 021 24727

Source: Insee, Employment survey, 2004.

() Compared with INSEE’s previous publications, determining paid employment in the public sector was improved by comparing spontaneous declarations of
surveyed employees with the legal category of the establishment they worked in, as shown in administrative directories.

()  Excluding trainees and assisted contracts.

() Fixed-term or open-ended.

(*)  The apprenticeship contract is available only for young people under 26.

[
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The fluctuating impact of the economic situation is also signif-
icant. Fluctuations in youth unemployment can be explained by
the labour market concentrating on the 30-49 age group. This
puts young people in a position of being ‘shock absorbers'.

Young people are more affected by job insecurity and flexibil-
ity, and are more often found in atypical forms of employment.
The proportion of people under 30 in temporary agency work,
fixed-term contracts or assisted contracts is generally two to
three times higher than for other age groups (Table 3). Among
the 2001 cohort, temporary agency work constituted 19% of
first jobs (*°).

2. Youth employment
policies

2.1. Education and training policies

In addition to 60 000 young people leaving education without
qualifications each year, 80 000 enter sixth grade not knowing
how to properly read, write or count — around 10% of the
annual intake.

For several years, numerous measures have aimed to remedy
this situation (*'). A plan to combat illiteracy was launched in
September 2002, tackling children’s illiteracy when entering
secondary school. Diversified training in secondary school was
introduced, with education routes alternating between voca-
tional training, work placements and general education. Assis-
tance is offered to young people at risk of dropping out through
pupil referral units (which take in pupils whose relationship with
education is damaged) and open schools (which accept young
people who are unable to go on holiday outside term-time).

In 2005, an emergency plan for youth employment — a public
guidance service — was established to inform students of career
prospects offered by courses in which they have engaged.

The Ministry for Employment has revamped various schemes
through two major programmes:

e The Social Cohesion Law, January 2005, with a strand
dedicated to young people;

e The law of 4 May 2004, subsequent to the 2003 ‘Interpro-
fessional agreement between the social partners on voca-
tional training'.

For over a decade, public authorities paid particular attention to
apprenticeships (%) with the result that apprenticeships are now
established beyond traditional areas of crafts and the construc-
tion sector. Indeed, post-apprenticeship employment outcomes
are often better than those achieved in traditional education
routes, while providing young people with financial autonomy.

The Social Cohesion Law again placed apprenticeships at the
top of the government agenda. The current objective is to dou-
ble the number of apprenticeship entrants within five years.
Apprenticeships are to be developed within large-scale com-
panies () and sectors that have not traditionally used them.

In the public sector, a new 'PACTE’ scheme aims to recruit
100 000 young people on a combined work and training
scheme. Additionally, the government has suggested opening
access to apprenticeships to pupils aged 14. Other combined
training and work schemes have been developed over the past
decade.

A new combined training and work scheme called ‘Defence,
second chance’ was announced in the 2005 emergency youth
employment plan. It targets those who leave education with-
out qualifications. The measure, known as ‘customised military
service’, has shown very positive employment results. Recent
events in the French suburbs have led the government to
speed up this scheme, implemented by the Ministry of
Defence.

2.2. Employment policies

Policies to tackle youth unemployment began in the early
1980s. Over the past 25 years, young people under 26 have
benefited from a number of different measures. Two policies
have developed strongly over the past few years: assisted con-
tracts and support policies.

Assisted contracts specifically targeting young people are
more recent compared with wider support policies. The "Youth
employment programme’ established in 1997 enabled almost
400 000 young people to enter employment in the voluntary
sector, local authorities and the national education system.

(*)  The average age of temporary agency workers is 29, which shows a substantial presence of young people in this catego-

ry of employment.
(*)  These measures were incorporated into law in 2005.

()  Apprenticeships were extended to cover students in higher education in 1997.

()  The government has entrusted the president of the Schneider Electrics international group with promoting apprenticeships.
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The impact of this expensive scheme was more positive dur-
ing a period of economic upturn. Moreover, it only targeted
the not-for-profit sector and involved the more qualified can-
didates (*).

The new government created a "Youth at work contract’ in
2002. State aid combined with tax breaks were given to com-
panies recruiting poorly qualified young people. However, the
scheme again primarily benefited higher qualified young peo-
ple in the eligible group (¥). The scheme was subsequently
revised in 2005 to provide greater incentives for less-qualified
candidates. The one-off financial aid was adjusted to levels of
qualification, and the scheme was opened to young people
aged 16-25 (%).

Individualised careers support for young people began to
develop significantly with “TRACE’ (‘the road to employment’)
introduced in 1997. It targeted young people leaving school
without qualifications or with very low-level qualifications, and
offered them personalised job-search support over 24 months
through socialisation, training and vocational qualification ini-
tiatives. Its distinctive feature was a holistic approach to get-
ting young people into employment (covering employment,
training, accommodation, health). An evaluation of ‘TRACE' five
years later revealed that it helped seven out of 10 young peo-
ple to move into employment. However, the scheme was found
to be more favourable to those who were better qualified (%).
'TRACE’ ended in 2002 and was re-launched under a different
format under the social cohesion plan (PCS) (%).

The PCS has reinforced the role of support structures in
employment provision. It has done so by:

e (reating a right to employment for young people;

*  Providing new resources;

e Strengthening personalised support through the develop-
ment of ‘CIVIS" (%), which includes payment of a state
benefit and initiatives to assist with literacy training.

Today, ‘CIVIS' covers 18 600 unqualified young people.

More recently, an incentive was introduced for young people
to take up employment within the 2005 summer emergency

*)  Only 20% of beneficiaries had no qualifications.

of training received is lower.
() Plan de cohesion sociale (social cohesion plan).

Youth employment in France

plan. It offers a tax credit of EUR 1 000 to young people tak-
ing a job in sectors facing labour market difficulties.

3. Acfors involved in
youth employment
policies

In France, the integration policy for young people falls within the
remit of an interdepartmental delegation. Given that difficulties
in entering work often reflect social inclusion issues relating to
housing, health and personal banking, employment schemes
tend to treat problems associated with youth unemployment as
part of a more general battle against social exclusion.

The Ministry for National Education continues to play a major
role, not least through the general integration mission, which
has offices throughout the country and is responsible for offer-
ing suitable training to young people over 16 with no immedi-
ate prospect of employment. It also offers preparatory integra-
tion measures.

The Ministry of Defence has set up a support scheme for the
social and occupational integration of young people. Young
people aged 18-23 identified as facing educational and social
marginalisation benefit from a training period of 6 to 12
months. They also receive an allowance.

The French sub-regions (départements) are also involved in
youth employment policies, particularly in managing the youth
aid funds.

A law of 1993 consolidated areas of responsibility in the
French regions. The regions were given a prominent role in
vocational training and apprenticeship policies. Regions are
also more heavily involved in employment integration policies
for young people. In addition, the regions are now co-piloting
a mapping exercise of training provision leading to vocation-
al qualifications. In reinforcing the local dimension, PAIOs
receive over 50% of their funding from local and regional
government ().

) Less qualified, however, than in the ‘Youth employment programme’.
) The contract scheme has, up to now, targeted young people between 16 and 22, whose level of education is below baccalaureate.
) The employment situation of young people who have been on the ‘TRACE’ programme is less favourable where the level

(®)  Contrat d'insertion dans la vie sociale (Integration into social life contract).

() Public funding as follows: state and public bodies 35%, European Social Fund 10%, regions 20%, départements 6%,

communes 29%.
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The establishment of employment centres (Maisons de I'Emploi)
has reinforced regional partnerships. Employment centres coordi-
nate actions carried out through the public employment service.

4. Conclusions

Structures supporting young people into employment are
numerous, yet the integration process remains long and prob-
lematic. The sustainability of these structures poses questions,
in particular regarding local initiatives since the establishment
of employment centres. In fact, even if the employment centres
are meant to match training provision more appropriately with
young people’s needs, their results remain limited in providing
access to employment. Indeed, the treatment of groups facing
difficulties in integration cannot be confined to training initia-
tives. For young people who leave the education system with-
out qualifications, a return to education and training is not
necessarily the most appropriate approach.

The developments in employment regulations reflect a gener-
al trend towards increasing flexibility in the economically
active population. Young people are the first to feel the effects
of increasing flexibility, because they are just entering the
labour market. This is even more the case given that current
reforms are moving towards linking employee protection to
seniority.

The employment insecurity that young people are facing is
accompanied by strong financial insecurity, as the basic inte-
gration income benefit is not accessible to young people under
25. Furthermore, given that unemployment benefit is based on
length of contribution, young people are often not entitled to
it. There are calls to develop ways for young people to receive
such replacement income. However, the development of
apprenticeships and combined work and training schemes
could be a preferred solution to replacement incomes, which
carry a risk of welfare dependence.
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Youth employment in Germany

Introduction

In relation to youth employment, Germany performs very well by
European and international standards. The unemployment rate of
around 11% for the 15-24 age group is below the EU-25 average.
This is mainly because of the comprehensive dual training system,
which gives an opportunity to enter a professional career ().

Nevertheless, youth employment policies in Germany face a
series of challenges:

e The dual training system is gradually eroding, because of
declining employment in manufacturing and changes in
skills needs.

e A persistent proportion of young people (15%) do not
adequately participate in training and are therefore high-
ly vulnerable to unemployment. People with an immigra-
tion background are particularly at risk.

e The general training system performs rather poorly
because of outdated and highly centralised schooling in
the 16 German Lander (provinces).

These challenges are the focus of the current political debate.
A series of reforms have been undertaken in education and

training to modernise the systems and to adjust to changes in
the labour market. Further steps are planned and experts in
vocational training are gradually becoming more optimistic
about the adaptability of the German training system (BMBF,
2005, p. 149).

1. Trends in the youth
labour market

While overall employment among under-25s increased
between 1998 and 2003, the situation for young workers has
deteriorated since then (Figure 1). Employment decreased by
100 000 to 4.6 million in 2004. This decrease was compensat-
ed by the rise of non-registered employment (marginal jobs
and internships). This trend, however, changed in 2003 when
non-registered employment began to decline.

Standardised unemployment rates increased from 9% to 11%
in 2005. This was only slightly below the German average of
12%. Many young unemployed people had no adequate train-
ing (42% compared with 34% among all unemployed people);
22% were unemployed for more than six months; 10% left
school without qualifications; and 25% dropped out of voca-
tional training (2003).

6000 000

Figure 1: The labour market for young workers in Germany
Workers younger than 25
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Source: Bundesagentur fiir Arbeit.

(")  The German dual training system provides vocational training to young people through a combination of company-based
training and schooling in 350 occupations. Training courses take two to three and a half years, with compulsory curricula.
Certificates are given on the basis of exams passed at the Chambers of Trade and Commerce or the Chambers of Crafts.
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2. Education and
vocational fraining

In Germany, dual training is more important than any other
labour market route for young people. Some 1.6 million young
workers are involved in dual training, comprising 20% of the
population aged 15-24 (or 4.6% of total employment). Dual
training provides an important entry into working life, giving
access to qualified jobs. It is the major source of skilled work-
ers for companies, and craft-related companies in particular.

One third of all entrants into vocational training in 2003 chose
dual training, while 10% went to vocational schools and 22%
to universities (Figure 2); 30% started preparatory measures to
access regular training in the future, and 5% were unemployed
after leaving general school education.

Dual training is largely financed by companies (Figure 3). Even
if the productive output of apprentices is deducted, the net
contribution of companies was 63% of the total EUR 23 billion
expenditure in 2004. Around 24% of the expenditure was
financed by unemployment insurance (Federal Labour Office),
and 13% by the federal government.

Figure 2: Entrants into vocational training, Germany 2003

Dual training
33%

Unemployed
5%

University training
22%

Vocational schooling
10%

Preparatory measures
30%

Source: Bundesministerium fiir Bildung und Forschung 2005.

Figure 3: Expenditure for dual training, Germany

Federal and Lander governments
13%

Federal Employment Agency
24%

(*) Training costs minus product value.
Source: Bundesministerium fiir Bildung und Forschung 2005.

Total 2004: EUR 23 billion

Companies (net expenditure) (*)
63%
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Around 30% of German companies provide dual training. A
further 31% do not participate in dual training, though they
are eligible to offer training places. The remaining 39% are not
eligible. Small firms are slightly more involved than large com-
panies. The construction business, agriculture, restaurants and
hotels, healthcare and the education sector provide a higher
share of dual training places.

Annually, around 600 000 new individual training contracts
are signed. As Figure 4 shows, the difference between demand
for and supply of training places has increased. The difference
grew to 30 000 training places at the end of September 2004.
Preliminary figures indicate a slightly decreasing gap in 2005.
In 53% of the 176 German labour market districts, the balance
of dual training markets was adequate or even favourable
from the demand perspective. In 27% of districts, the situation
was unfavourable or even very unfavourable (less than 88
training places per 100 applicants). The balance was particu-
larly unfavourable in the eastern Lander, but also in parts of
western Germany. As the regional economy dominates train-
ing markets, all occupations involved in dual training were
affected in similar ways. Applicants with lower grades from
formal education were disadvantaged.

Faced with these difficulties, two approaches have been dis-
cussed and implemented:

e A training tax (Ausbildungsplatzabgabe) for those
employers not providing a sufficient number of training

Youth employment in Germany

places, which should force them to offer training places.
The required ratio of training places in relation to size of
staff and the appropriate level of the tax were to be deter-
mined by the government. The law was passed in May
2004, but allowed voluntary commitments by employers
to increase training and thus avoid the tax. So far, this
alternative is being practised. The reasons for choosing
the voluntary alternative were not just political. The train-
ing tax was difficult to administer in practice.

Together with the Federal Ministry for Economics and
Labour, the Federal Ministry for Education and Research
and the Federal Labour Agency, the employers associa-
tions BDA BDI, DIHK and ZDH (™) signed a ‘national train-
ing pact’ in 2004. The employers promised to offer 30 000
additional dual training places every year until 2006 and
an additional 25 000 entry qualifications.

It was announced in September 2005 (Federal Ministry for
Economics and Labour et al., 2005) that the promised figures
for extra training places had been achieved. Additional compa-
nies offered new training places. As Figure 4 indicates, the
number of training places offered by companies increased in
2004. However, the number of trainees searching for a train-
ing place was also significantly higher than in the previous
year.

As indicated in the Lisbon reform plan assessment report
(Vogler-Ludwig, 2005), it is difficult to declare this as a success

Figure 4: Dual training market, Germany
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Source: Bundesministerium fiir Bildung und Forschung, 2005.

()

Bundesverband der deutschen Arbeitgeberverbéande (BDA), Bundverband der deutschen Industrie (BDI), Deutscher

Industrie- und Handelskammertag (DIHK), Zentralverband des deutschen Handwerks (ZDH).
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Figure 5: Employment and dual training by sectors
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Source: Bundesministerium fir Bildung und Forschung (2005).

of the "'national training pact’, even if business associations
have been able to activate a certain number of companies and
offer some compensation for the decline of apprenticeship
training. The activities have not been strong enough to com-
pensate for weak labour demand and the disengagement of
business from dual training. Dual training is under-represent-
ed in several growing branches of the tertiary sector (Figure 5).
While employment in the tertiary sector grew by 50% between
1990 and 2002, the number of training places declined by
10% by 2002. Moreover, the decline of employment in the sec-
ondary sector was accompanied by a disproportionate reduc-
tion of dual training places.

Thus, both the change of employment to a greater number of
service jobs and the retreat of companies from dual training
since the middle of the 1990s has reduced the demand for
trainees in dual training. This phenomenon indicates a funda-
mental change of skill needs for which the dual training sys-
tem has gradually become inadequate.

The rising demand for a highly flexible labour force with theo-
retical knowledge and technical skills is responsible for this
change (Biichtemann and Vogler-Ludwig, 1997). Formalised
dual training is in many cases too slow and inflexible. Most
importantly, it is a training system which provides highly spe-
cialised initial training rather than a broad skills basis for
future specialisation. Transition to a knowledge-based econo-
my can hardly succeed with this concept.

Young people have increasingly chosen higher education and
training and thus contributed to the erosion of the dual train-
ing system. The number of entrants to universities increased by
35% between 1993 and 2003. Preparatory measures for voca-
tional training increased by 77%. The number of entrants to
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the dual system, however, decreased by 2% (BMBF, 2005,
p. 86). As a result, competence levels among new entrants to
dual training have decreased.

Efforts to modernise the system of dual training are positive but
insufficient. By August 2005, five new training curricula had been
implemented and 18 (out of 350) updated. Through these small
reform elements the dual system is adjusting to specific problems.
But this does not make it more attractive to employers.

3. Support for
disadvantaged

young people

The screening process for entrants to the dual training system
is strict, and the non-selection of less competitive young peo-
ple became a considerable problem. Some 15% of young peo-
ple are left without vocational training, living on low incomes,
with poor career prospects and a high risk of unemployment.

The widening gap between supply and demand for dual train-
ing places forced federal and Ldnder governments and munic-
ipalities to offer training, or at least preparation for training, to
young people. Considerable efforts were made through the
provision of additional training places, school-based training
and individual consulting.

e Work-oriented social work — programmes to integrate
young people at risk of missing vocational training.

o4
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e Preparatory measures for vocational training (Berufsvor-
bereitung) — programmes to provide basic working abili-
ties and knowledge about specific professions through
one-year schooling (Berufsvorbereitungsjahr, Berufs-
grundbildungsjahn), or individual preparation for voca-
tional training (Neues Fachkonzept der Bundesagentur fiir
Arbeif). Moreover, entry qualifications provided by com-
panies for disabled young people can be publicly support-
ed (Einstiegsqualifizierung). Preparatory measures are
based on competence modules (Qualifizierungsbausteine)
which are derived from the curricula of dual training and
adjusted to the abilities of the target groups. Individual
consultation is a principle of preparatory measures.

e Integrative vocational training — programmes which
lower the entry barriers to vocational training by shorten-
ing or simplifying training courses, and in particular by
addressing lack of knowledge. This is done through the
introduction of two-year dual training courses.

e Extending the number of dual training places — the quantita-
tive limitations of dual training markets forced federal and
Lander governments to extend the number of training places.

Evaluation of work-oriented social work and the preparatory
measures showed that individualised pre-training approaches
are particularly successful since they take into consideration
the capabilities and preferences of young people. Good results
could be achieved at the first threshold to dual training. The
creation of school-based dual training places, however, did not
perform sufficiently well, because of missing links to practical
work in the companies rather than participants’ lack of knowl-
edge (ISG and Economix, 2005).

4. The new German
government’s plans

Education and training is one of the central areas for political
action in the recent coalition treaty signed by the CDU/CSU
and SPD (2005, p. 30). The government therefore plans to
modernise the education and training system.

In the area of dual training, the government intends to revise
the recently passed Dual Training Act. The concept of compe-
tence modules will be strengthened through certification and
acceptance as part of dual training. Particular attention will be
given to young people with an immigration background.

Continuing training will be promoted through the develop-
ment of certification standards for courses and the improve-
ment of guidance for trainees through the complex system of
continuing training.

Youth employment in Germany

University training should be extended. The target is that 40%
of school leavers should start university studies. The federal
government is offering support to the Lander governments in
improving quality standards, promoting young teachers and
scientists and internationalising universities. A nationwide
ranking of universities should be introduced. Women should
be promoted in their university careers.

5. Conclusions

For a long time, education and training was an asset for Germany.
The specific duality of practical work in companies and school-
based education provided a broad skills basis for the economy.
Unemployment remained low among young people, and so there
was little reason to change such a successful approach.

But Germany's competitive environment changed. Many of the
industrialised and industrialising countries invested signifi-
cantly in human capital, developed alternative concepts for
vocational training and thus extended their skills. This chal-
lenged the rationale of the dual training system. Gradually,
Germany had to realise that the competitive advantages from
dual training are vanishing.

A number of challenges have resulted from this situation.

e The dual training system will have to develop into a flex-
ible vocational training system. This means that compe-
tence modules will be the basis of training.

e Therising demand for theoretical competences in combina-
tion with professional knowledge calls for an extension of
school-based training in professional schools or colleges.

e A substantial proportion of disadvantaged young people
do not have a realistic prospect of entering regular train-
ing and getting a skilled job.

e The legislative division of responsibilities for education
and training in Germany is complicated. While a variety of
educational approaches appears to be an advantage, the
centralised approaches implemented by the Ldnder gov-
ernments restrict innovation. A basic reform of general
education is therefore required to decentralise responsi-
bilties. In particular, primary education needs reforms, as
disadvantaged young people come from these schools.

The task in tackling these challenges is clearly huge. Nevertheless,
a broad political consensus about the necessity for reform has
been achieved among the political parties and social partners.

EEO Review: Autumn 2005

65



National reports on youth employment — 2005

. . Institut flir Sozialforschung und Gesellschaftspolitik and
Bl bllog 1® phy Economix Research and Consulting (2005) Evaluation des
Gesamtsystems zur Unterstiitzung benachteiligter Ausbil-
BMBF (2005) Berufsbildungsbericht 2005. dungsbewerber in Sachsen, Endbericht,15 Juni 2005.
http://www.bmbf.de/pub/bbb 2005.pdf http://www.economix.org/ISG_ECONOMIX Evaluation

Sachsen.pdf

Blichtemann, C. and Vogler-Ludwig, K. (1997) Das deutsche
Ausbildungsmodell unter Anpassungszwang. Thesen zur Vogler-Ludwig, K. (2005) EEO quarterly report, Germany.
Humankapitalbildung in Deutschland, Ifo Schnelldienst 17/18,

1997. Vogler-Ludwig, K. et al. (2003) Ausbildung fiir einfache
http://www.economix.org/kompetenzfeld2.htm Berufe.

http://www.economix.org/Berufe.htm
CDU/CSU and SPD (2005) Erneuerung — Gerechtigkeit — Nach-

haltigkeit; fiir ein wirtschaftlich starkes, soziales und ékologis-
ches Deutschland, fiir eine lebendige Demokratie.
http://www.cducsu.de/upload/koalitionsvertrag/index.htm

66 EEO Review: Autumn 2005



Youth employment in Greece

1. Trends

Employment rates, particularly youth employment rates, have
traditionally been low in Greece (®). In 2004, the overall
employment rate was 59.4% (the EU-25 average was 63.3%).
By comparison, the youth employment rate was just 26.8%
(EU-25 average 36.8%). Between 1999 and 2004, the overall

employment rate increased by 3.5 percentage points (from
55.9 to 59.4%). But the youth employment rate dropped
slightly from 27.2% in 1999 to 26.8 in 2004, while in 2003 it
was 25.3%.

Decreasing youth employment rates reflect developments in
labour-force participation rates, as activity and employment
rates are closely related to each other.

Figure 1: Male employment rates by broad age group, 1999-2004
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Figure 2: Female employment rates by broad age group, 1999-2004
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Source: Eurostat, LFS results.

(®)  In Greece, the term 'youth’ generally refers to 18-30-year-olds. For reasons of comparability, the definition of young peo-

ple adopted in this report is the 15-24 age group.
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Figure 3: Unemployment rates, by broad age group, 1993-2004
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Employment rates by age and sex are shown in Figures 1 and 2.
The difference between the employment rates of young men
and young women is insubstantial. Indeed, the employment
gender gap by age appears to be smaller among young people
(10.9% in 2004) than among those aged 25-54 (31.8% in
2004).

Figure 3 compares the unemployment rate of young people
(ages 15-24) and the labour force as a whole (ages 15-64).
Young people have much higher unemployment rates than
the rest of the working-age population. The unemployment
rate of young people in Greece (26.9% in 2004) was among
the highest recorded in the EU-25 (average 18.7%). In addi-
tion, the youth unemployment rate resembles the overall
unemployment rate. The youth unemployment rate tends to
increase following increases in the overall unemployment
rate and, conversely, tends to decrease when the overall rate
drops.

The risk of unemployment is by no means spread evenly
among young people. Women (regardless of age) face higher
unemployment rates than men. Figures 4 and 5 show the
youth unemployment ratios for men and women in Greece and
the EU-25. Young women face much higher unemployment
rates than men, and this problem is particularly serious in com-
parison with the EU average.

Finally, irrespective of sex, the youth unemployment ratio
appears to be declining in Greece. The relative gains have been
more substantial for young women (the ratio declined by 3.5
percentage points between 1999 and 2004) than for young
men (down by 2.1 percentage points). This is an encouraging
development, as young women face a higher risk of unemploy-
ment than young men.

WAge 15-24 O Age 15-64

L
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Regions with high adult unemployment rates also tend to
have high youth unemployment rates. In addition, the highest
unemployment rates are of young people with intermediate
education qualifications (i.e. secondary school and higher
vocational school graduates).

To sum up, Greece is facing a serious problem of youth unem-
ployment. This has aroused the interest of the media, the wider
public, politicians and academics. The discussion so far has
revolved around the reasons for the high youth unemployment
rates.

One explanation is that aggregate demand is insufficient. An
increase in aggregate demand would lead to an increase in the
demand for labour in general, benefiting young people as well.
It appears that variations in youth unemployment are related
to variations in adult unemployment. Opponents of the aggre-
gate-demand explanation point to the situation of economic
immigrants, since Greece has been able to employ a large
number of them. Hence, it is unlikely that a deficit in employ-
ment opportunities exists in reality.

Those in favour of institutional explanations for youth unem-
ployment suggest that existing employment legislation pro-
tects insiders and creates a ‘periphery’ of outsiders, comprising
mostly young people and women. Admittedly, employment
protection legislation in Greece is among the strictest in the
EU, discouraging early entry into employment. However, more
flexible labour market regulations might alter the demograph-
ic profile of unemployed people, but would be unlikely to
affect the volume of unemployment.

Finally, those focusing on the links between education and the
labour market suggest that young people’s skills do not
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Figure 4: Youth unemployment ratio, males, 1999-2004
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Figure 5: Youth unemployment ratio, females, 1999-2004
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correspond to the needs of employers. In 2000, the incidence
of job mismatches was 40% in Greece, the second highest in
the EU (™). Further aligning the skills mix from the education
and training systems to the needs of the labour market would
prove beneficial for new entrants to the labour force.

(™  Eurostat.
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2. Measures faken
to promote youth
employment

2.1. Education and training policies

Various measures have been taken to combat school failure
and restrict the number of drop-outs:

e All-day schools, which are viewed as one of the most
successful innovations introduced in the education sys-
tem during recent decades. They started in 1998 and
according to the latest available figures there are cur-
rently 2 528 all-day schools and 1542 all-day kinder-
gartens. Most are financed by the state budget.

e Support classes, established in all lower and upper-sec-
ondary schools and primary schools. They offer supple-
mentary teaching in a variety of school subjects, free of
charge, to help students to improve their school per-
formance. Since the introduction of the scheme in 1997,
more than 230 000 students have benefited.

e Evening schools for young people aged 14-18 who have
not completed lower secondary education (compulsory
education); 28 000 young people attend evening schools.

e Second-chance schools targeting young people and adults
(18-30) who have quit school and wish to complete compul-
sory education to improve their labour market prospects or
return to normal education. There are currently 43 such
schools in operation. The number of students attending
them has almost doubled within one academic year.

e Vocational education at secondary level, provided in
technical vocational schools (TEEs). TEEs were first
introduced in 1998 and have since succeeded in attract-
ing an ever-increasing share of the student population.

e [nitial vocational training at post-secondary level, pro-
vided by the Organisation for Vocational Education and
Training. The duration of training ranges between two
and four semesters.

¢ Continuing vocational training, provided by vocational training
centres (KEKs), which are public and private training organisa-
tions. KEKs target unemployed people as well as employed
workers of all ages and educational background and offer
short, usually job-specific training in different subjects.

2.2. Labour market and
employment-related policies

Although most active labour market policies do not target
young people exclusively, they can facilitate the transition
from school to work. The most important measures are:

e Preventative services provided by the Manpower
Employment Organisation’s centres for employment
promotion. Individualised assistance is now well-estab-
lished, and a large number of registered unemployed
people already have personal action plans drafted by
job counsellors.

e An employment subsidy programme for young unem-
ployed workers. The scheme targets 7 800 young people
aged up to 30. Firms recruiting such workers are enti-
tled to subsidies for 21 months. Employers are obliged
to continue employing the subsidised person for at least
three months following the expiry of subsidies.

e 'STAGE' programmes in the fields of health and welfare,
social security, the environment and local authorities.
Unemployed people are placed in public organisations
to obtain work experience. The scheme is open to young
registered unemployed people under 40. Placements
last from nine to 18 months.

e A’STAGE' programme for private-sector enterprises, tar-
geting 5 000 young unemployed people (up to age 30)
and helping them to acquire work experience. The
majority of the posts are earmarked for young unem-
ployed women. Placements last for six months and
employers receive a subsidy. The subsidy is granted for
18 months, and employers are obliged to continue
employing the subsidised worker for another six to 12
months.

A full-scale evaluation study of the measures outlined above
or, more generally, an evaluation of current youth policies is
lacking. From a variety of evaluation reports, often generat-
ed in connection with operational programmes and EU
resources, the following (general) points can be made.

The measures taken since the latest educational reform (1998)
have reduced early school-leaving rates. According to Eurostat,
the proportion of 18-24-year-olds achieving lower secondary
education (International Standard Classification of Education
(ISCED) level 2) or less and not attending further education or
training has declined from 18.6% in 1999 to 14.9% in 2004.
This estimate compares favourably with the EU-25 average,
which was 15.7% in 2004.
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In the field of employment and training policies, however, suc-
cess appears to have been more modest. Evaluation studies of
the employment subsidy programmes indicate that a significant
proportion of participants (46%) continue to work with the same
employer after the end of the subsidy period. However, serious
problems associated with deadweight and substitution were
revealed. Besides, other reports on the effectiveness of continu-
ing training for unemployed people indicate that, in the six
months after training, only 17% of participants secure employ-
ment (™). As a result, young people continue to face serious prob-
lems in the transition from school to work ().

3. Roles of the labour
market actors

Certain features of the Greek education and training system
hinder the optimal use of resources. General education, voca-
tional education, initial training and further adult education
(all under the Ministry of Education) are organised in distinct
and mutually isolated pathways. These pathways exist along-
side continuing training, on-the-job training and active labour
market programmes, which are separate and governed by the
Ministry of Employment and Social Protection and the Man-
power Employment Organisation.

A new Framework Law (3191/2003) established a national
system for combining vocational education and training with
employment. When fully implemented, this law will rationalise
vocational education and training, accreditation of profession-
al qualifications and training outcomes, counselling and voca-
tional guidance and employment-related assistance. It is also
expected to exploit synergies and promote collaboration
among the various stakeholders in training and employment-
related activities.

A new Law on Lifelong Learning (3369/2005) has also been
introduced. Finally, during 2005, progress has been made in
implementing the national action plan to establish a single
training accreditation system.

4. Conclusions

Greece is facing a serious problem of youth unemployment.
Employment rates among young people are low by both Euro-
pean and national standards, and have remained fairly

Youth employment in Greece

constant over the last five years. Unemployment rates, on the
other hand, are high. Policy response has focused on the reg-
ulatory and organisational aspects of service provision in the
fields of education, training and active measures. Various
schemes have also been launched, aimed at promoting youth
employment. Although it is too early to assess the results,
these new measures are expected to increase the effective-
ness of interventions and lead to a more employment-friend-
ly education system, placing greater emphasis on labour
market outcomes.

Useful websites

Employment Observatory
http://www.paep.org.qr/

Eurostat
http://europa.eu.int/comm/eurostat/

General Secretariat for Adult Education
http://www.gsae.edu.gr

General Secretariat for Youth
http://www.neagenia.gr

Institute of Labour
http://www.inegsee.qr/

Manpower Employment Organisation
http://www.oaed.qgr/

Ministry of Development
http://www.ypan.gr/

Ministry of Economy
http://www.ypetho.gr/

Ministry of Education
http://www.ypepth.gr

Ministry of Employment and Social Protection
http://www.ypakp.gr/

National Accreditation Centre
http://www.ekepis.gr

National Statistical Service of Greece
http://www.statistics.gr

()  This estimate is from a 2005 study conducted for the mid-term evaluation of the regional operational programmes of the

current Community support framework (2000-06).

(") According to national estimates (from the National Statistical Service of Greece) for 2000, the average time between com-
pletion of studies and first job ranges from 22 to 39 months, depending on the educational field (http://www.statistics.qgr).
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Youth employment in Hungary

Introduction

In 2004, the average unemployment rate of people aged 15-
25 in the EU was 18.7%. Despite the low overall unemploy-
ment rate in Hungary (6.1% in 2004), the proportion of eco-
nomically active young people who did not have a job was
more than twice as high, at 15.4%. It is of even more concern
that this figure has increased from a rate of 11.1% in 2001
(Eurostat).

1. Youth unemployment
in figures ()

Despite Hungary being a country of low unemployment, the
data make it clear that youth unemployment is a serious prob-
lem. Among the youngest cohorts of the economically active
population (aged 15-25), the unemployment rate (as defined
by the International Labour Organisation) was 15.4% in 2004.
Figure 1 gives the unemployment rate by age cohorts, and

shows clearly that the younger the cohort, the higher its
unemployment rate ().

These figures are a cause for concern, but in comparison with
other EU countries, they are not particularly high. The EU aver-
age youth unemployment rate was 18.7% in 2004, which is
much higher than the Hungarian figure. Youth unemployment
in Hungary, however, has shown an increasing trend in recent
years. It reached its lowest level in 2000 (12.7%), but has been
rising ever since.

Unemployment rates do not vary much by gender, but women
generally tend to have higher unemployment rates than men,
as Figure 2 shows.

By contrast, the unemployment rate of individuals with differ-
ent educational attainment varies widely. Figure 3 shows
unemployment rates by age profiles for four educational cate-
gories: eight completed years (classes) or fewer, vocational
training, high school graduates and higher education gradu-
ates. The differences are dramatic, showing that the most
important way of combating unemployment is to invest in
education.

Figure 1: Rate of unemployment by age
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Source: Hungarian LFS, 2004.
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The figures presented here are drawn from the 2004 Hungarian labour force survey (LFS), a database of a representative

sample of Hungarian people aged over 15, containing information on about 80 000 people in each quarter of the year. |

thank Judit Mathé for her careful assistance.

()

The official definition of youth is up to 25 years old. Nevertheless, unemployment rates for the cohorts up to age 35 are

shown, because this includes graduates from tertiary education. This group may have its own problems and can also be
useful as a comparison group. If education increases the chances of employment, it is useful to look at the figures of the

highest-educated group.
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Figure 2: Rate of unemployment by age and gender
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Figure 3: Rate of unemployment by age and type of education
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Source: Hungarian LFS, 2004.

Unemployment among the youngest group (under 18) is very
high: over 30%. Needless to say, these young people have
very low educational levels — vocational school at most.
Unemployment rates for vocational school graduates drop
rapidly, reaching 20% by the age of 20. Under the age of 23,
vocational school and high school graduates have the same
unemployment rate (12% for the oldest cohort), while those
with only eight completed years of education have an unem-
ployment rate of around 20%. The chances of this latter group
becoming unemployed do not decrease much by age.
Between the ages of 22 and 35, 15-20% of the active popu-
lation are unemployed. Vocational school graduates’ unem-

High school
University

- = - 8 years of education
—e— Vocational

Age

ployment rate drops steadily up to the age of 27, when it sta-
bilises at around 7% and stays relatively stable, in some
cohorts reaching 9%. The chances of being unemployed are
always lower for high school graduates at these ages. Their
unemployment rate drops to 5% by the age of 28, and
remains at this level for older age groups. Graduates of terti-
ary education have the lowest unemployment rate.

In summary, it seems that the most important differences in
unemployment rates arise from young people’s level of educa-
tional attainment.
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2. Policies affecting
youth unemployment

Several policy measures influence unemployment, most obvi-
ously the unemployment insurance system and special pro-
grammes concerning young people’s employment opportuni-
ties, but also other factors such as job protection, the childcare
system and education.

Unemployment insurance —starting in 2006, the unemploy-
ment insurance system has changed in order to promote active
job-seeking. Under the current regime, the level of benefit is
flat-rate and not tied to the wages that unemployed people
received in their last job. The new regime is designed to reduce
disincentives and motivate unemployed people to actively
search for a job.

In the first three months that unemployment benefit is
received, the level will depend on the recipient’s last salary.
Then in the following six months the benefit is flat-rate and
the same for everyone. As an additional incentive, people who
find a job during those six months will receive half of the
unpaid benefit as a bonus. To separate jobseekers from non-
jobseekers, the government is going to increase the monitor-
ing of unemployed people, and provide the benefit only to
those who actively search for work. In addition, labour offices
will assist them more effectively.

Policies for new entrants to the labour market — new
entrants to the labour market usually have great difficulties in
finding a job, partly because they have no job experience.
Another problem they face is that they are not entitled to any
benefit, as the eligibility condition is one year of employment.

Legislative changes in 2005 targeted the reduction of the tax
burden for new entrants, to increase their employment
prospects. Employers of new entrants will benefit from a
reduction of the payroll tax for a period of two years. This
advantageous treatment applies to people under 25 who have
not previously had a job. For tertiary education graduates, the
equivalent age limit is 30.

In addition to the reduction of taxes levied on new entrants’
wages, several other active labour market policies concern the
employment of new graduates (*):

e If an employer takes on a new entrant in a job that is
appropriate for the entrant's qualifications, the state
budget pays 50-100% of the new entrant’s salary for a
maximum period of 360 days. The condition for this

(®)  For reference, see Government Ordinance 68/1996.

subsidy is agreement to employ the new entrant for a
period of at least 360 days.

Labour offices can suggest free-of-charge retraining pro-
grammes for new entrants.

e Those enterprises which employ a new entrant who has
done an apprenticeship with the firm can receive a sub-
sidy of up to half of the minimum wage. The conditions for
this subsidy are that the new entrant must have graduat-
ed not longer than 90 days ago, and that after the subsidy
expires the employment contract is prolonged by at least
90 days.

Childcare policies — maternity allowances are fairly generous
in Hungary. Firstly, a mother can receive 80% of her previous
monthly salary (maximum HUF 83 000) up to the second birth-
day of her child. The allowance is conditional on not being in
employment. Secondly, those who did not work in the period
prior to the birth of their child are entitled to HUF 24 700
monthly until the third birthday of their child (GYES is the Hun-
garian acronym for this allowance). (Those who worked can
get the GYES between the second and third birthday of their
child.) During the first year, the mother is not allowed to work.
After that she can work part-time, or full-time if the work can
be done from home. Thirdly, until their children are aged 22,
practically all families are entitled to a subsidy called family
allowance, which varies between HUF 5 100 and 8 400 per
child, depending on the number of children and whether the
parent is single or not.

These child subsidies have the effect of reducing substantially
the labour supply of mothers, especially until their children are
three years old.

To decrease the negative labour-supply effect associated with
maternity benefit, grandparents are also entitled to the GYES.
Moreover, from 2006, women will be allowed to work full-time
after their child’s first birthday. Allowing parents to work while
receiving the benefit will certainly have beneficial effects on
the labour supply, but will also be quite costly. Everyone who
works will receive the benefit, including women who intended
to work even at the cost of losing the benefit. Only a survey
and careful analysis would be able to predict the costs and
benefits of this policy change; such analysis has not yet been
done (at the time of writing).

Another factor that affects the labour-supply decisions of
young parents — and through it their prospects of employment
— is the degree of development of childcare in Hungary. State-
provided daycare and kindergartens are very inexpensive, but
are not available everywhere. To enhance labour market
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participation, the government has announced the creation of
a daycare centre in every town above 10 000 inhabitants, and
family-run daycare centres in smaller settlements.

The effects of employment protection on youth unem-
ployment — regulation that may have an important, albeit
indirect, effect on youth unemployment concerns job protec-
tion. In Hungary, severance pay is not very high and can be
received only after three years of tenure, when it is equal to
one month'’s salary. The value of severance pay increases with
tenure, reaching as much as the equivalent of six months’
wages after 25 years of service (*). For fixed-term contract
employment, however, if there are layoffs the employer has to
pay all the employees’ foregone wages, with a maximum pay-
ment of one full year of wages for contracts longer than a year.
Thus, if a firm employs a worker for a fixed term, it is very
expensive to lay off that employee. As fixed-term contracts are
usually used in the case of young employees, the high costs of
layoff may decrease their employment chances.

Education as insurance against joblessness — as noted
above, unemployment is determined to a large extent by indi-
viduals’ level of education: the higher the level, the lower the
unemployment rate.

So what is the level of education in the Hungarian labour
force? Is it high or low in comparison with other OECD coun-
tries? Kertesi and Varga (2005) observe that the answer
depends on how vocational education is categorised. If it is
considered to be higher secondary education — as is the case
officially — then the average level of education in Hungary is
high in comparison with the OECD average. The authors pro-
vide a large amount of evidence, however, that this type of
education should be classified as lower secondary, which puts
Hungary at the same level as Italy (with only Spain and Portu-
gal lagging behind).

To summarise, despite official optimism regarding the high accu-
mulation of human capital, the level of average education in
Hungary is low in comparison with other European countries (*').

However, it should also be noted that there was an unprece-
dented expansion of education during the 1990s, and a shift
towards higher-quality education. Between 1990 and 2002,
the number of students in ‘gymnasiums’ increased from
24100 to 33500, and graduations from higher education
increased from 24 100 to 50 500 (Lannert, 2005). The effect of
this expansion can be measured, for example, by an increase
in the literacy index, which rose strongly during the last
decade. But, on the other hand, the popularity of lifelong
learning in Hungary is lagging behind the EU.

Youth employment in Hungary

Looking at teenagers (aged 15-20) with eight completed years
of education at most, one third do not take part in any supple-
mentary education. With the same educational attainment and
aged 21-30, about 97% do not take part in any formal educa-
tion. These figures are very similar for people who have grad-
uated from vocational schools. In contrast, about 20% of those
who graduate from higher education take part in some other
type of education by the age of 30 (Varga, 2005).

In conclusion, perhaps the most important educational policy
that Hungary should employ is the upgrading of vocational
education, to provide a larger amount of general human capi-
tal and skills that are demanded by the labour market.

3. Conclusions

Despite the low average unemployment rate, youth unemploy-
ment is a concern in the Hungarian economy. The rate is over
15%, and the trend has been upward. The figures in this article
show that the biggest problem is the inadequate or very low
level of education received by a large proportion of the popu-
lation. The unemployment rate declines strongly with the level
of education, the most vulnerable being the least educated and
those who graduate from vocational schools. Therefore, the key
policy would be to retain people as long as possible in the edu-
cation system, and secondly to improve vocational training in
order to provide skills that are valued by the labour market.

Measures taken this year will hopefully help to reduce unem-
ployment in general and unemployment among young people in
particular. The most important of these policies is the reorgani-
sation of the unemployment benefit system, linking it to unem-
ployed people’s last salary while also gradually reducing the
benefit level according to duration of unemployment. Secondly,
special programmes supporting firms employing new entrants
to the labour market have been created, which will hopefully
facilitate the employment of this category of young people.
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Youth employment in Ireland

1. Trends

The sustained period of high economic growth in Ireland over
the last decade has led to nearly full employment. The youth
unemployment rate in Ireland (15-24-year-olds) stood at 8.3% in
the second quarter of 2005. Although youth unemployment is
significantly higher than in other age categories (the national
unemployment rate for the same period was 4.2%), it remains
below the EU-25 average which was 18.5% in the second quar-
ter of 2004. The small gap between youth and other unemploy-
ment in Ireland can be attributed to the natural time period
between leaving secondary and higher education and securing
employment. Table 1 provides an analysis of recent trends in
youth unemployment.

Table 1 highlights the lower levels of unemployment among
the older age group. Those aged 20-24 would be expected to
have left a higher education institute or been of working age
for four to eight years, allowing them to gather sufficient expe-
rience to access more employment opportunities.

Table 2 shows that the employment rate increased for both
15-19-year-olds and 20-24-year-olds between the second
quarter of 2004 and the second quarter of 2005. Again, the
significant difference in employment rates between the older
and younger age groups is apparent. Perhaps the most striking
feature is the substantial variations in youth employment rates
during the year. This is a result of the often temporary and
transient nature of youth employment, with much higher rates
apparent in the summer months (June-August).

Table 1: International Labour Organisation (ILO) quarterly (Q) unemployment rate (%)

Age 15-19 Age 20-24
All Male Female All Male Female
2004 Q1 10.5 10.9 9.9 7.0 7.3 6.7
2004 Q2 121 12.1 12.2 6.9 7.5 6.1
2004 Q3 14.4 13.8 15.1 8.5 8.4 8.6
2004 Q4 13.4 14.3 12.2 7.1 1.7 6.6
2005 Q1 10.2 1.1 9.1 6.7 7.4 6.0
2005 Q2 11.0 11.3 10.6 7.4 8.4 6.3
Source: Central Statistics Office (CSO), Quarterly National Household Survey (QNHS), 2005.
Table 2: Employment rates (ILO) for people aged 15-24, by sex and age
Male Female Total
15-19 20-24 15-19 20-24 15-19 20-24
Dec. to Feb. 2004 253 70.6 19.6 63.2 225 66.9
Mar. to May 2004 23.8 70.3 17.6 62.0 20.7 66.2
June to Aug. 2004 323 76.7 26.1 67.6 293 721
Sept. to Nov. 2004 24.9 71.7 21.1 66.8 23.1 69.3
Dec. to Feb. 2005 249 71.0 20.3 64.5 22.7 67.8
Mar. to May 2005 24.7 69.4 20.5 64.2 22.7 66.8

Source: CSO, QNHS 2005.
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Table 3: Youth employment by sector (third quarter of 2005)

All people

15-64 15-19 20-24

2005 Q3 % 2005 Q3 % 2005 Q3 %
All sectors 1989.8 100.0 90.4 100.0 250.5 100.0
Agriculture, forestry and fishing 119.6 6.0 4 4.4 5.2 2.1
Other production industries 294.6 14.8 8.1 9.0 33.6 13.4
Construction 252.1 12.7 16.9 18.7 44.4 17.7
Wholesale and retail trade 286.6 14.4 30.2 334 50.1 20.0
Hotels and restaurants 120.4 6.1 15 16.6 24.2 9.7
Transport, storage and communications 118.5 6.0 1.6 1.8 10.8 4.3
Financial and other business services 263.3 13.2 3.8 4.2 35.2 14.1
Public administration and defence 101.0 5.1 0.8 0.9 7.1 2.8
Education 119.8 6.0 0.8 0.9 6.7 2.7
Health 191.5 9.6 1.9 2.1 15.2 6.1
Other services 122.4 6.2 7.4 100.0 18.1 7.2

Source: CSO, QNHS 2005.

The issue in Ireland is not generally considered to be the lack
of employment opportunities for young people, but that such
opportunities are concentrated in low-quality jobs.

This is reflected by an analysis of trends in employment by
sector. Table 3 shows high levels of concentration of employ-
ment in the wholesale and retail trade, hotels and catering,
and construction sectors in both the younger age groups.
These sectors involve a high number of low-paid, low-skilled
jobs. Together they account for nearly half of employment in
the 20-24 age group, and over two thirds in the 15-19 age
group. Access to occupations in these sectors is obviously
easier for young people, as opportunities are more likely to
be short-term or part-time in nature and fit around educa-
tional activities.

The National Youth Council of Ireland (NYCI) has recognised the
concentration of youth employment in economic sectors with a
high number of low-paid, low-quality jobs. The NYCI also high-
lights the fact that many young people ‘are working extremely
long hours for below the minimum wage’ (¥, and identifies the
need to enforce the Protection of Young People (Employment)
Act 1996.

(*)
78

http://www.youth.ie

2. Measures taken
to promote youth
employment

2.1. Education and training policies

A primary policy concern in Ireland is reducing the extent of
early school leaving in the country. An important recent meas-
ure has been the setting up of the National Education Welfare
Board (NEWB). The NEWB is the national agency with responsi-
bility for encouraging and supporting regular school attendance.

In combination with this, the ‘School completion programme’
has been introduced. This programme aims to have a signifi-
cant impact on pupil retention in primary and secondary
schools, and on the numbers of pupils who successfully com-
plete the senior cycle. The ‘School completion programme” has
subsumed the previous ‘Early school leaver initiative’ (for the
8-15 age group), and the ‘Stay in school’ retention initiative.
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A further initiative, targeting young people’s basic skills, is the
'Home school community liaison scheme’. This scheme is tar-
geted at students who are at risk of not reaching their poten-
tial in the education system because of economic or social
disadvantage.

These policy developments are encouraging, and highlight the
focus on early school leaving. It is too early to judge the effec-
tiveness of such initiatives. Central Statistics Office figures
indicate that more than 85% of people aged 20-24 in 2004
had attained at least a leaving certificate or equivalent (an
increase of 3% from 1999). However, this growth is because of
the increasing numbers of students participating in second-
chance further education and training programmes. Ireland'’s
early school leaving rate, at 12.3% in 2005, still lags behind
several other EU Member States (8.6% in Sweden, 8.5% in
Denmark and 9.1% in Austria).

Alongside these new developments, the ‘Early school leavers
programme’ is a long-established policy intervention. Some
early school leavers enter out-of-school programmes, such as
the ‘Community youth training’ programme or FAS (National
Training and Employment Authority) mainstream courses, but
most find it impossible to compete with more qualified candi-
dates. 'Youthreach' is an initiative which aims to provide edu-
cation, training and work experience for young people aged
15-18 with no formal education or training qualifications.

In addition, significant policy attention has also been devoted
to ensuring that young people have the requisite skills to allow
them to flourish and progress in the labour market. Measures
exist to link education and work experience. The FAS ‘Nation-
al traineeship programme’ is an occupational skills develop-
ment programme, tailored to the needs of Irish industry and
local businesses. Traineeships combine off-the-job training in
FAS or FAS-approved training centres with workplace training
in the company. This dual system provides young people with
the opportunity to apply skills and knowledge learned in the
training centre in the workplace. Traineeships are aimed at
new labour market entrants and unemployed people.

Also available is the ‘Vocational training opportunities
scheme’, which provides second-chance education and train-
ing for adults aged 21 and over who have been receiving an
unemployment payment or signing for credits for at least six
months. The programme lasts one to two years, and partici-
pants may choose from a range of options. Trainees receive an
allowance in lieu of welfare entitlements. The scheme is
designed for those who have completed upper second-level
education and want vocational training to enhance their
employment prospects.

A recent report (July 2004) by the Enterprise Strategy Group,
Ahead of the curve: Ireland’s place in the global economy,

Youth employment in Ireland

which is now exerting a significant impact on national policy-
making, also raised a number of issues relating to education
and training. The report recommended that the higher educa-
tion sector needs to adapt to the changing needs of business.
It also stated that the proportion of graduates in Ireland
should be such as to place it within the top decile of OECD
countries, and that the quality of awards from the Irish higher
education sector should be benchmarked internationally.

Ahead of the curve also highlighted the disadvantage to the
economy and to individuals of the drop-out rate of almost
17% from secondary education, and suggested a target com-
pletion rate for the leaving certificate of 90%. It also recom-
mended training for a range of occupations, focused on those
who do not complete the leaving certificate, through new
work-study programmes relevant to the needs of the labour
market. The 'One step up' initiative will pay particular atten-
tion to those with low levels of qualification and in low-level
occupations. The focus will be on raising skill levels rather than
re-skilling, and on transferable rather than company-specific
skills.

A further educational resource to help young people to secure
training and employment opportunities is the network of
youth information centres, established by the Department of
Education and Science.

2.2. Labour market and employment-
related policies

The largely positive trends in employment in Ireland, including
for young people, mean that recent employment policies have
not been age-specific. They have generally focused on meeting
skills gaps and the future skill requirements of the economy.
There are, however, examples of policies with direct relevance
to youth employment, such as the development of the appren-
ticeship system targeting younger age groups.

The national training agency, FAS, is responsible for the provi-
sion of apprenticeship schemes. Apprenticeship is the recog-
nised means to become a craftsperson in Ireland, and is
organised by FAS in cooperation with the Department of Edu-
cation and Science, employers and unions. There are about
23 000 registered apprentices in the country. On successful
completion of their apprenticeship, apprentices receive a
national craft certificate, recognised both in Ireland and in
other countries. This nationally and internationally recognised
certificate will become the requirement for craftsperson status.
Through the systematic development and assessment of skills
and competences, apprentices will become more productive
and reach effective worker standards more quickly. The modu-
lar structure allows for flexibility and cross-skilling, and helps
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to update apprenticeships for future changes. The apprentice-
ship system is generally considered to be highly effective in
developing skills in young people.

Ireland also has numerous active labour market programmes
(ALMPs). Although young people benefit from them, they are
not specifically targeted youth employment initiatives. One
potentially negative development in relation to youth employ-
ment in recent years has been the changes to ALMPs. These
schemes of subsidised training and employment for unem-
ployed people have helped thousands back into work. Prior to
1999, all young people under 25 who had been unemployed
for six months were referred to FAS for an interview. However,
from 1999 this was changed to all people under 25 who had
been listed as unemployed for 18 months. A report from the
Economic and Social Research Institute, Profiling the unem-
ployed: an analysis of the Galway and Waterford live-register
surveys, suggests that such intervention should occur at an
earlier stage. It also proposes a profiling system for identifying
those at risk of becoming long-term unemployed.

The National Youth Council for Ireland has also recently
released recommendations for youth employment policy in its
pre-budget submission, Time to invest in youth. The submis-
sion proposes targeting attention on young people who wish
to become self-employed. A measure should be introduced to
encourage young entrepreneurs to establish businesses for a
period of up to three years and be allowed to claim certain
tax-free allowances.

3. Problematic features
of youth employment

The previous sections of this article highlighted a significant
focus on issues such as early school leaving and the up-
skilling of young people in the labour force. Although facilitat-
ing young people to move from unemployment is still
targeted, it is no longer a major priority. This development
reflects the healthy nature of the economy in general, with
most individuals able to find some type of employment. How-
ever, it should not disguise some problematic features of
youth employment in Ireland. In particular, concern has been
expressed about the low-quality, low-skilled and low-paid
employment that characterises a significant proportion of
youth employment, and the poor working conditions faced by
young people in these jobs.

The prevalence of low-skilled, low-paid employment among
young people was confirmed by analysis. The resulting policy
responses are attempting to limit the flow of early school
leavers into jobs at the bottom end of the labour market by

encouraging young people to stay on and develop their skills
further, so they can secure better jobs after completing their
education. The skills-based initiatives also focus on enabling
young people to progress from poor-quality jobs into higher-
paid and higher value-added occupations.

Alongside these interventions, however, there is a need to tight-
en the application of existing laws to ensure that young people
in Ireland are protected from the worst working conditions.
There is a law to counteract these problems: the Protection of
Young People (Employment) Act 1996, yet the concern is that a
substantial number of employers are ignoring it. The Protection
of Young People (Employment) Act 1996 states that young
workers are entitled to certain rights, such as rest periods, time
off and limits on the number of hours worked. All firms employ-
ing people aged under 18 should display a poster detailing the
rights of young people in the workplace. They must also keep a
register containing the details of each person employed.

As a result of concern from social partners, there was a com-
mitment to evaluate implementation of the Protection of
Young People (Employment) Act. However, as yet, such an
evaluation has not been undertaken. The NYCI has reaffirmed
the need for this evaluation to be conducted. It also advocates
more funding for this area, so that young workers’ rights can
be better publicised.

A final problematic area of youth employment, also relating to
the quality of work, is the rate of pay for young workers. The
minimum wage in Ireland is EUR 7.65 per hour. However, this
does not apply to people under 18, a person employed by a
close relative, or those in statutory apprenticeships.

Clearly, the lower minimum wage rates for those under 18
facilitate lower-paid, lower-quality employment. However, the
pay rate is certainly not the primary cause of the concentration
of employment in low-quality work among 16-18-year-olds,
rather it is directly attributable to low skill levels. Nevertheless,
it raises the issue that lower pay rates for young people are
implicitly accepted.

4. Roles of the labour
market actors

A number of actors are involved, either directly or indirectly, in
influencing the nature and extent of youth employment in Ire-
land:

e The Department of Enterprise, Trade and Employment is
responsible for employment policy and hence youth
employment policy.
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e The Department of Education and Science is responsible
for education policy.

e FAS, the national training agency, is responsible for deliv-
ery of a number of programmes accessed by young peo-
ple to facilitate their entry into the workforce or to
enhance their skills while they are in employment.

e The National Youth Council of Ireland, a major represen-
tative body for young people, is a significant lobbying
organisation.

e The private sector also has a key role in determining the
nature of youth employment in the future. It was noted
above that non-adherence to laws may be resulting in
poor working conditions for young people. The private
sector’s involvement in employment policy-making, for-
malised in the enterprise action plan, is a welcome devel-
opment and will hopefully help to direct youth education
and training, and subsequent employment, towards high-
er value-added occupations.

Youth employment in Ireland

5. Conclusions

This article has highlighted a number of issues in youth employ-
ment. While unemployment is higher in the younger age bands,
absolute levels are relatively low. However, although securing
employment does not seem to be a significant problem for
young people, such employment is heavily concentrated in sec-
tors characterised by low-paid, low-quality employment. This is
especially the case for workers aged 15-19.

This serious issue has contributed to a shift in employment pol-
icy in recent years away from an emphasis on access to
employment for young people towards up-skilling to make use
of better employment opportunities. Education policy is also
important, with the drive to reduce early school leaving crucial
in reducing the trend of low-paid, low-quality employment. The
improvement of work quality will also be facilitated by tighter
control of implementation of the Protection of Young People
(Employment) Act 1996 in the workplace. An evaluation has
been planned for some years now, and should be a priority.
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Youth employment in ltaly

1. Trends

In 1996, the unemployment rate of people aged 15-24 was
30.4%, and 36.2% for women (see Table 1); both rates were
almost three times higher than the corresponding rate for the
whole population. In southern regions, the situation was dra-
matic, with unemployment reaching 55% among young
women (45.3% among all young people). Education data
showed that 21.7% (26.4% in the south) of people aged
14-18 did not attend secondary schools; the majority left
school early and got only low-skilled labour.

Since then the situation has improved: the unemployment
rate of people aged 15-24 decreased in 2004 to 23.5%
(27.2% for women). However, the activity rate fell from
39.8% to 35.6% (36.3% to 31.7% among women). In the
same year, the decrease in the south was greater than the
national average, reaching a historic minimum of 44.6%
among young women (37.6% overall). The percentage of
14-18-year-olds not attending secondary schools decreased
to 7.9% in 2004 (8.6% in the south), and the percentage of
18-24-year-olds who neither finished secondary school nor
continued education decreased from 33.3% in 1996 to
23.7% in 2003.

These positive results may have been produced by: (i) the shift
from passive to active labour market measures in ltalian
employment policies in this period; and (i) very poor demo-
graphic trends, which have reduced the proportion of young
people in the population to levels lower than those of other
EU Member States.

Despite these positive unemployment results, the employ-
ment rate of 15-24-year-olds increased slightly from 27.7% in
1996 to 28.9% in 2003 (reconstructed ISTAT series) before
decreasing again, to 27.2% in 2004, 25.4% in the first quar-
ter of 2005, and 25.9% in the second quarter (¥). Further-
more, data on long-term unemployment shows that, in 2004,
the percentage of young people unemployed for a year or
more was 9.9%, more than twice the overall average for Ital-
ian workers (3.8%).

2. Measures taken
to promote youth
employment

2.1. Italian employment policies
in the last decade

Since 1995, a change has taken place in Italian employment
policies. Traditional passive labour market measures — generous
unemployment benefits, early retirement — started to be
replaced by active labour market policies (ALMPs). These encou-
raged greater participation in the labour market by improving
human capital and better matching labour supply and demand.

Despite different employment policies under the last two gov-
ernments, the shift to ALMPs has been the unifying feature of
recent employment measures. The main differences between
the two approaches have been the provision of incentives for
workers with basic skills/education and, in the second phase,
a tendency to let the market determine matters.

In the first period, the focus of employment policies was to:

e Widen the extent of contractual norms, making labour
contracts more flexible (Law 196/1997);

® |ncrease the financial resources allocated, to sustain hir-
ing and stabilise jobs;

e Improve the match between labour demand and supply
through the development of the public employment serv-
ice (PES) (Law 59/1997, Legislative Act 469/1997 and sub-
sequent regional laws).

In the second period, activities widened labour market flexibil-
ity through flexible contracts (Law 30/2003 and Legislative Act
276/2003) as well as reform of school and training systems
(Law 53/2003 and Legislative Act 59/2004).

(¥)  Further details on youth employment by gender are provided in Table 1.
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2.2. Education and training policies

Educational attainment of 22-year-olds to upper secondary edu-
cation increased from 66.3% to 72.9% between 1999 and 2004
(from 54.1% in 1993), but is still below the EU-15 average
(73.8%). Although the percentage of early school leavers has
decreased in recent years, in 2004 it was 22.3%, still above the
EU-15 average (17.8%). Despite introduction of the ‘training
obligation’ (obbligo formativo) up to 18 years of age, a wide gap
in the number of drop-outs from school persists between the
south and the centre-north. In southern regions, the lack of ade-
quate monitoring makes it difficult to address suitable measures
for early school leavers. In 2004, the percentage of 25-34-year-
olds with tertiary level qualifications was 13.5%, compared with
the EU-15 average of 29.6%.

A comprehensive reform of the school system has been under-
taken in recent years (Law 53/2003). This reform aimed to
reduce the number of early leavers by improving the choices
available, and by better linking education and training to
employment needs. It is not certain, however, that the higher
education system will produce graduates with qualifications in
demand in the labour market.

In 2004, the participation rate in education and training was
6.8% (10.6% EU level), which is lower than the EU-15 average
for any age bracket. After the 1997 revisions, apprenticeships
grew from 284 000 in 1996 to 465000 in 2003. The ‘new’
apprenticeship, outlined in DL 276/2003, is regulated and
implemented by the regions. Inter-professional funds have
been established for continuous training. They are financed
from the revenues of a compulsory levy on businesses, propor-
tional (0.3%) to payroll costs. Vouchers have been successful-
ly introduced in some regions to finance individual training,
particularly for atypical or autonomous workers.

Most active labour market measures have been decentralised,
specifically those regarding apprenticeship and training. The
regions have maintained strategic planning, provinces manage
activities, and public employment centres (PECs) are responsi-
ble for special training programmes for young unemployed
people. Attempts to ensure that vocational training targets
young people with only basic education have not been pursued
at national level (*). Regions and provinces have started to col-
lect data to provide indications of the demand for skills and to
monitor the transition of young people from school to work.

Youth employment in ltaly

2.3. The growing role
of active labour market policies

Measures undertaken to promote and stabilise employment
can be grouped under four main headings, and the effects on
young people in 1996 (prior to policy reform) and 2003 (latest
data available) compared.

1. Incentives (tax cuts/social contribution abatements) to
firms hiring/stabilising workers belonging to disadvantaged
groups. The measures can be categorised according to the
nature of the incentives offered and the workers targeted:

e Workers unemployed for 24 months or more, or who
belong to another disadvantaged category (Law
407/1990, Law 223/1991, Law 381/1991 and Legisla-
tive Act 223/1991). The number of workers involved
has increased from 180 802 in 1996 (50 476 (27.9%)
aged 15-24)) to 434384 in 2003. However, the
percentage of younger workers who obtained such
benefits decreased to 14.1%, amounting to 61 383
individuals, almost half of whom were women.

e Incentives for part-time hiring (Laws 223/1991 and
53/2000). In 2003, 53 040 workers were affected by
these measures (27 752 (52.3%) of whom were
15-24-year-olds), compared with the 4 708 workers
who benefited from these measures in 1996 (2 995 of
whom (63.2%) were aged 15-24).

¢ Incentives for businesses to stabilise the position of
workers hired with atypical labour contracts. Most of
these are regulated by Law 56/1987, which provides
fiscal benefits to firms which transform apprenticeship
contracts into contracts with unlimited duration. The
majority of workers who benefit from this law are
young. In 1996, the percentage of workers aged
15-24 affected by this law was 97.3% (49 015 people
out of 50 375); in 2003, the number of workers affect-
ed by this law increased to 79 504, and the number of
younger workers among them increased to 58 247
(but was down to 73.3% of the total).

e Other incentives to stabilise job positions and favour
the transformation of contracts with a training content
into contracts with unlimited duration (Law 451/1994

() In recent years, there has been a decline in the number of people enrolled in the PECs, from a peak of 5.5 million in 1998
to 3.4 million in 2003. Of these, 40% were unemployed and 15% were employed; only 100 000 received a job offer and
around 69 000 received guidance or training. Among those not enrolled in the PECs, about 372 000 received a job offer
and 50 000 training or guidance. These figures show much needs to be done to increase counselling services.
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and Legislative Act 299/1994). In 2003, these incen-
tives stabilised 15328 contracts, 13 037 of which
(85.1%) concerned younger workers. Under Law
223/1991, 15 934 workers (of whom 13 298 (83.5%)
were under 25) who were registered as having lost a
job and were looking for another one were hired by
firms receiving fiscal abatements. In 2003, these incen-
tives led to the stabilisation of 110776 workers,
67 809 of whom (61.2%) were under 25.

e Two further incentives are: (i) to create jobs in the
southern regions (Law 510/1996), which has involved
3 148 workers, 400 of them (12.7%) aged between
15 and 24; and (ji) job creation through ‘socially useful
jobs" — 3317 new jobs of this kind were created in
2003, of which 208 were taken by workers under 25.
The two sets of measures involved 659 815 workers in
2003, 24.4% of whom (160 928 people) were under
25. In 1996, the workers benefiting from these incen-
tives only amounted to 343 807, 108 814 of whom
(31.6%) were young people.

2. A second group of policies provide incentives through
social contribution abatements to firms providing appren-
ticeship contracts (giving apprentices some sort of train-
ing), and contracts with a training content. In 2003,
493 912 apprenticeship contracts were approved, a large
majority of which (439 199 (i.e. 88.9%)) were held by
younger workers, compared with 284 286 contracts in
1996. The number of contracts with a training content has
decreased recently, from 373 698 workers in 1996 to
190 104 in 2003. The number of young people working
under such contracts has decreased more sharply: from
196 573 to 66 927 (35.2% of the total).

3. The third group of labour contracts providing social contri-
bution abatements are those settled on a part-time basis. In
2003, 1 541 331 workers were affected by these incentives,
compared with 859 144 part-time workers who received
incentives in 1996. Only 129 225 of these contracts (8.4%)
involved younger workers.

4. The last group of measures includes those aimed at encour-
aging entrepreneurship and self-employment. Law
185/2000 supports business creation for young people in
disadvantaged areas. In 2003, financial support amounting
to EUR 568 631511 assisted 12 753 applications and
employed 15 848 people (94.3% of them in southern
regions). Applications by women have steadily increased
over the years, reaching 48% in 2003.

Despite serious regional disparities, no measures have been
taken to promote the mobility of young people, at either nation-
al or transnational level.

3. Problematic features
of youth employment

In several countries, including Italy, young people entering the
labour market benefit from flexible forms of employment, even
though flexible contracts make employment less stable. The per-
centage of workers under 25 who are employed part-time
and/or with fixed-term contracts is twice that for all workers
(27.3% against 13.6% in 2003). Recently, job stability has been
achieved through changes in the forms of employment and also
encouraged by the measures detailed above. However, this
applies only to official work. In Italy, hidden economic activity is
widespread. People employed in the black economy are likely to
suffer from job insecurity and unstable forms of employment,
but data are not readily available. The statistics on the extent of
the population at risk of poverty (i.e. incomes lower than 60%
of the average income) show that the percentage of workers
aged 15-24 who are in such conditions decreased from a peak
of 26.9% in 1998 to a minimum of 22.8% in 2002.

The wage gap between older and younger workers is not only
much wider in [taly than in other European countries, but in
recent years it has also increased considerably.

4. Roles of the labour
market actors

In Italy, continuing vocational training has been carried out with
social partners, who have established joint bodies at different
levels and with different aims (sectoral, geographical, profes-
sional groupings). Training courses take place to upgrade trade
union representatives’ ability to bargain and counsel in training.
Observers argue that bilateral organisations should control and
plan, but not deliver training.

Despite trade union awareness, little attention is paid by the
government to the new needs resulting from “atypical’ labour
contracts, and employers’ involvement in employment schemes
remains rather limited. As some good practice in this direction
starts to be recorded, implementation of the PES could increase
dialogue between policy-makers and social actors at local level.

5. Conclusions

The labour market reforms since the mid-1990s may have
reduced the period of inactivity between school and work, and
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from unemployment/inactivity to employment. The effects of the
reforms on young people are significant. The shift from passive to
active labour market policies may have helped to reverse unem-
ployment before the mid-1990s, but it has also worsened job sta-
bility and some other labour conditions of many younger workers.
After a decreasing trend, employment rates have again worsened.

Youth employment in ltaly

The effects of the reforms undertaken in 2003-04 — the labour
market reform known as Legge Biagi and the reform of the
school and training system — cannot be fully evaluated, as data
are still insufficient. However, as the extension of social benefits
to workers with flexible contracts has not yet taken place, the risk
of precariousness for workers operating under these contracts
remains high. This includes a significant number of young people.

Table 1: Main labour market indicators

Period Activity rate Employment rate Unemployment rate
15-64 15-24 15-64 15-24 Total 15-24
Men and women
1993 58.8 41.8 53.1 30.3 9.7 27.6
1994 58.5 40.6 52.2 28.7 10.6 29.1
1995 58.4 40.1 51.8 27.9 1.2 30.3
1996 58.8 39.8 52.1 27.7 11.2 30.4
1997 59.0 39.8 52.3 27.8 1.3 30.2
1998 59.8 40.4 52.9 28.3 11.3 29.9
1999 60.4 40.1 53.7 28.5 10.9 28.7
2000 61.0 40.3 54.8 294 10.1 27.0
2001 61.6 38.8 55.9 295 9.1 241
2002 62.1 37.8 56.7 29.1 8.6 23.1
2003 62.9 37.8 57.5 28.9 8.4 23.7
2004 62.5 35.6 57.4 27.2 8.0 235
Men
1993 73.8 451 68.4 345 7.3 235
1994 73.1 44.0 67.0 32.7 8.3 25.6
1995 72.6 43.4 66.2 32.0 8.6 26.1
1996 72.5 43.1 66.2 32.0 8.7 25.8
1997 72.4 43.2 66.0 32.2 8.7 254
1998 73.0 44.0 66.5 32.8 8.8 254
1999 73.2 43.2 67.0 32,6 8.4 24.7
2000 73.6 43.3 67.8 333 7.8 23.1
2001 73.7 41.9 68.4 334 7.1 204
2002 74.1 415 69.1 334 6.7 19.4
2003 74.9 41.6 70.0 33.0 6.5 20.5
2004 74.5 393 69.7 31.2 6.3 20.6
Women
1993 43.9 38.4 37.8 25.8 13.8 32,6
1994 43.9 36.9 37.4 245 14.6 33.6
1995 44.3 36.6 37.5 23.6 15.4 35.6
1996 45.1 36.3 38.1 23.2 15.2 36.2
1997 45.6 36.2 385 23.1 15.3 36.2
1998 46.7 36.6 39.4 23.6 15.4 35.5
1999 47.6 36.7 40.5 243 14.8 33.8
2000 48.5 37.1 41.8 253 13.6 31.9
2001 49.5 35.6 43.4 25.4 12.2 28.7
2002 50.2 34.0 44.4 24.5 11.5 27.8
2003 50.9 34.0 45.1 24.6 11.3 27.6
2004 50.6 31.7 45.2 23.1 10.5 27.2

Source: ISTAT.
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Youth employment in Latvia

1. Trends

Recent rapid economic growth in Latvia has been reflected in
rising employment figures. In 2004, employment reached
62.3% (working-age population 15-64), up from 57.5% in
2000. Nevertheless, the employment rate still lags behind the
EU-15 average of 63.3%.

Young unemployed people have historically been regarded as
a key problem group in Latvia, but Figure 1 shows a 30%
decline in the number of young unemployed people between
1998 and 2004. It appears that young unemployed people
shared the positive effects of recent economic growth.

However, the population in this age group has also been
shrinking. The actual youth unemployment rate compared with
the EU-25 is shown in Table 1.

Not only has the Latvian economic boom led to a falling youth
unemployment rate, but Latvia's youth unemployment rate has
also fallen relative to the EU-25 average. Nevertheless, the Lat-
vian rate is just above the EU-25 average. Youth unemploy-
ment also differs by gender: 21% of young women were
unemployed in 2004, compared with 18% of young men.

Table 2 shows recent developments in the unemployment
ratio (*) in Latvia, compared with the EU.

The Latvian youth unemployment ratio has also followed a
downward path, reflecting the economic boom. The ratio is
currently lower in Latvia than in the EU-25 and lower even
than in the EU-15. Also, young women showed a ratio of 6.6%
in 2004, marginally better than young men (6.9%).

This difference between unemployment ratio and unemployment
rate reflects the fact that relatively more young Latvians are in

Figure 1: Number of young unemployed people (aged 15-25), end of year
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Source: Central Statistical Bureau of Latvia.

Table 1: Unemployment rate of people aged 15-24 (%)

1998 1999 2000
EU-25 19.2 18.4 17.4
Latvia 26.8 23.6 21.4

Source: Eurostat.

\.\
\\' Tt - _

1999 2000 2001 2002 2003 2004
2001 2002 2003 2004
17.7 18.2 18.7 18.7
23.1 23.9 17.9 19.2

(®¥)  In contrast to the unemployment rate, which measures unemployment as a share of the economically active population
in the age group, the unemployment ratio measures the proportion of unemployed people in the total population of the

given age group.
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Youth employment in Latvia

Table 2: Developments in the youth unemployment ratio (%)

1999 2000 2001 2002 2003 2004
EU-25 8.7 8.4 8.0 8.2 8.4 8.3
EU-15 8.5 1.7 6.9 7.2 7.6 7.6
Latvia 10.2 8.5 8.1 6.9 6.8
Source: Eurostat.
Table 3: Early school leavers (*%) (%)

2002 2003 2004
EU-25 16.6 16.1 15.7
EU-15 18.6 18.2 17.6
Latvia 19.5 18.1 15.6

Source: Eurostat labour force survey.

higher education than in other countries, and therefore not seek-
ing work. This is also probably a reason for the gender difference,
since relatively more young women are in higher education.

It also points to the main problem underlying the youth unem-
ployment rate — inadequate or insufficient education to meet
the needs of the labour market. A major factor influencing
young people’s employability is their education and human
capital for meeting labour market needs.

2. Measures taken
to promote youth
employment

While Latvian policy-makers have frequently acknowledged
the problem of high youth unemployment, so far no major pol-
icy initiatives have been designed to tackle the problem. How-
ever, with the Structural Funds and especially the European
Social Fund (ESF), more specific measures focusing on reduc-
ing youth unemployment have been included in the national
Lisbon reform programme (NLP) of Latvia for 2005-08. The
main measures are:

e Provision of training places for unemployed young people,
with state and ESF financing of LVL 2.5 million (nearly
EUR 3.6 million);

e Subsidies for employment measures for unemployed
young people (training practice), with state financing of
LVL 1.3 million (just over EUR 2.1 million);

e Provision of work placements during the summer holidays
for young people aged 15-18, with state financing of LVL
1 million (just over EUR 1.4 million).

2.1. Education and training policies

Ensuring acquisition of basic skills and preventing early
school leaving

The problem of early school leavers is important because peo-
ple who leave school without qualifications face a much more
difficult time re-entering education later in life. Table 3 shows
Latvian performance in comparison with the EU.

Even without explicit policy measures, Latvia's performance
has improved in the last three years. The percentage of early
school leavers is now lower than in both the EU-25 and EU-15.

(®)  In the EU, early school leavers are defined as the percentage of 18-24-year-olds having achieved lower secondary educa-
tion (International Standard Classification of Education (ISCED) level 2) or less and not attending further education or

training.
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The improvement in the Latvian figures is probably because of
growing enrolments in tertiary education.

However, the Latvian Ministry of Education has different data
on the number of secondary school pupils who do not gradu-
ate from school (i.e. leave without a diploma). This indicator
shows a different picture. The latest data for the 2003-04
school year show that drop-outs were higher than in the pre-
vious six years (Figure 2).

The NLP for 2005-08 states the aim of improving the availabil-
ity of education at all levels, and to reduce the number of stu-
dents expelled from educational establishments. This issue is
to be tackled by integrating young people into the education
system, especially young people from socially excluded risk
groups. To this end, the NLP envisages the creation of remedi-
al programmes (2005-07), with EU funds amounting to LVL 0.1
million (EUR 0.14 million).

Another policy initiative has been the reform of secondary
schools that use minority languages as the main instruction
language. The reform is to limit the numbers of lessons con-
ducted in minority languages (Russian in most cases) in favour
of the state language (Latvian). The introduction of a bilingual
education system is intended to increase young Russian
speakers’ competitiveness in the Latvian labour market and
facilitate their integration into Latvian society.

However, the reform has faced strong resistance from poten-
tial beneficiaries, who claim that their competitiveness
(together with the quality of knowledge gained during their
studies) is actually decreasing because they have to express
themselves in a complex non-native language. Several studies
conducted by independent non-governmental organisations

and Russian-oriented political parties have agreed, pointing
out the underdeveloped methodology of bilingual education
and lack of suitable textbooks. Moreover, the professional
skills of teachers and their opportunities for further education
are insufficient. Official assessment of the ongoing reform is
not yet available.

Vocational training system

According to current policy, the vocational education system
must ensure that vocational education and skills acquired in
Latvia and abroad should be mutually comparable and com-
patible, and that graduates of Latvian institutions should be
able to continue their vocational education abroad, competing
successfully in the international labour market. However, actu-
al cooperation between education institutions and profession-
al organisations, including trade unions, is minimal. As a result,
it is difficult to set requirements for employee competences
and develop vocational education programmes. Moreover, uni-
fied criteria and methodologies for assessing initial and further
vocational education programmes are not yet established in
Latvia. Thus, there is an absence of real monitoring of voca-
tional education. This is one of the priorities in the NLP.

In the third quarter of 2005, the Ministry of Education and Sci-
ence approved 51 professional education projects to improve
education programmes for workers such as mechanics, carpen-
ters, computer specialists and machinists. The total funding for
all projects is just over LVL 3 4 million (nearly EUR 4.9 million).

Orientation is another key area for promoting the matching of
skills with labour market needs. The main institution here is the
network of Professional Career Counselling State Agency
(PCCSA) offices. The number of people receiving PCCSA services

Figure 2: Early school leavers by study year
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increases every year. A large part of them are young people
choosing a profession for the first time. In cooperation with the
private sector, PCCSA conducts surveys on the professional orien-
tation of primary and secondary school graduates on a regular
basis. The most recent survey showed that most respondents
plan to continue their education after graduating from school.
The NLP for 2005-08 also envisages the introduction of profes-
sional orientation measures directly in schools.

Ensuring that the higher education system meets the
demands of the labour market

The Ministry of Education and Science has proposed signifi-
cant amendments to Latvian higher education legislation,
which are now in the process of public consultation. The main
emphasis in the proposed new legislation is on processes
(study programme, courses, modules), procedures (accredita-
tion, licensing, registration) and final results (qualifications,
academic degrees). In addition, it is proposed to change the
management system of higher education institutions, to sep-
arate academic issues from financial and administrative mat-
ters. A new Higher Education Council will be established, con-
sisting of representatives from higher education institutions,
the Latvian Employer’s Confederation and various other part-
ners. The proposed legislation is based on the experience of
other EU countries, but education experts have already
expressed concern as to whether it will make the education
system more competitive.

Another initiative within the NLP 2005-08 involves conducting
an analysis of labour market demand and updating the classifi-
cation of professions and fields of studies. This should inform
more potential students about the various fields of studies. The
aim is to ensure the supply of labour in areas necessary for the
economy, and to increase the supply of further vocational educa-
tion programmes.

2.2. Labour market and employment-
related policies

Linking education with work experience

The State Employment Agency (SEA) has organised summer
internships for students of general and vocational secondary
educational institutions, to introduce young people to the world
of work. Jobs are often low-skilled, with the intention of encour-
aging students to continue with further education and the
possibility of obtaining higher-skilled and better-paid jobs. The
duration of these internships is three months. In 2005, around
9 000 young people took part in the programme. It is funded by
the state with a budget of LVL 450 000 (EUR 0.64 million). The

Youth employment in Latvia

programme is expected to receive LVL 1 million (EUR 1.42 mil-
lion) in 2005-06.

Another initiative is to provide training places for unemployed
young people, with total state and ESF financing of LVL 2.5 mil-
lion (EUR 3.6 million) in 2005-08. This project is based on an SEA
survey of recently graduated unemployed people, which showed
that lack of work experience was their main reason for unem-
ployment. The internship period is expected to last for six to nine
months. In 2005, a total of 9 228 students and 753 employers
took part in this programme.

Active labour market policies

The State Employment Agency is the major implementation
agency for active labour market policies (ALMPs) in Latvia. In all,
12 641 young unemployed people have taken part in the ALMP
measures described below.

SEA organises subsidised short-term social jobs or work place-
ments for unemployed people. In 2004, the total funding
devoted to this programme was LVL 1.8 million (EUR 2.6 mil-
lion), and 14 894 unemployed people took part. According to
the Welfare Ministry, the programme will continue over the
next two years with 52 projects aimed at employment-facilitat-
ing measures for young unemployed people and people at risk
of poverty and social exclusion. Of these projects, 27 provide
internships for young unemployed people (mentioned above),
and 25 provide subsidised job placements for people at risk of
poverty and social exclusion. In 2004, a total of 1311 young
unemployed people took part in these measures, exceeding the
SEA estimate by 68.1%.

Modular training and measures to promote competitiveness
are available to all registered unemployed people. The pro-
gramme consists of 21 modules, providing contemporary lit-
eracy skills (English, German, Latvian languages, computer
literacy, project management) and specialised professional
skills (e.g. for barbers, accountants, joiners). The content of
specific modules is derived from analysis of demand for cer-
tain skills and qualifications, from labour market studies. In
2004, 976 young people aged 18-25 (22.3% of all partici-
pants) took part in the modular training programme.

According to consultations with officials, there is a significant risk
of merely postponing or diverting unemployment as a result of
these educational measures. It is often the case that those who go
through SEA training programmes then squeeze out those with
less competitive skills in the labour market, rather than taking up
newly created jobs. This is clearly the case in Latgale, where the
unemployment situation is the worst in Latvia. Surprisingly, no
new jobs appear to have been created, despite the resources spent
by SEA on promoting entrepreneurship and skills development.
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3. Conclusions

The youth unemployment situation in Latvia has steadily
improved in recent years. However, some of the most impor-
tant issues, such as the development of high-quality vocation-
al education, or the difficulties faced by young people from
disadvantaged backgrounds, have yet to be tackled. Some
measures are mentioned in the 2005-08 NLP. Increased fund-
ing from the ESF will help, but core problems will be hard to
eradicate.
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Youth employment in Lithuania

1. Trends

Recent economic growth in Lithuania has been accompanied
by a growing demand for labour, decreasing unemployment
and increasing labour productivity. However, the overall
employment rate has been growing rather slowly.

The main data on youth employment are presented in Table 1.
The situation of young people (aged 15-24) is different in the
labour market compared with other age groups. The rate of
employment of young people has been decreasing recently.
The youth unemployment rate has remained relatively high,
and is nearly double the average national unemployment rate.

The youth activity rate is not high, because most people in this
age group are studying and not seeking a job. Between 1999
and 2004, the proportion of young people in education grew
from 59% to 73%. In 2004, the percentage of 20-24-year-olds
having achieved at least upper secondary education (Interna-
tional Standard Classification of Education (ISCED) level 3)
was 86.1% — nearly 10% higher than in the EU-25.

The main problems and challenges for youth employment are:
e A high proportion of children not attending school;

e Insufficient interaction between the education system —
initial vocational education and training (VET) and higher

education — and employers, and consequently a lack of
practical skills and working experience among graduates;

e The slow reaction of higher education institutions to
changes in the labour market;

¢ Increasing emigration of young people.

2. Measures taken
to promote youth
employment

2.1. Education and training policies
Current developments

Lithuania is undertaking a reform of its national education pol-
icy. The major strategic documents are ‘Provisions of the
national education strategy, 2003-12', and the ‘Strategy for
lifelong learning'.

'Provisions of the national education strategy, 2003-12" aims to
develop a flexible and open structure of education, uniting gener-
al education, VET, and formal, non-formal and informal education.

Table 1: Main characteristics of young people (aged 15-24) in the labour market

1999
Labour force (1 000) 1705.5
15-24 labour force (1 000) 208.2
Employed (1 000) 1 456.5
Employed young people (1 000) 151.6
Activity rate (15-64) 72.1
Youth activity rate 42.1
Employment rate 61.4
Youth employment rate 30.6
Unemployment rate 14.6
Youth unemployment rate 27.2
Youth in education (% of 15-24 population) 59.4

2000 2001 2002 2003 2004
16715 1635.8 16303 1641.9 1620.6
180.2 162.4 155.7 156.3 137.9
1397.8 1351.8 1405.9 1438.0 1436.3
126.1 111.9 119.9 117.5 106.9
70.5 69.4 69.3 69.7 69.0
36.3 32.6 30.7 30.0 26.2
58.7 57.2 59.6 60.9 61.1
254 22.5 23.6 22.6 20.3
16.4 17.4 13.8 12.4 11.4
30.0 311 23.0 24.8 22.5
62.2 64.7 68.1 7.1 72.6
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The ‘Strategy for lifelong learning” aims to:
®  Improve access to education;
e Strengthen the coordination of lifelong learning;

e Improve the financing of continuous learning by establish-
ing special funds and involving employers and employees;

e Upgrade the skills of teaching and vocational counselling staff;

e Carry out differentiated development of the regional struc-
ture of lifelong learning.

Early school leaving

To assist early school leavers to return to education, a network
of youth schools was established in 1993. These schools are
geared primarily to 12-16-year-olds who lack motivation to
learn, and provide an alternative way for them to complete com-
pulsory education. In 2005, there were 25 youth schools, attend-
ed by 2 000 students.

During the last four years, the following measures to prevent
early school leaving have been taken:

e Introduction of the position of ‘social pedagogues’ (teach-
ers) in general education schools;

o Free meals for children entitled to social support;

e Reform of the financing of general education (comprehen-
sive) schools, launched at the beginning of 2002 and apply-
ing the principle of ‘money following the pupil’;

¢ Implementation of a national programme to make it easier
for rural children to reach schools.

To create an effective approach to solving the problem of early
school leavers, the ‘Return of early school leavers’ project (sup-
ported under the single programming document 2004-06)
began in March 2005. It aims to increase access to pedagogical-
psychological assistance and improve its effectiveness and qual-
ity, along with staff qualifications and facilities.

Matching vocational education and training to labour
market needs

In 2003, the vocational guidance strategy was approved. The
aim is to develop a vocational guidance system and vocation-
al guidance services to meet the needs of economic and social
development and individuals. A pilot version of the open

()  http://www.aikos.smm.lt

information, counselling and guidance system (AIKOS) was
created in 2003. It is a comprehensive, regularly updated inter-
net website of the Ministry of Education and Science (MES) in
Lithuanian and English ().

In order to adapt the education and training system to labour
market needs, sectoral studies are conducted to evaluate train-
ing needs, including assessment of the skills required in the
next five years. Such studies provide specific recommendations
to address issues of training policy, vocational guidance and
counselling, and the VET curriculum.

Higher education system

Every year, the MES analyses demand for highly qualified spe-
cialists in the labour market. However, the demand for such
specialists changes more quickly than people take to finish a
course in higher education institutions. Such analysis is there-
fore oriented more towards forecasting the demand for highly
qualified specialists and launching new study programmes.

To increase the responsiveness of the higher education system to
the demands of the labour market, research on the competitive-
ness of university/college graduates in the labour market has
been carried out since 1998. However, every year Lithuanian uni-
versities and colleges produce a large number of professionals
who are not needed in the Lithuanian labour market. These indi-
viduals either go abroad to work, or take jobs not commensurate
with the degree acquired at university or college.

2.2. Labour market and employment-
related policies

Active labour market policies

Lithuanian laws specify that people under the age of 18 can
participate in the labour market or the vocational training sys-
tem only after having acquired basic general education. Yet
many young people who have failed to acquire basic educa-
tion get a job as soon as possible; 3-5% of young people reg-
istered with the Lithuanian Labour Exchange do not have even
basic education.

In Lithuania, young people (aged 16-25) entering the labour
market for the first time — including graduates of vocational
schools, colleges and universities — are treated as a special
group requiring additional support. This support comes in the
form of special employment programmes, priority to partici-
pate in vocational training, supported jobs and other labour
market policy measures.

Q2
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Local labour exchanges arrange special measures focused on
improving the vocational skills of this group. The programme
‘The first step to the labour market’ is to train and integrate
into the labour market people who are starting employment
for the first time. Graduates of vocational schools, colleges or
universities are offered the programme ‘Intensive integration
into the labour market’ and an employment plan within seven
days of their registration with the labour exchange. In 2004,
83.5% of young unemployed people were offered ‘a new
start’ in the form of training or other employment measures
within six months of their registration.

The website of the Lithuanian Labour Exchange has a special
‘bank of talents’, designated for young people (¥). The aim is
to create wider job opportunities for skilled professionals and
students as well as to help employers in finding employees.
Since 2004, the website of the Lithuanian Labour Market
Training Authority has been providing interactive counselling
and guidance services in real time, along with computerised
vocational guidance tests (*).

Implementation of the ‘Programme for employment increase’
2001-04 resulted in an expanding network of youth employ-
ment centres (YECs). By the end of 2004, there were six such
centres. In YECs, advanced technologies are used to search for
employment and training opportunities.

Active labour market policy measures have positive outcomes
for unemployed young people, particularly when they partici-
pate in vocational training programmes. The policy of the
Lithuanian Labour Exchange is directed towards ensuring per-
manent and adequate jobs for young people. Difficulties with
this include the insufficient variety of measures and their
inaccessibility in rural areas.

Tax systems and labour market legislation

There are very few fiscal measures encouraging the employ-
ment of young people, such as special tax privileges or
decreased social contributions (e.g. a lower minimum wage).

In November 2005, the government approved a draft law
which proposed that all students of vocational schools, col-
leges and universities, as well as people assigned to vocational

()  http://www.ldb.It/eng/
(*)  http://www.darborinka.lt/english/?pid=600

Youth employment in Lithuania

training by local labour exchanges, shall be insured from pub-
lic funds during their vocational practice, from 1 January
2006. Compensation insurance and occupational health
social insurance from public funds should reduce employers’
expenses.

The situation is similar with measures intended to promote
self-employment for young people. The only measure is inclu-
sion of a module on the fundamentals of self-employment in
vocational training.

According to data from 2004 (%), most employed young peo-
ple in Lithuania (96%) were hired employees — only 3.6%
were self-employed. One of the measures in the government
programme 2004-08 is to increase the self-employment of
young people. The ‘National programme to promote self-
employment for young people’ is in progress, implementing
education and training schemes promoting self-employment
for young people, information and other promotion measures.
The programme may also provide for additional financial
resources for young people starting their own business.

Regional disparities and mobility

Big regional differences lead to the migration of young peo-
ple, who are one of the most mobile social groups. They often
leave less economically developed regions for bigger cities or
towns, or go abroad. Unfortunately, there has been no strate-
gy so far to tackle youth emigration. According to data from
the Institute of Labour and Social Research, the number of
young people who are determined to leave and work abroad
has been growing regularly since 2000. Active youth migra-
tion not only reduces the supply of skilled labour in the
national labour market, but also contributes to the ageing
process of the Lithuanian population.

To tackle these youth-related problems, Lithuania is forming a
municipal network of coordinators of youth affairs. The ‘Pro-
gramme of improved activities of municipal coordinators of
youth affairs’ is in progress. The Ministry of Social Security
and Labour (MSSL) plans to increase funds in 2006 to main-
tain coordinators of youth affairs in municipalities. This
increased funding is expected to contribute to improvement
in the competences of coordinators of youth affairs.

(**)  Research into the youth situation, State Council for Youth Affairs (2004).
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3. Problematic features
of youth employment

In general, the issue of integrating young people into the
labour market constitutes one of the key employment prob-
lems in Lithuania (”'). On the one hand, young people do not
have the experience and skills required by employers, but usu-
ally have high education qualifications and thus expect rela-
tively high earnings. On the other hand, young people are one
of the most mobile socioeconomic groups and tend to switch
jobs. As a result, employers are not interested in investing in
young people. This creates very unfavourable conditions for
integrating young people into the national labour market.

There is also still a prevailing problem of low wages (charac-
teristic of Lithuania's entire economy), which leads to external
migration by young people. In addition, youth employment is
negatively influenced by insufficient transparency of pay and
career development in many Lithuanian companies and organ-
isations.

4. Roles of the labour
market actors

Currently, Lithuanian youth policy is undergoing important
changes. The Law on Youth Policy Framework, adopted in
2003, defined Lithuanian youth policy, its principles and fields
of implementation, and the state and municipal institutions
and agencies implementing youth policy. Definitions of youth
organisations and councils of youth organisations were
enshrined in law for the first time. Informal education was also
acknowledged in the law.

In November 2005, parliament adopted amendments to this
law to better define the functional distribution of state institu-
tions and organisations, and to enshrine the Department for

Youth Affairs at the MSSL as the main institution for imple-
menting measures of national youth policy. The State Council
for Youth Affairs (SCYA) had been established in 1996 to take
responsibility for implementing national youth policy. Its role
increased considerably in 2005, and it was decided to trans-
form the SCYA into the Department for Youth Affairs at the
MSSL, from 1 January 2006.

Though established in 1992, the Lithuanian Council of Youth
Organisations was more actively involved in tackling employ-
ment policy issues in 2000-02.

Youth centres or units have been established in three major
trade union organisations. These centres try to share informa-
tion on tackling young people’'s employment problems, and
initiate public campaigns to attract attention to young peo-
ple’s social problems. By contrast, the main employer organi-
sations do not have a targeted youth policy.

5. Conclusions

Certain problems remain for young people in the labour mar-
ket in Lithuania, in parallel with positive trends. Economic
growth has facilitated employment growth and increased the
employment of young people. The variety of measures for inte-
grating young people into the labour market is increasing. The
mobility of young people is growing, as is the level of young
people’s vocational preparedness. However, the number of
those who drop out remains high. Young people do not tend
to study blue-collar professions. Youth emigration is high, as is
the level of their employment in foreign countries.

The government has taken a number of measures to increase
youth employment. Yet the absence of a multi-faceted
approach to youth employment policy has been the major
problem in Lithuanian youth policy to date. The decision to
establish the Department for Youth Affairs at the Ministry of
Social Security and Labour (from January 2006) is expected to
change the situation.

(") Research into the youth situation, State Council for Youth Affairs (2004).
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Youth employment

in Luxembourg
1. Main trends (%)

Table 1 provides a snapshot of the youth employment situa-
tion in Luxembourg.

The table shows an increase in jobseekers between September
2004 and September 2005. Most affected by unemployment
were young people under 25, those aged 31-40 and those
aged 41-50. Young people aged between 26 and 30 and older
people were the least affected. Furthemore, men were more
affected by unemployment than women.

Table 2 shows that the lower the level of qualification, the
higher the number of jobseekers. However, this mostly applies
to people with intermediate-level qualifications, rather than
those with the lowest level of qualifications. Lack of training
thus seems to be a key factor for youth unemployment in Lux-
embourg.

Table 3 shows that long-term unemployed people (*) consti-
tute 29.9% of jobseekers. The under-26 age group moves more

rapidly from jobseeker status into employment. But that same
age group is also strongly represented among long-term
unemployed people.

2. Youth employment
measures since the
1999 National Action
Plan for Employment

The first National Action Plan for Employment (NAP) estab-
lished measures to promote employment for young people
under 30:

e Temporary auxiliary contracts (TACs) in the public and pri-
vate sectors;

e Company insertion traineeships (CITs).

Table 1: Distribution of jobseekers by sex and age in September 2004 and 2005 (**)

Age | Under 26 = 26-30 31-40

Aug. 05 Total 1740 1177 2 462
% 18.3 12.4 25.8

Sept. 05 Men 1097 598 1349
Women 932 657 121

Total 2029 1255 2 560

% 20.1 124 25.3

Sept. 04 Total 1872 1109 2288
% 213 12.6 26.1

41-50 51-60 60+ Total %
2 452 1621 80 9532

25.7 17.0 0.8 100 100
1399 988 49 5480 54.2
1114 681 29 4624 45.8
2513 1669 78 10 104

24.9 16.5 0.8 100 100
2123 1329 62 8783

24.2 15.1 0.7 100 100

(*)  Administration de I'emploi (Employment Administration) (2005) Bulletin luxembourgeois de I'emploi, No 9, September,

pp. 6-8.
(*)  On the unemployment register for more than one year.

(*)  Figures presented for September are representative of the year's generally stable situation.
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Table 2: Young jobseekers (**) by level of training and type of employment, September 2005 (*%)

A(”) B C D E F G H I J K L Total

LL (**) 18 0 24 151 48 20 0 200 @ 212 59 104 23 859
42.3%

AL 116 1 260 150 33 14 0 165 94 41 66 70 101
49.8%

HL 74 4 36 3 0 2 0 0 2 2 4 1 138
6.8%

NS 1 0 0 1 0 0 0 1 0 0 3 16 22
1.1%
Total 209 5 320 305 81 36 0 366 308 102 177 120 2029
100%

% 103 03 158 150 4.0 1.8 0.0 18.0 15.2 5.0 8.7 5.9 100

Table 3: Jobseekers by age and time spent on unemployment register, September 2005
Months on register

Age Less than 1 1-3 3-6 6-9 9-12 12+ Total

Sept. 05 Under 26 724 455 232 155 122 341 2029

26-30 262 248 187 170 115 273 1255

31-40 404 394 473 342 264 683 2560

41-50 256 350 399 348 275 885 2513

50-60 123 165 218 180 182 801 1669

60+ 5 9 6 8 7 43 78

Total 1774 1621 1515 1203 965 3026 10 104

% 17.6 16.0 15.0 11.9 9.6 29.9 100

Q6

"Young jobseekers’ refers to unemployed people under 26, available for work and seeking an appropriate job, who are not
on an employment scheme, compensated or otherwise, and fulfil the obligations of ADEM.

Only the first preference of each jobseeker is taken into consideration.

Type of employment sought, by occupational sector:

A: Professionals, technicians/engineers and equivalent; B: Administrative and managerial workers; C: Office workers;
D: Sales staff; E: Agricultural workers, foresters, quarrying, miners and similar; F: Transport workers; G: Communications
workers; H: Craft workers, manual workers (precision trades, watchmaking, mechanical/electrical engineering, woodwork-
ing and building); I: Craft workers, manual workers (food/chemical sectors, production, machinists); J: Hotels, catering;
K: Other services; L: No preference expressed.

Levels of training, without indication of qualifications actually gained:

LL: Lower level, compulsory schooling (nine years of study); AL: Intermediate level, 10" to 13" grade of secondary tech-
nical education, 3 year to 6" form, general secondary education; HL: Higher level, post-secondary education; NS: Not
specified.
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Table 4: TACs (public and private sector), by sponsors and by gender in 2003 and 2004

Sponsors 2003 2004
TACs Men Women TACs Men Women
Administrations 870 44.3% 394 476 863 41.4% 436 427
Communes 140 7.12% 88 52 140 6.7% 105 35
Not-for-profit 393 20% 280 13 426 20.5% 286 140
organisations
Commune 8 0.4% 8 0 3 0.1% 2 1
representatives
Private sector 553 28.2% 358 195 651 31.3% 408 243
Total 1964 100% 1128 836 2 083 100% 1237 846
Table 5: TACs (public and private sector), 2003 and 2004
Sponsors 2003 2004
Administrations 94 19.2% 102 19.0%
Associations/Not-for-profit
organisations 42 8.6% 54 10.1%
Communes 32 6.6% 38 7.1%
Private-sector companies 320 65.6% 342 63.8%
Total 488 100% 536 100%

2.1. Temporary auxiliary contracts

Temporary auxiliary contracts between employers and young
jobseekers provide practical work experience to ease the tran-
sition to employment. The Employment Administration (ADEM)
offers TACs to private-sector employers and public-sector
organisations. ADEM targets people under 30 who have been
registered as jobseekers for at least one month.

2.2. Company insertion traineeships

Since 1999, ADEM has offered a company insertion traineeship
(CIT) to jobseekers under 30 who have been registered with
ADEM for at least one month. The CIT comprises alternating
periods of practical and theoretical training.

)

2.3. Outcomes (*)

The rise in unemployment observed in 2004 has had an impact
on youth unemployment. This rise explains, at least partly, the
increase in young people benefiting from youth employment
measures in 2004 (see Table 4). In 2004, 2 083 TACs were
signed, for 846 young women and 1 237 young men (the total
was 1964 in 2003); 68.7% of these contracts were in the pub-
lic sector (3.1 percentage points less than in 2003).

The overall distribution of sponsors is shown in Table 5.

In 2004, 448 young people, 65 of whom were women, bene-
fited from CITs (292 in 2003). Also in 2004, 17 new framework
conventions on CIT arrangements were signed with 17 compa-
nies.

Luxembourg Ministry of Labour and Employment (2005) Rapport d‘activité 2004.
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3. Towards a reform
of youth employment
measures

A new law (™) will introduce changes to active employment
measures and standardise certain conditions of employment
measures (). The proposed modifications should stimulate
early action for those on the unemployment register, to avoid
long-term unemployment — particularly for young people. Pro-
posed legislative changes were discussed with social partners
within the Tripartite Coordination Committee ().

The new bill will reduce the number of measures. In future, the
public-sector TAC will be known as the employment support
contract (ESC). The private-sector TAC and the CIT will be
replaced by a single initiation into employment contract (IEC).

3.1. From the TAC to the employment
support contract

Under planned reforms, young people will sign a contract with
ADEM. This will give ADEM more direct influence over benefi-
ciaries. The reform emphasises the essential role that mentors
will play in communicating and carrying out post-contract
assessments. Mentors will have a wider responsibility to assist
beneficiaries throughout the process.

The ESC will be signed by the jobseeker and ADEM. The young
person will now be referred to the sponsor through ADEM. This
should enable ADEM to maintain its influence. Previously,
young people were less inclined to look for work once they
were beneficiaries of an employment measure.

The ESC further aims to reduce sponsors’ tendency to use such
contracts to build a back-up workforce and circumvent stan-
dard recruitment procedures. It gives ADEM more flexibility to
deal with sponsors, especially when they do not meet their
obligations towards jobseekers recruited on ESCs.

The length of the new ESC has been reduced from 12 to 9
months, including the renewal period. Whatever their qualifi-
cations, beneficiaries receive an allowance amounting to 80%
of the minimum wage of unskilled workers for a 32-hour

(") No 5501.

working week. This is to maintain incentives to enter/re-enter
the labour market as quickly as possible.

The reduction in working hours (from 40 to 32) should also
allow time for job-searching and participating in training (or
other initiatives) offered by ADEM. Responsibility for ESCs is
given to sponsors on the basis of their training plan. In addi-
tion, special training is given to mentors to ensure that they
fully understand the importance of their supervision role.

The Employment Fund covers 85% of the allowance that non-
governmental sponsors are required to pay to young people
on ESCs.

3.2. From the CIT to the initiation
into employment contract

The law reforming employment measures for young people
proposed replacing the CIT with a new initiation into employ-
ment contract. An IEC will bind a private or voluntary-sector
employer, ADEM and the young unemployed person.

Contractual arrangements are similar to those for the ESC.
However, the following arrangements are different:

e The young person receives an allowance amounting to
100% of the minimum wage for unskilled workers. The
Employment Fund covers 60% of this allowance, and the
employer's social security contributions. This coverage
increases to 75% for employing a person of under-repre-
sented gender.

e In private companies, the length of the IEC is limited to
nine months. In not-for-profit organisations, an extension
of a further nine months can be granted.

The new IEC will see sponsors and ADEM playing an important
role in integrating young people into the labour market.
ADEM'’s aim is to ensure that young people are not simply
used as cheap labour. This means stressing the sponsors’ role
in integrating young people into the labour market.

Financial assistance will be provided for sponsors who take on
young people as employees at the end of their IEC. In addition,
if companies are recruiting, young people on an IEC receive
priority.

(™) The bill was adopted on 27 May 2005 by the Council of Government (Cabinet) and brought before the Chamber of
Deputies on 13 October 2005. These arrangements could still be subject to parliamentary debate before being finalised.

(")  The committee comprises four members of government, four representatives nominated by trade unions at national level
(one of whom is a representative of the civil service), and four representatives of employer organisations.
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3.3. Greater responsibility
for all stakeholders

The new youth employment measures are intended to give
greater responsibility to all parties involved contractually, as
outlined in Table 6. When the reforms are implemented, young
people will be better supervised, sponsors will see their finan-
cial contributions reduced, the state will intervene more sub-
stantially, and young people should be encouraged to take
greater responsibility in the process.

4. The public

: 103
employment service |
ADEM further intervenes in youth employment through the
jobseekers’ personalised support service (SAPDE). SAPDE has
a long-term intervention strategy for young jobseekers. Imple-
mentation of the NAP gave rise to a conceptual, analytical

Youth employment in Luxembourg

approach. From 2002 onwards, a research programme was ini-
tiated to examine young people’s approach to the labour mar-
ket and employment. Results showed that patterns of thinking
strongly influence mechanisms for adapting to the world of
work after leaving school. This analysis enabled identification
of stereotypes of young people, posing obstacles to integra-
tion into employment.

In 2003, an assessment was developed targeted at young peo-
ple with little work experience and facing problems in manag-
ing their labour market integration. The suitability of the
absorption into employment assessment (AEA) quickly became
apparent. SAPDE introduced the AEA systematically in 2004.

5. Conclusions

Youth employment measures in Luxembourg are being imple-
mented with a high degree of collaboration among various
agencies. Existing and new measures are the result of joint

Table 6: Proposed youth employment measures

From the TAC (public sector)

From the TAC (private sector) and the CIT

to the ESC to the IEC

Contract The contract is signed directly with ADEM = The contract is signed between ADEM, the young
to give ADEM more influence. This will person and the sponsor.
ease assessment and encourage
job-searching.

Duration The contract is shortened from 12 to 9 Idem. However, not-for-profit organisations
months. Hours of work are reduced can recruit for a maximum of 18 months.
from 40 to 32 hours per week. This is
to encourage training and time given to
job-searching.

Payments Young people receive 80% of the minimum = Idem
wage instead of 100%. This is to encourage
rapid entry into the labour market.

Training A training plan is required from employers. Idem

Mentors also receive special training

Refunding employers’ costs

the state intervenes more.

(103)

85% of employers' costs are reimbursed
(previously 80%). Employers pay less and

50-60% of employers’ costs are refunded

(75% in some cases), plus employers’ social
security contributions. The sponsor pays less,
receives assistance for employing a young person
at the end of the scheme, and the state intervenes
more. Young people on IECs benefit from priority
in recruitment.

Luxembourg Ministry of Labour and Employment, Rapport d‘activité 2004, April 2005.
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working between social partners and the government. The
implementation of these measures is bringing public authori-
ties to work together — through ADEM — with a host of other
actors in the private and public sectors. The government is
making substantial financial interventions and strongly sup-
ports these actors in encouraging young people into the
labour market.

Bibliography

Administration de |'emploi (Employment Administration)
(2005) Bulletin luxembourgeois de I'emploi, 9, September.

Luxembourg Ministry of Labour and Employment (2005) Rap-
port d’activité 2004.

Law of 12 May 1987 creating an Employment Fund and
amending: (1) the amended law of 30 June 1976, (i) creating

an Unemployment Fund and (i) regulating the allocation of
full unemployment allowances; (2) Articles 14, 16, 19 and 19
bis of the amended law of 27 July 1978 on various measures
in favour of youth employment; (3) Article 32 of the law of 21
February 1976 on the organisation and operation of the
Employment Administration and creating a National Employ-
ment Commission, A, 37, 30 May 1987.

Law of 12 February 1999 on implementation of the National
Action Plan for Employment 1998, A, 13, 23 February 1999.

Draft law No 5501 amending: (1) the amended law of 30 June,
(i) creating an Employment Fund and (ji) regulating the alloca-
tion of full employment allowances; (2) the amended law of 24
December 1996 introducing a reduction of income tax in cases
of recruitment of unemployed people; (3) the amended law of
23 July 1993 introducing various measures to promote
employment; (4) the law of 12 February 1999 introducing var-
ious measures to promote youth employment.

EEO Review: Autumn 2005



Youth employment in Malta

1. Trends

The 15-24 age group in Malta constitutes 18.7% of all the
employed population (National Statistics Office (NSO), April-
June 2005) (Table 1).

The youth unemployment rate stands at a high 17.5%, com-
pared with the average unemployment rate of 7.8% (NSO,
April-June 2005); 46.5% of all unemployed people are aged
between 15 and 24 (NSO, April-June 2005). The figure
decreased by 6.6 percentage points from the previous year
(from 53.1% in April-June 2004). There is no significant dis-
crepancy between the number of unemployed men and
women in the 15-24 age group (Table 2). However, the figures
equate to 36.5% of all unemployed men and 63.1% of all
unemployed women. The higher female figure is because of
the low economic activity rate of older women.

A survey carried out by the Employment and Training Corpora-
tion (ETC, Malta's public employment service) among unem-
ployed people aged between 16 and 24 revealed that 18.6%
of respondents did not complete compulsory schooling. The
main reasons for leaving school were to find work or being
bored at school. Early school leavers managed to find full-time
employment, but their jobs consisted of manual work. If they

did not find work immediately, they were more likely to remain
unemployed for a year or more than other young people.

By 2010, the EU aims to have more than 90% of students stay-
ing on at school after the age of 16. Malta aims to have 65%
of young people studying beyond compulsory schooling by
2010 (up from 51.5% in December 2003). While the EU aims
to have 85% of all 22-year-olds with upper secondary qualifi-
cations by 2010, Malta aims to increase its rate from 47.5% in
2003 to 65% in 2010. While Malta's targets are less ambitious,
they are more realistic.

2. Measures taken
to promote youth
employment

2.1. Education and training policies
Preventing early school leaving

People with low or inadequate skill levels are much more like-
ly to be excluded from the labour market. A number of policies

Table 1: Employed people (April-June 2005)

Men Women Total
No % No % No %
15-24 14 516 14.2 13176 28.5 27 692 18.7
Others 87 592 85.5 33049 71.5 120 641 81.3
Total 102 108 100 46 225 100 148 333 100
Source: NSO, 209/2005.
Table 2: Unemployed people by age (April-June 2005)
Men Women Total
No % No % No %
15-24 2 885 36.5 2982 63.1 5867 46.5
Others 5011 63.5 1748 36.9 6 759 53.5
Total 7 896 100 4730 100 12 626 100

Source: NSO, 209/2005.
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are being implemented to prevent young people from leaving
school early. The government is seeking to enhance guidance
for young people in their educational and career decisions, to
motivate them to continue beyond compulsory schooling.

The national minimum curriculum (NMC) includes several sub-
jects — personal and social education and social studies — to ori-
ent students towards work. The NMC is complemented by
guidance and counselling services, whose objectives include
providing personal and career guidance and counselling. How-
ever, there is no proper quality assurance system to ensure that
the guidance objectives are being met. In 2005, the government
set up a working group on career guidance to formulate a cohe-
sive career guidance policy in compulsory schooling.

The government has implemented campaigns to encourage
young women to continue schooling and also to take up sci-
ence, engineering and information technology (IT) subjects.
The campaigns included the use of role models to inspire
female students to further their education in these areas.

Despite the efforts to prevent young people from leaving
school after compulsory schooling, a substantial number still
terminate their studies and look for work. In response to their
needs, ETC organises various short courses to help them find
employment and satisfy their inmediate skill needs, to provide
job motivation and basic functional literacy and numeracy.

ETC seeks to strengthen existing courses and improve their
quality by ensuring that they are certified, accredited and cost-
effective. Furthermore, courses are reviewed according to
labour market needs through research conducted among Mal-
tese employers. In general, ETC programmes have proved
effective in helping unemployed young people.

Ensuring that vocational training facilitates entry to the
labour market

Malta College of Arts, Science and Technology (MCAST) is the
largest provider of vocational education and training in Malta.
It provides vocational and professional training responsive to
the needs of individuals and the economy. MCAST and other
educational institutions work with government ministries to
facilitate the school-to-work transition.

The Institute of Tourism Studies (ITS) also offers youth voca-
tional training that incorporates work experience. ITS is
responsible for supplying the tourist industry with personnel
trained to international standards.

Special training programmes for young people

ETC also provides training for unemployed people. ETC offers
a variety of short, competence-based training programmes.

The following are its main programmes:

e The 'Active youth' scheme helps young people to develop
their talents while contributing to the community. ETC
pays every participant a weekly subsidy for six months.

e The 'Basic employment passport’ scheme is a 12-week pro-
gramme that gives school leavers training in applied litera-
¢y and numeracy, basic IT skills, technology and social skills.

e The 'Bridging the gap’ scheme trains groups who are particu-
larly vulnerable to unemployment and social exclusion. These
include people with disabilities and ex-substance abusers.

e The ‘Employment training placement’ scheme assists
employers to provide the necessary training to newly
recruited people, and is particularly beneficial to unem-
ployed young people. ETC subsidises 50% of the national
minimum wage and assists single parents by paying them
childcare allowance.

e Job clubs take participants on orientation visits to employers.

e The 'Job experience’ scheme combines in-house training
and work experience to help young people to gain expe-
rience, self-confidence and self-esteem. Participants are
attached to a company for a maximum of 13 weeks.

e Job-search seminars inform young jobseekers about the
services offered by ETC and teach them about job-search
and labour market developments.

e The "Youth outreach’ programme provides training in job-
searching skills to young people living in deprived areas.

e The 'Jobseeker direct freephone’ is a telephone service to
keep unemployed people up to date with the latest vacan-
cies and help them find suitable jobs.

e The ‘Supported employment’ scheme aims to increase the
successful participation of registered unemployed people
with disabilities in competitive employment.

Social partners emphasise that the government should devel-
op more links between education and work experience. Some
schemes have been successful in this, including the two
national apprenticeship schemes organised by ETC.

Ensuring that higher education meets labour market
demands

The University of Malta has developed several courses to
increase relevance to Maltese economic needs. These include
health and safety, translating and interpreting, IT and
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advanced courses in psychology. University departments are
also becoming more conscious of adapting their existing
courses to current demands. The recently established MCAST
has been praised by employers' associations for its practical
courses and strong links with the world of work.

In the national Lisbon reform programme 2005-08 (NRP), the
government committed itself to ensuring that formal, informal
and non-formal qualifications and skills are certified, to ensure
a better match between all educational levels and the labour
market. The Malta Professional and Vocational Qualifications
Awards Council was set up in 2000, but did not standardise
the Maltese certification system. The government has there-
fore allocated funding to improve the certification system.

2.2. Labour market and employment-
related policies

ETC seeks to strengthen existing schemes and improve their
quality and cost-effectiveness. However, little is known about the
review process of such schemes. In examining the success of its
schemes, ETC needs to focus more on the number of job place-
ments rather than the number of participants in such schemes.
Overall, ETC seems to be quite effective. Between October 2004
and September 2005, it made 4 000 job placements.

The government's emphasis on reducing early school leaving
postpones entry to the labour market. This might be viewed as
a manoeuvre to postpone unemployment at a time when
many graduate and technical jobs are becoming saturated.
However, education increases employability. While ETC
schemes do not always achieve the desired results, they tend
not to postpone unemployment. In fact, several schemes are
carried out while registering for work.

Enterprises are entitled to fiscal incentives if they create full-time
jobs for young people unemployed for more than two years.

ETC has reintroduced an entrepreneurship scheme to gener-
ate economic growth through self-employment. It admitted
the first group of participants in September 2005. ETC pro-
vides training, finance, mentoring and marketing support.
Each client group is assisted through a specific, tailor-made
programme.

ETC tries to facilitate the transition from education to work by
assigning an employment adviser to unemployed young peo-
ple if they are registered for more than three months. In-depth
interviews are carried out, and young people are then referred
to the guidance unit for further assistance. After four months
of unemployment, youth registrants are asked to participate in
a work motivation course and in the job club. Subsequently, all
young people who need further assistance are helped to
develop personal action plans.

Youth employment in Malta

3. Problematic features
of youth employment

Young people tend to experience more part-time and tempo-
rary work. A high proportion of 16-24-year-olds are in part-
time work, especially men; 47% of all male part-timers are in
this age group (Table 3).

Most people on temporary contracts are aged 16-24 (3 667
people — 48%) (Table 4). More young men tend to work on
temporary contracts than do women. For many young people,
part-time work and temporary contracts are the obligatory
first step to more stable employment.

Young people, including those with tertiary education, tend to
earn less than older workers with similar qualifications. The
minimum wage for workers aged 16 and 17 is less than for
those aged 18 and over. Also, though no data are available, it
is widely known that many young people do undeclared work,
especially in the hospitality industry. The government has
vowed to protect young people from exploitation at work.

4. Roles of the labour
market actors —

a coordinated policy
approach to youth
employment

The main responsibility for youth policy lies with the Ministry of
Education, Youth and Employment (MEYE). MEYE reviews the
national youth policy every three years in collaboration with the
National Youth Council, the University of Malta’s Programme of
Youth Studies, governmental organisations and public authori-
ties. Implementation of the national youth policy is carried out by
several ministries and government departments.

Both ETC and MCAST have employers' representatives on their
boards. The two organisations have established good relation-
ships with employers to assist in workforce development pro-
grammes and reduce skill gaps in the labour market.

The National Action Plan for Employment, and subsequently
the National Reform Programme have defined the role of ETC
in young people’s education-to-work transition. The NRP
2005-08 specifically mentions the need to revise ETC's youth
strategy and provide personalised employment paths for
unemployed young people.
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Table 3: Part-time work (including full-time with reduced hours), employed people
(January-March 2005)

Men Women Total
No % No % No %
16-24 1841 47.2 2 205 20.8 4 046 27.9
25-34 440 (*) 1.3 2363 22.3 2803 19.3
35-54 860 (*) 22.0 5201 49.0 6 061 41.8
55-64 519 (%) 13.3 844 (*) 8.0 1363 (¥) 94
65+ 244 (*) 6.3 0(*) 0.0 244 (*) 1.7
Total 3904 100.0 10613 100.0 14 517 100.0
(*) Under-represented because of small sample size.
Source: NSO.
Table 4: Employed people on a temporary contract (January-March 2005)
Men Women Total
No % % No %
16-24 224 53.0 1426 (%) 41.4 3667 47.8
25-34 557 (*) 13.2 755 (*) 21.9 1312 (%) 171
35-54 1083 () 25.6 1160 (*) 33.7 2243 29.2
55-64 241 (%) 5.7 100 (*) 2.9 341 (%) 4.4
65+ 107 (%) 2.5 0 107 (%) 1.4
Total 4229 100.0 3441 100.0 7670 100.0

(*) Under-represented because of small sample size.
Source: NSO.

5. Conclusions

Considering the limited resources, a variety of measures are
undertaken to increase young people’s participation in the
labour market. Wide-ranging reforms within the education
sector may, in the medium and long term, improve young peo-
ple’s employment possibilities.

The government needs to enhance assessment of the various
initiatives that are meant to help young people in their careers.

At present, there is insufficient regular and transparent
evaluation of the schemes and projects. The Employment and
Training Corporation tends to emphasise the numbers of partic-
ipants in schemes, rather than the schemes’ usefulness to
employers and in getting good, stable jobs. ETC should also start
refocusing on unemployed young people with higher education.

It is hoped that the government, in collaboration with other
important actors, will continue strengthening existing youth
policies to improve young people’s lives through, among other
things, better employment opportunities.
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Youth employment
in the Netherlands

1. Youth employment
frends

During 1996-2004, the Dutch youth unemployment rate was
roughly twice as high as the overall unemployment rate
(Table 1). In addition, the ratio between the youth rate and the
overall rate increased during this period. In contrast, the pro-
portion of long-term unemployment was much lower for
younger people than for the population as a whole. Further-
more, the ratio declined during the period 1996-2004.

Table 1 indicates that youth unemployment is not a major
problem. It also suggests that long-term unemployment does
not often occur among young people. However, data on the
share of long-term unemployment are only available for
unemployed people registering at employment offices. For

those who are not entitled to unemployment benefit, the
incentive to register is limited. For young people in particular
it has become more difficult to get unemployment benefit or
social assistance. Therefore, the decrease in long-term unem-
ployment may be partially because of an increase in those not
registering.

As Table 2 shows, in addition to the 97 000 unemployed young
people in 2003, 53 000 were neither in the labour force nor at
school. About one quarter of this group were disabled. Of the
remainder, it is quite possible that a considerable number were
in hidden unemployment. Only one third of this group indicat-
ed that they did not participate in the labour market because
they were full-time family carers.

Table 3 shows the different categories of young unemployed
people, using various definitions available. There is little evi-
dence of a slowdown in the growth of youth unemployment.

Table 1: Unemployment rate and share of long-term unemployment:
ages 15-24 and 15-65 (1996-2004)

Unemployment rate (*)

Share of long-term unemployed people (°)

Youth rate Youth share
15-24 15-65 divided by 15-24 15-65 divided by

overall rate overall share
2004 13.3 6.4 2.1 11.6 35.7 0.32
2003 10.6 5.3 2.0 94 29.8 0.32
2002 8.5 4.1 2.1 438 324 0.15
2001 7.4 34 2.2 10.0 35.6 0.28
2000 6.7 3.8 1.8 13.0 43.6 0.30
1999 7.5 4.3 1.7 18.8 50.2 0.37
1998 8.6 5.1 1.7 22.5 54.0 0.42
1997 10.2 6.6 1.5 24.1 52.0 0.46
1996 12.7 7.5 1.7 22.7 50.2 0.45

0)
0

Source: Central Bureau of Statistics (CBS).

Includes unemployed people registered and not registered with the public employment service (PES).
Based on unemployed people registered with the PES. Long-term unemployed are those unemployed for more than one year.
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Table 2: Young people (15-24) not in employment and not in school (2003)

Category Number % of population
Population 1316 000 100%
Employed 818 000 62%
In school and no job 348 000 26%
Unemployed 97 000 7%
Inactive 53 000 4%

Source: Labour force survey.

Table 3: Categories of young unemployed people (15-24), 2002-04

Number of people

Registered Number of without a job
Category Official definition 9 unemployment . )
unemployment benefits according to the
cwi
2004 119 000 43 000 48 250 53 000
2003 97 000 32 000 46 870 37 000
2002 79 000 21 000 34700 27 000

Sources: CBS, Social Security Agency (UWV), Centre for Work and Income (CWI).

Table 4 shows unemployment rates for various groups of
young unemployed people. Unemployment rates are particu-
larly high for those of non-western origin. There is also a
marked difference in unemployment rates between the 15-19
and 20-24 age groups. Among the younger group, unemploy-
ment is twice as high as in the older group. On the whole,
Table 4 confirms that the lower the level of educational attain-
ment, the higher the unemployment rate.

In 2002, more than half of unemployed people (56%) in the
15-22 age group had not attained the minimum qualification

level. Furthermore, 47% of employed people in this age group
had not attained this level (). The proportion of employed
people in the 25-64 age group without this minimum level is
around 20%.

Among OECD countries the Netherlands had the lowest youth
unemployment rate in 2003 (Table 5). The table also shows a
clear link between the overall unemployment rate and the
youth unemployment rate.

(") Part of this group may be students in secondary education with a part-time job who will eventually finish initial educa-
tion at a higher level. This could somewhat distort the low level of education of this group.
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Table 4: Unemployment rates (%) for various categories of young people, 2003

Women Men Total
Education (%)
Low education 11.1 11.1 11.1
Secondary education 6.3 6.1 6.2
High education 5.2 14.5 8.9
Ethnic origin
Dutch 9.6 8.6 9.1
Foreign, western 12.8 14.6 13.8
Foreign, non-western 16.5 243 20.6
Age
15-19 17.8 14.0 15.7
20-24 8.0 9.2 8.6

() 2002,

Source: Labour force survey.

Table 5: Youth unemployment rates (2003)

Share of young

Overall Youth unemployment rate unemployed people > 6

unemployment rate (%) (15-24) (%) months unemployed (%)
Belgium 7.7 19.0 47
Denmark 5.5 9.8 28
Germany 9.4 10.6 NA
Finland 9.3 21.6 29
Greece 9.1 25.1 67
Great Britain 4.9 1.5 25
Hungary 5.9 13.4 45
Ireland 4.5 7.6 NA
Italy 8.7 26.3 70
Netherlands 3.6 6.6 34
Norway 4.5 11.7 14
Austria 4.7 7.5 NA
Poland 20.0 43 61
Portugal 6.8 14.6 43
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Table 5: Youth unemployment rates (2003) (cont.)

Overall
unemployment rate (%)

Spain 1.4
Czech Republic 7.8
Sweden 5.8
Switzerland 4.

Share of young
unemployed people > 6
months unemployed (%)

Youth unemployment rate
(15-24) (%)

22.7 41
17.6 51
13.8 18
8.6 N/A

Source: OECD; in combination with data on young people unemployed more than six months, Eurostat data (4™ quarter 2003).

2. Policies

2.1. Long-term plan to tackle
youth unemployment

During the 1980s, when youth unemployment reached well
over 20%, the fear was that starting as a long-term unem-
ployed person would have negative effects on job opportuni-
ties later. So when youth unemployment began to rise again
after 2000, the government took action to prevent massive
youth unemployment. In 2003, an action plan was developed
to tackle youth unemployment. In line with the European
employment strategy, the Dutch government aims to offer
each young person a job or training position before six months
of unemployment. Furthermore, according to the Lisbon tar-
get, by 2010 the number of young people leaving school with-
out a minimum qualification level should be halved.

2.2. Youth unemployment task force

Objectives

The youth unemployment task force was established in Octo-
ber 2003 to implement the action plan. At that time, the task
force had to ensure that:

e The youth unemployment rate did not exceed twice that
of total unemployment;

e Within six months of the first day of unemployment, each
unemployed young person was either working or back at
school.

Activities

Improving cooperation between (local) actors is a key objec-
tive of the task force. This is important, as in nearly all of the
action areas other actors are involved or already working on
these issues. Examples of such activities are as follows:

e There are regional initiatives to create jobs, internships
and apprenticeship places for young people.

e Task force account managers support regional centres for
reporting and coordination to prevent early school leaving
in drawing up plans for improvement for their region.

e Central points for information and reporting of problems
with internships, apprenticeship places and jobs have
been initiated at employer organisations and the CWI.

Results so far

It is too early to draw conclusions about the success of the
task force. However, some information is available about the
results obtained so far. Initially, the task force aimed to create
an extra 40 000 youth jobs in four years. About 25 000 extra
jobs for young people had been created by November 2005.
Together with the employers’ organisation for small and medi-
um-sized enterprises, the task force has created about 7 000
apprenticeships.

Several initiatives have suffered from the fact that no young
people could be found for jobs available. In addition, young
people did not attend special activity days organised by the
task force. According to research by the task force, there is a
group of young people who do not seem to be fully aware of
the difficult situation they find themselves in.
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In the beginning, the task force had a reactive approach to
youth unemployment. However, experience has provided new
insights and more recently a preventive approach has been
adopted, in particular to tackle early school leaving.

2.3. Active labour market policies

Active labour market policies (ALMPs) specifically aimed at reduc-
ing youth unemployment date back to the 1980s. However, the
gradual tendency has been to apply general measures to all age
groups, though a number of specific policies for young people exist.

2.4. Earlier youth measures

Table 6 presents some earlier Dutch policies, the majority of which
were job-creation measures. The results of these job-creation
schemes for young people seem to have been more positive than
the international experience. These types of measures, if success-
ful at all, are probably most suitable for this target group.

2.5. Current measures

Although the tendency is towards general measures, there
are some measures specifically developed for young people
(shown in Table 7). Most of these are in the experimental
phase and have started with the support of the youth unem-
ployment task force. As the majority of these actions have
only started recently, it is far too early to provide
assessments.

Recently, a measure has been enacted to offer employers a
subsidy of EUR 1 500 when they hire unemployed people with-
out any starting qualifications and provide them with training
to reach this level. However, so far only 39 companies have
used this scheme, for around 300 workers in total. Although
most of these workers are young, the number is too small to
make a difference in the labour market.

Many of the reintegration funds have been decentralised to
municipalities (see Table 7).

Table 6: Previous ALMPs specifically aimed at young people

Measure Content

Wage subsidy for employers
for hiring long-term unem-
ployed young people for
temporary (6 to 12 months)
additional work

Job creation in the
public sector

Wage subsidy for employers
for hiring long-term unem-
ployed young people through
a temp agency (maximum
hiring period of one year)

Subsidised temporary
work ('JOB" scheme)

Counselling and preparation
activities to help young unem-
ployed people (less than six
months’ unemployed) to find
a job or training place

First phase of
"Activating labour
market policy for the
young' (AAJ)

Job-creation scheme for
young people unemployed
longer than six months. Later
included in a general job-
creation scheme (WIW)

Youth guaranteed
jobs plan

1984-90 (on a
national scale:

1992-97 (in 1998,
included in WIW)

Period Evaluation
Displacement effects were relatively small
(probably less than 25%). Approximately

1983-90 50% of the employers and young people

involved thought that participants’ future
labour market opportunities were improved
(De Koning and Stolk, 1984).

About 50% of ‘JOB' scheme jobs were addi-
tional employment for the target group.
More than half of the participants had a reg-
ular job afterwards. About half of the partici-
pants expected ‘JOB' to have improved their
chances of finding work in the future

(De Koning et al., 1988 and 1989)

1988-90)

A very small part of the target group was
reached. For those reached, only a small
proportion attributed their finding a job to
the AAJ activities. Net effect was 3%
(Koning et al., 1994).

1992-97

The scheme only succeeded in reaching
about two thirds of the target group;
60-70% of ex-participants had a job after-
wards. Net effects estimated at about 18%
(Olieman and others, 1996).
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Table 7: Examples of current active (experimental) measures specifically aimed at young people

Measure

Youth
development and
experience-raising
('JOB’)

"Work-first
pathways'

Subsidy for
practical
component of
apprenticeship
training

Content

Job-creation scheme for young people
unemployed longer than six months

Increasingly, unemployed people asking for
social assistance benefits are put to work in
low-paid subsidised jobs. Simple, low-paid
work is intended to be an incentive to look
for a regular job

Since 1996, employers have received a tax
deduction for providing contracts for
apprentices

Pathways for unemployed young people in
which they are prepared for an apprentice-
ship place, including guarantee of a job

Period

Experiment running
until 1 January 2007

Started recently in a
number of
municipalities

1996 to now

Started in September

Evaluation

No results available

Some municipalities report
successes with the work-
first approach

Stimulating effects of the
fiscal facility are low
(EIM, 1997)

'0&0' youth model

afterwards (cooperation between various

2004 No results available

actors, including municipalities and sectoral

training funds)

Projects subsidised
by the European

Social Fund cooperation with social partners

2.6. Policies to tackle early school
leaving

The higher people’s educational attainment, the better they
fare in the labour market (Gelderblom and De Koning, forth-
coming). More education also pays off in terms of higher pay
and higher productivity. It is therefore crucial to ensure that
young people leave education with a qualification. To improve
institutional awareness and procedures, regional reporting
and coordination centres for early school leavers have been
established. A recent evaluation of these centres (Glaude and
Verbeek, 2004) showed that they have contributed to the
availability and efficient use of monitoring and signalling
information and cooperation among regional actors.

Another policy initiative for reducing the number of early
school leavers is the financial support to employers if they
train such workers. However, there still remains a group of
young people for whom the starting qualification will be too
difficult to achieve.

Employment and training projects, often in

Current programme

period: 2000-06 No results available

3. Conclusions

The problem of Dutch youth unemployment should not be
exaggerated. The youth unemployment rate is still relatively
low, especially in the international context. On the other hand,
significant numbers of young people leave school without a
starting qualification. They are at high risk of unemployment at
a young age and throughout their lives. Therefore, it is positive
that a comprehensive policy is being developed to combat
youth unemployment and reduce early school leaving.

Experiences with labour market policies in the past show that
training measures seem to be less effective for young people.
Job-creation schemes are more positive. However, the move to
a regular job afterwards must be a central focus. Although
experiments with new types of ALMPs have begun, most of
the activities of the youth unemployment task force focus on
streamlining and supporting initiatives by bringing together
(local) actors.
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Even if policies are intensified and made more effective, some
early school leaving will be unavoidable. This group of young
people will be vulnerable and will remain in danger of becom-
ing unemployed. Experiences with financial support for train-
ing costs for employers who recruit such people are not
encouraging. Sending these young people back to school is
not always a logical solution. An alternative could be to start
an apprenticeship, where attending school is limited. Howev-
er, apprenticeship places are very sensitive to business cycles.
So when youth unemployment rates are high, the supply of
places will be limited. Experiences with (fiscal) stimulation of
apprenticeship places also show that these tools have limita-
tions in increasing the number of places. An alternative would
be to (re)install a specific training infrastructure like the former
training centres, which offered practical courses with strongly
individualised learning pathways. Further development of the
competences required in practical work is another alternative.

Better targeting of youth policies is also important as a means
of reaching young people. Early identification of groups facing
the highest risks is crucial for such targeting.

In several instances, no evaluation results are yet available for
recent youth policies. These conclusions generally apply to cur-
rent labour market policies in the Netherlands. The Ministry of
Social Affairs and Employment has acknowledged this omis-
sion, and is going to nominate an advisory commission to sug-
gest a new programme for evaluation research.
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Youth employment in Polana

1. Trends

In Poland, in 2004, there were 2 093 000 economically active
people aged between 15 and 24. Between 1992 and 2004, the
number of economically active young people (including short-
term fluctuations) decreased (Table 2, Annex to this article). A
significant decrease in the number of economically active
young people was observed among those aged 15-17
(by 69.1%), and 18-19 (by 7.4%) (Table 1, Annex). Two
parallel processes contributed to this change:

e The growing participation of young people in education;

e The postponement of entry to the labour market by young
people born during the population boom of 1975-1983.

Between 1992 and 2004, there was also a decrease in the
number of employed young people aged 15-24 — from
1657 000 to 1 312 000, i.e. 20.8% (Table 1, Annex).

The number of unemployed young people increased by 15.1%
between 1992 and 2004 (Table 1). This was less than the
equivalent figure for all unemployed people, which was
28.7%. Furthermore, data on registered unemployment also
indicate a decrease in youth unemployment in recent years,
especially in 2002-04 (Table 2).

The activity rate of young people decreased steadily from 1993
to 2004 (from 44.5% to 35.4%) (Table 3, Annex). In relative
terms, the greatest decrease was seen among those aged
18-19. Moreover, the employment rate of young people also
decreased, from 30.4% to 22.2%. Once again, the greatest
rate of decrease was observed among those aged 18-19.

The decrease in activity rate and employment rate was seen in
the total population of unemployed young people aged 15 and
over. However, the decrease of both rates among young peo-
ple was somewhat faster than in the population as a whole. In
other words, the process of economic deactivation among
young people was faster than for other age groups.

The youth unemployment rate in Poland is extremely high. In the
period 1992-2004, the highest level was registered in 2002
(43.6%), and the lowest in 1997 (23.2%). The highest level of youth
unemployment occurred among people aged 18-19 (Table 3).

2. Measures taken
to promote youth
employment

2.1. Education and training policies

From the point of view of the labour market, the shortcomings
of the Polish education system are:

e Inequality of access — young people living in rural areas
have less access to education, as do young disabled people;

¢ The limitations of practical vocational training and voca-
tional apprenticeships, leading to a lack of qualified
workers;

e The lack of education profiles and programmes adjusted
to prospective labour market demands (currently, no par-
ticular methodology of forecasting labour demand
according to qualifications is practised, and research is
not systematic and long-term, even though many institu-
tions carry out research ("*);

e A current lack of efficient mechanisms to coordinate the
education system and labour market demands;

¢ Insufficient quality of teaching;
¢ Under-development of continuous education systems.

To meet the employment demands of young school leavers, it
would be reasonable to:

e Implement a dual education system and acknowledge
vocational training as the fundamental element facilitat-
ing the transition from education into work;

e Ensure coordination of the education system with labour
market demands, using results from monitoring of deficit
and surplus professions (in terms of labour supply) and
their impact on regional and local labour markets, and
monitoring of graduates’ progression;

("®)  The system of labour-demand forecasting in Poland was only set in motion at the end of 2005. There will be unique, cre-
dible and disaggregated (local and regional level) labour-demand forecasts according to qualifications.
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e Ensure future coordination through implementation and
practical usage of the long-term forecasting system for
labour demand by qualifications;

e Improve the quality of education, especially in schools in
rural areas and in vocational schools (both teaching and
equipment);

e Undertake actions to increase opportunities to access
higher levels of education for young people living in rural
areas, and for disadvantaged young people and commu-
nities;

e Improve access to foreign language teaching and infor-
mation technology education through the development of
continuous learning systems and distance learning.

Basic measures that would ensure opportunities for increasing
young people’s access to the labour market include flexible
education pathways and programmes, and continuous educa-
tion.

2.2. Labour market and employment-
related policies

Actions to limit youth unemployment have concentrated on
programmes developed within the framework of labour mar-
ket policy (). All other solutions have been fragmented in
nature.

Labour market programmes for young people

In 2002, the Polish government developed an economic strategy
of ‘Entrepreneurship — development — work’, including the ‘First
work’ programme. The fundamental objective of ‘First work' is to
prevent graduates from becoming and remaining unemployed.
Increasing graduates’ opportunities for gaining their first voca-
tional experience is regarded as essential, including the target of
getting all registered unemployed graduates into active meas-
ures not later than six months after registration ('*).

Young unemployed people can make use of all available
labour market services (employment agency, EURES (European
employment services), vocational guidance and information,

Youth employment in Poland

support in active job-search, the organisation of training), and
additionally — within the framework of the programme — can
attend group training and information classes.

Young unemployed people can also benefit from other labour
market tools, such as employment in public works, grants of
resources for starting a business, and — for employers who
take on unemployed people — refunds of equipment and addi-
tional equipment costs.

Apart from the directly measurable employment effects of
‘First work” in terms of young people accessing permanent
jobs, the programme has other benefits:

e Young people are not left isolated with their vocational
problems.

e The programme helps to overcome employers’ unwilling-
ness to employ young people because of their lack of pro-
fessional experience.

e The programme motivates young people towards closer
cooperation with employment services.

e Many organisations are involved, as well as public
employment services, in the economic activation of young
people.

Other measures include the following:

e The 'Professional activation for graduates: first work —
first business’ programme was launched in 2005, to pro-
mote business start-ups.

e The 'Talent" programme ('), developed in 2005, aims at
the economic activation of unemployed graduates of art
schools and universities, and at graduates of faculties
connected with culture.

In 2005, within the framework of "Human resources develop-
ment — PHARE 2003":

e The 'Jobs in the culture sector’ programme was launched,
targeting people aged 20-26 who have graduated from
art schools.

(")  On the basis of the Promotion of Employment and Institutions of the Labour Market Act 2004 (Journal of Laws, No 99,
item 1001), unemployed people aged up to 25 have been recognised as being in a special labour market situation.
(")  Ministry of Labour and Social Policy (2002) First Work: vocational activation of graduates programme, Warsaw; 1 Work

Offer http://www.mpips.gov.pl/index.php?gid=501.

("®)  Within the framework of ‘First work" and the ‘International programme for cultural debut support and development of art

schools — Maestria’.
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e A decision was made to continue the ‘Alternative II' pro-
gramme aimed at unemployed young people aged up to
25 and university graduates aged up to 27.

Other measures oriented towards youth employment

Reducing pay to below the legal minimum wage for employ-
ees entering the labour market was a measure intended to
increase work for young people. During the first year of work,
pay could be decreased to 80% of the minimum wage, and to
90% in the second year ().

However, young people were encouraged to start their own
business, by applying for exemption from retirement insurance
contributions in the case of graduates wanting to start a busi-
ness ("°).

3. Problematic features
of youth employment

A problematic feature of youth employment is the increased
participation in some atypical forms of employment and in
unregistered labour than among the working population as a
whole. This suggests over-representation of young people in the
so-called ‘secondary labour market’ (according to the theory of
the dual labour market). At the same time, it proves young peo-
ple’s adjustment capabilities to Polish labour market conditions.

The conclusion of recent research ('"') is that atypical forms of
employment are more frequent among young people than in
the total working population (Table 5, Annex):

e People aged 15-24 work part-time far more frequently

than the employed population as a whole (23.2%, com-
pared with 10.5%).

Unregistered labour means:

* Young people are more often offered shift work (25.3%,
compared with 19.9%), which is treated by employees as
more burdensome.

One feature of the Polish labour market is the existence of
unregistered labour, often called ‘shadow economy" labour ().
The results of recent research ("**) show that, between January
and September 2004, unregistered labour was carried out by
1317000 people (9.6% of the total number of employed
people (). As many as 270 000 people carrying out unregis-
tered labour were aged 15-24 (20.5%) ('*).

Generally, the Polish labour market does not offer stable, well-
paid jobs which guarantee full realisation of people’s aims. Most
often, the result is high fluctuation of young employees, who are
made to constantly search for a job meeting their aspirations,
and/or undertake economic activity in the shadow economy.

4. Roles of the labour
market actors

The problem of high youth unemployment in Poland can be
solved through active, coordinated cooperation by all the
labour market actors. These comprise ("*°):

The public employment services;

e The voluntary work corps (Ochotnicze Hufce Pracy, OHP),
which plays a significant role in tackling youth unemploy-
ment in Poland;

e Employment agencies;

e Training institutions;

(") Minimum Wages Act 2002 (Journal of Laws, No 200, item 1679). This measure was in force until 2005.

(") Change of the Act on the Facilitation of Graduates Employment Act 2002 (Journal of Laws, No 112, item 957).

(") Modular research carried out in the second quarter of 2004 within the framework of BAEL (Polish labour force survey).
(")

e hired work without any contract between employer and employee; the employee does not get social security, while

unregistered labour is exempt from personal taxes,

e self-employment where no obligations towards the state (e.g. taxes) are realised.
(") Modular research, Unregistered labour, conducted in the fourth quarter of 2004 within the framework of BAEL.
(") The total of people working in the shadow economy divided by the average number of employed people in the first three

quarters of 2004 (BAEL).

(")  Central Statistical Office (2005) Unregistered labour in Poland in 2004, Warsaw: CSO.
(") Act of 28 July 2005 on the Change of the Act on the Promotion of Employment and Labour Market Institutions, and on
the Changes of Other Acts (Journal of Laws, No 164, item 1366).
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e Social dialogue institutions;
e Local partnership organisations.

Projects within the framework of the ‘First work’ programme —
undertaken by the public employment services and labour
market partners — are good examples of cooperation by labour
market institutions to reduce youth unemployment. These proj-
ects include the following (*);

e The 'Work for youth” programme, which features preferen-
tial bank loans for young unemployed people to help with
the financing costs connected with starting a business,
and preferential loans for employers to create additional
jobs for unemployed young people;

e The 'Junior' programme, in cooperation with the State
Fund for Rehabilitation of Disabled People (Pafistwowy
Fundusz Rehabilitacji Osob Niepetnosprawnych);

e  Grants for creating communal information centres;

e Grants for developing graduate careers offices;

e  Contests for the creation of school careers centres;

The creation of mobile vocational information centres (%)
under the aegis of the voluntary work corps.

What is more, organisations and institutions whose operations
are aimed at young people have been invited to cooperate in
realising the ‘First business’ programme. The programme is
being carried out by the public employment services, academ-
ic organisations (e.g. students’ forum BCC), non-governmental
organisations (e.g. the economic education development
forum), employers unions (e.g. the Polish Confederation of Pri-
vate Employers, Lewiatan), and local and regional govern-
ments.

In all the projects, public employment agencies focus mostly
on stimulating operations — rarely on the support in their

Youth employment in Poland

organisation — and always on financial support. This last is
extremely important because it rarely determines the scope
and scale of the activity of particular social dialogue institu-
tions or legal partnerships. Donations for ‘academic entrepre-
neurship incubators’, granted by the Ministry of Economy and
Labour on the basis of analysis of applications, serve as a good
example ("°). Another example is the support for creating and
running social economy loan funds (').

Solutions to the youth unemployment problem in Poland are
possible only with the cooperation of labour market institu-
tions and non-governmental organisations. Moreover, the
diverse circumstances of various groups of young people need
to be taken into consideration: school pupils, graduates, stu-
dents, young people living in rural areas, disabled young peo-
ple, young people from neglected and poor regions, and young
people who are outside the education and labour system.

5. Conclusions

During recent years, the level of youth unemployment in
Poland has been decreasing more quickly than the level of
unemployment generally. However, it is still alarmingly high.
The arrival of the population boom (1975-83) in the labour
market is a key influence on the high rate of youth unemploy-
ment. Moreover, the low capacity of the economy to create
jobs and the mismatch between the education system and the
needs of the labour market are also of key importance.

The prolongation of education and postponement of labour
market entry have resulted in lower rates of economic activity
among young people. Currently in Poland, only around 40% of
young people are economically active, i.e. employed or looking
for employment.

The main problems with the Polish education system are the
lack of developed coordination between the education system
and current and forecast labour market needs, the relatively
low quality of education, and limited practical training.

(") Ministry of Economy and Labour (2005) Projects realised within the framework of ‘First work’, press information, Warsaw.
("®  Mobile vocational information centres have two-person teams of vocational counsellors supported by employment agency
employees, with computer equipment and vocational information resources and tools. They target young people outside
big cities, using specially labelled buses. The centres also have stationary bases, which operate irrespective of away visits.
Between October 2004 and March 2005, over 101 000 young people used the centres’ services, over 70 000 of them
during the outreach sessions (Ministry of Economy and Labour (2005) ‘First work” in the voluntary work corps, press infor-

mation, Warsaw).

(")  Applications for donations for ‘Academic entrepreneurship incubators’
http://www.mgip.gov.pl/Przedsiebiorcy/Wsparcie+dla+MSP/inkubatory.htm

("®) Social economy loan funds:

http://www.mgip.gov.pl/Praca/RYNEK+PRACY/Partnerzy/Spoldzielczosc/Fundusze+

Pozyczkowe+Ekonomii+Spolecznej.htm
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Decreasing youth unemployment is one of the basic tenets of
labour market policy, and several programmes have been
developed in this area. Their effectiveness and the correctness
of choice of tools need to be evaluated positively. Although
their influence on employment cannot be fully quantified, it is
nevertheless clear that the programmes have contributed to
the reduction of youth unemployment.

In labour market policy, significant stress has been placed on
incorporating social dialogue into the process of reducing
youth unemployment, involving non-governmental organisa-
tions, employees, employers and youth organisations as well
as local partnership institutions.

The decrease of the unemployment rate in Poland — including
youth unemployment at a greater rate, more visible than in
any other group — allows us to expect further improvement of
young people’s situation in the labour market. The forecast
decrease in the number of people aged 15-24 will also be
conducive to further reductions. Population forecasts by the
Central Statistical Office indicate that, between 2002 and
2015, the number of people in this age group will decrease
from 6428 200 to 4 356 000 (a drop of 32.2%) (Figure 1,
Annex). This phenomenon will, however, trigger further prob-
lems, of a completely different nature.
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National reports on youth employment — 2005

Table 4: Early school leavers in Poland and EU

2001 2002 2003 2004
EU-25 16.9 16.6 16.1 15.7
EU-15 18.9 18.6 18.3 17.8
Poland 7.9 7.6 6.3 5.7

Source: Eurostat Population and social conditions, education.
http://epp.eurostat.cec.eu.int/portal/page? pageid=1996,45323734& dad=portal& schema=PORTAL&screen=welcomeref&open=/yearlies/C/C4/C42&
language=en&product=EU_yearlies&root=EU _yearlies&scrollto=283

Table 5: People employed in atypical jobs and at atypical times in Poland, second quarter of 2004

Total employed Employed aged Total employed Employed aged

15-24 15-24
No (1 000) %
Total 13 682 1059 100 100
Including:
Part-time employed 1440 246 10.5 23.2
Employed people who normally work: (%)
at home 382 12 2.8 1.1
on shifts 2716 268 19.9 25.3
in the evening 1797 127 13.1 12.0
at night 728 51 53 4.8
on Saturdays 3554 298 26.0 28.1
on Sundays 1844 121 13.5 114

(")  The data should not be added, because one individual might work in more than one untypical form (at untypical times) during the week.
Source: National data, BAEL (LFS); people aged 15 and above. Central Statistical Office (2005) Typowe i nietypowe formy zatrudnienia w Polsce w 2004 r., Warsaw: CSO.

Figure 1: Projected numbers of people aged 15-24 in Poland up to 2015
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NB: 2002 — actual data.
Source: Population projections for Poland, 2003-30 (http://www.stat.gov.pl/dane spol-gosp/ludnosc/prognoza ludnosci/index.htm).
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Youth employment in Portugal

Introduction

The Portuguese government has dedicated a full chapter to
‘New social policies’ in its policy programme. The last of these
eight policies is dedicated to "Youth policies: to educate for cit-
izenship and promoting democratic participation’. Not surpris-
ingly, the first policy on the list is ‘More and better education’.
Combining these two policies highlights current thinking
among policy-makers and stakeholders on what is needed to
achieve better results for youth employment.

Youth unemployment is perceived as a two-dimensional prob-
lem:

a. Under-qualified premature employment;
b. Over-qualified unemployment.

The first dimension is commonly associated with early school
leavers, and the second with the difficult transition from
school to work.

I. Early school leavers

Of the EU-25 Member States, Portugal has by far the highest
rate of early school leavers (ESL). According to latest Eurostat
information, the Portuguese ESL percentage is 2.6 times above
the EU average.

In six years (2000-05), despite heavy public investment in edu-
cation, the gap between Portugal and the EU-25 average per-
centage of ESL has been narrowed by just 1.6%. The figure is
slightly better for women (2.5%) and, conversely, worse for
men (1.1%).

If this trend continues, Portugal is not likely to reach the aver-
age EU level in the short or medium term. However, after a
strong improvement in 2003, the convergence trend has
slowed down and was actually at a standstill in 2005.

Despite all the efforts and heavy investments made by Portu-
gal in its education system, early school leaver rates, particu-
larly amongst young men, are still very high and causing
concern. A great deal of effort has been invested in the new
education pathways, particularly at the secondary level, to pre-
vent young people from leaving school with no qualifications.

However, these efforts have not translated into results and a
significant percentage of young people prefer to enter the
labour market sooner. The levels of poverty in Portugal are still
considerable and young adults (mostly men) are under pres-
sure to contribute to family budgets.

On the positive side, the ESL rate continued to drop for the
third year in a row (since 2003) for both men and women, with
greater impact for the latter. Further tables and graphs are pre-
sented in the Annex to this article, and should be consulted in
order to better understand the evolution of ESL statistics in
Portugal.

2. Youth unemployment
ratio

Historically, Portugal has been known for very low unemploy-
ment levels, including unemployment rates for very young
people. However, this situation is changing. Portugal is very
rapidly approaching unemployment rates close to the EU-25
average and, moreover, a contrasting and negative trend when
compared with the majority of Member States.

Figure 2 (see Annex) illustrates this point. For the first time
since Portugal joined the EU, the youth unemployment ratio is
higher than the EU-15 average (end of 2005).

3. Overqualitied
unemployment

Unemployment is also growing significantly among young uni-
versity graduates. The transition from the academic environ-
ment to work is becoming more difficult for a large number of
graduates aged 22-24. This has contributed to the trends
shown in Figure 3 (see Annex).

These transition problems are caused by many factors, from
oversupply in some traditional courses (law, social sciences in
general, management and economics), to low-quality teaching
by some universities. The government is encouraging young
people to invest more in science and technology (S & T)
courses, together with other measures to tackle these transi-
tion issues.
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4. Measures taken
to promote youth
employment

Several plans, pacts and measures have been adopted recent-
ly to promote employment in general and youth employment
in particular.

4.1. Education and training policies

National youth plan

In early March 2006, the Portuguese government presented
the 2007-13 national youth plan (NYP) ("*'). NYP 2007-13
reflects national priorities defined in the next 2007-13 budget.

NYP aims, learning from experiences of other EU countries, to
focus and concentrate public interventions to ensure better
efficiency in the use of resources in a country where young
people still require extensive support.

NYP is articulated as a step-by-step development framework,
highly participative and decentralised, with particular atten-
tion to the following actions:

e Assessment of the youth situation in Portugal — an
informative statistical study will be undertaken;

e (reation and management of an interactive and informa-
tive NYP website (*%%);

e Organisation of thematic seminars and national and inter-
national 'youth journeys’;

e Organisation of the national youth congress in the city of
Braga ('?) in October 2006.

The government’s flagship measure to promote youth employ-
ment is the ‘New opportunities’ initiative. This is part of the
National Reform Programme (NRP) 2005-08 defined under the
scope of the Lisbon strategy.

(") http://programanacional.juventude.gov.pt/principal.aspx

The ‘New opportunities’ initiative

‘New opportunities’ is aimed at both young people and adults,
and is intended to provide new solutions for young people in
accessing the labour market. Its main purposes are to:

e Raise compulsory education from nine to 12 years of
schooling;

e Engage 50% of the secondary school population in voca-
tional and technological courses.

The initiative is very recent, which makes it impossible to eval-
uate the impact thus far. Nevertheless, the policy intentions
are good, and ambitious goals have been set.

On a more negative note, however, it is questionable how fea-
sible these objectives are, since much early school leaving
occurs before the end of current compulsory education (nine
years of schooling). Also, Portuguese society generally per-
ceives vocational and technological secondary courses as sec-
ond rate.

Vocational and technological educational pathways represent
the engagement of 650 000 young students until 2010, which
illustrates the ambitious nature of the new policy goals.

The ‘Technological plan’

Another flagship measure (and long-awaited) by the gov-
ernment is the ‘Technological plan’ ('**). This plan actually
includes the ‘New opportunities’ initiative as one of the
measures within its first area of raising the knowledge lev-
els of the Portuguese population. This first area currently
comprises 27 measures. Of these, eight (almost 30%) are
directly or indirectly related to youth employment. This arti-
cle highlights one of the most innovative: the ‘science and
technology voucher’.

This measure will create special loans for students who are
willing to engage in S & T university courses. The loans will be
granted by financial institutions and partially subsidised by the
state. This approach represents direct financing for students,
who will be responsible for choosing their university. The aim is
to ensure that no capable student interested in S & T fails to
get higher qualifications for economic reasons.

(") Already available at: http:/programanacional.juventude.gov.pt/principal.aspx.

("®)  Braga must have been chosen for symbolic reasons, as it is one of the youngest cities in the country in terms of the age

of population.
(") http://www.planotecnologico.pt
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Traineeship programmes

Also related to the transition issue mentioned above, the gov-
ernment has already launched several programmes to promote
the better integration of young university graduates into work-
ing life. They include ‘Inov-Jovem’, ‘Inov’ and ‘Contacto’. These
programmes are intended to encourage innovation and entre-
preneurship by creating jobs for qualified young people through
traineeships in companies. An additional goal is the insertion of
young people in strategic areas for the competitive develop-
ment of small and medium-sized enterprises. These programmes
should involve 25 000 young graduates up until 2009.

The success of the Inov-Jovem programme should be noted, in
terms of young university graduates involved, but also
because of the great demand from firms of all sectors to join
the initiative. It is inevitable, as Portugal moves into the know!-
edge society, that a highly qualified labour force will find it
easier to enter the labour market. Inov-Jovem has been prov-
ing to be very successful in terms of demand from employers
and young graduates. The initiative had the merit of being
integrated in a clear way in an overall strategy to modernise
Portuguese companies. Inov-Jovem can be described as an
‘orientation-training-integration’ solution to promote innova-
tion in companies. Inov-Jovem promoters develop these three
dimensions in an articulate way in order to achieve better
results in terms of employability of the young graduates.

Higher education and the labour market

Finally, in order to better align higher education systems and
outputs and qualification demands, completion of the Bologna
process has been adopted as a key measure in the 2005-08 Por-
tuguese NRP. The key issue is to ensure that higher education is
relevant for the labour market. The main goals are to improve
quality and success in higher education, to stimulate interna-
tional mobility of students and teachers, to promote postgradu-
ate advanced education and lifelong training for staff, and to
ensure a stronger link to the labour market's requirements.

4.2. Labour market and employment-
related policies

‘New opportunities’ is the key labour market measure pro-
posed by the Portuguese government. Goals have been set to
ensure that each unemployed person is given a new opportu-
nity (vocational training, conversion training, a traineeship, or
any other initiative that promotes employability). This opportu-
nity is to be offered before completing six months of unem-
ployment, or three months in the case of unemployed people
under 23 who have not completed 12 years of education.

Youth employment in Porfugal

For qualified young unemployed people (graduates from uni-
versities), the public employment services (PES) will have to
define a personal employment plan, and a new employability
opportunity will have to be presented between October and
December of each year.

These schemes have also been adopted very recently. Once
more, the intentions are good and the content of each meas-
ure seems satisfactory.

The risk that these measures might merely postpone unem-
ployment appears greater for less-qualified young unem-
ployed people. As long as the employability opportunities
provided are aligned with labour market demand, the risk of
this should diminish considerably.

This approach oriented to target groups is likely to generate
better results than a more global one, since employability
problems have multiple and very different causes among vari-
ous categories of unemployed young people.

5. Tax sysfems and
labour market
legislation

There are already strong incentives for companies to recruit
young unemployed people (mainly social security exemptions
and wage subsidies). All the new traineeship programmes
mentioned above include wage subsidies that allow compa-
nies to integrate highly qualified young workers at very low
cost. The problem is that the Portuguese economy shows no
sign of recovery, making it very difficult for companies to
recruit, despite all these support measures.

In terms of self-employment, the NRP 2005-08 and the ‘Tech-
nological plan’ include several measures to promote higher
rates of entrepreneurship among young Portuguese people.
Unfortunately, very few of them are tax-related and the leg-
islative framework in Portugal is still not sufficiently business-
friendly. Considerable progress has, however, been achieved in
some bureaucratic aspects of business creation, making it pos-
sible to formally start a new company within 24 hours.

Finally, in terms of the mobility of young people, some of the
measures in the ‘Technological plan’ and the NRP 2005-08
address this issue. These measures are mostly related to edu-
cation and vocational training, and the transparency of com-
petences and skills recognition.
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6. Problematic features
of youth employment

The most problematic feature of youth employment is the eco-
nomic dilemma which underpins Portuguese society. The new
policy by the government has yet to show concrete results,
although in theoretical terms most of the political decisions
and actions are sound. Typically, young workers are more like-
ly to be employed on the basis of non-permanent contracts,
receive low wages and be engaged in some undeclared work.

Another problem is the effect on companies of all the support and
incentives to employ young people. This, inevitably, generates
habits of low wages and low investment in human capital, even
when firms integrate highly qualified young unemployed people.

/. Roles of the labour
market actors

A similar process to the NRP 2005-08 has been adopted for
the policies discussed above, whereby stakeholders tend to be
involved only at the implementation stage once the govern-
ment has formulated policies and measures. So far, the
response from these stakeholders (particularly social partners)
has been a mix of reluctance but also acknowledgment of the
satisfactory character of most of the initiatives.

A good example was the ‘Technological plan’. After a long
delay, reactions from social partners when the plan was final-
ly presented were more positive than negative. However, a
passive ‘wait and see’ attitude could also be detected.

A more direct approach has been adopted with respect to the
PES role in youth employment issues, including the transition
from education to work. The Minister of Labour and Social
Security has shown strong commitment in reforming the PES
so that they can better fulfil their mission. The challenge for
the PES of developing a personal employment plan for each
unemployed person is generating high expectations, since the
Portuguese PES have always been criticised for not being able
to provide this kind of assistance.

With unemployment levels growing rapidly and recruiting
restrictions imposed on all ministries, the minister is facing a
very demanding productivity challenge.

8. Conclusions

Youth employment is an increasing concern in Portugal. Eco-
nomic growth is still not convincing, and unemployment con-
tinues to grow in all population categories, including young
people.

Recent employment policies and measures seem well targeted
and designed, and ambitious goals have been set. Economic
growth is not, however, sufficient to achieve employment
growth on a scale that can impact on young people. Econom-
ic growth depends on many factors, not all of them within the
control of the Portuguese government.

The recent approval of the EU overall budget for 2007-13 has
resulted in a very positive negotiation for Portugal. Perhaps
this will be the country’s last opportunity to rejoin conver-
gence with its European partners.
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Figure 1: Early school leavers
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Table 2: Early school leavers convergence projections |

Early School Leavers 2000-2005 Evolution

Gap between EU % Portugal Convergence
2000 2005 Diff. Average convergence = Years needed Conv. Year
Total 253 23.7 -1.6 0.27 89 2094
Men 30.7 29.6 -1.1 0.18 161 2166
Women 19.9 17.5 -2.5 0.42 42 2047

This is the statistical data used to support Section 1 of this
article on early school leavers.

Table 3 provides more detailed assumptions to project conver-
gence between the EU-25 and Portugal. Average convergence
is calculated only between 2002 and 2005, thus ignoring pre-
vious years where convergence decreased. In this scenario,
convergence is achieved sooner.
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Table 3: Early school leavers convergence projections Il

Early School Leavers 2000-2005 Evolution

Gap between EU % Portugal Convergence
2000 2001 2002 2003 2004 2005 Difference Ly conv Years o pcet
2002-2005 needed

Total 253 27.1 28.5 243 23.7 23.7 -4.8 1.60 15 2020
evolution 1.8 1.4 -4.2 -0.6 0.0

Men 30.7 32.1 33.7 29.6 29.9 29.6 -4.1 1.37 22 2027
evolution 1.4 1.6 -4.1 0.3 -0.3

Women 19.9 22.0 23.2 18.9 17.2 17.4 -5.8 1.93 9 2014
evolution 2.1 1.2 -4.3 -1.7 0.2

Figure 2: Youth unemployment ratio
Context Indicator #9 — Youth unemployment ratio
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Figure 3: Unemployment rate of population aged under 25
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Source of all data: Eurostat.
Statistical analysis: Re-Start Consulting.
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Youth employment in Slovakia

1. Trends

Slovakia, along with Poland, reports the highest share of job-
less young people, both as a proportion of the economically
active population of 15-24-year-olds and as a proportion of
the total population in that age group (youth unemployment
ratio) ('*). Figures 1-4 display the trends in four labour market
indicators for young people aged 15-24.

The figures suggest that:

e Young people are more vulnerable to negative change.
This is evident in the increase in unemployment among
young people (Figure 3) — especially for 20-24-year-olds —
which lags behind overall employment growth (**).

e In 2001, the unemployment rate was 19.2% for the over-
all active population, and 37.5% for the 15-24 age group.
Since then, there has been a moderate improvement
across all age groups. Unlike the overall unemployment
rate, which is higher for women than for men, youth

unemployment affects relatively more young men than
young women (')

Long-term unemployment remains high. Although the
increase in long-term unemployment rates came to a halt
in 2002, the number of long-term unemployed people
among the total unemployed population is growing.
Among 15-19-year-olds, one in five is unemployed for
longer than 12 months.

Demographic aging is manifested in a gradual decrease of
the active population in the 15-24 age group. A positive mes-
sage is the growing number of students in this age group,
which suggests a prolongation of schooling years ("%).

The proportion of self-employed young people is half the
rate for the 25-64 age group (6.7% and 13.5% respective-
ly) (") suggesting that young people find it more
convenient to start their careers as employees, or that
entrepreneurship is insufficiently promoted by the education
system and families.

Figures 1-4: Economic activity, employment, unemployment
and long-term unemployment trends for 15-24-year-olds

Figure 1: Economic activity rate (%)
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(')  According to Eurostat, the youth unemployment rate in Slovakia was 32.7% in 2004; the corresponding figure for the 25
EU Member States (EU-25) was 18.7% (Poland 40%). The youth unemployment ratio was 13% in Slovakia and 8.3% in

the EU-25 (Poland 14.2%).

("*)  Employment grew by 2.1% in the second quarter of 2005 compared with the same period in 2004. However, the number
of young people employed decreased by 3.4% during the same time (- 1.1% for the 20-24 age group).

(") In the second quarter of 2005, youth unemployment was 28.9% for men and 26.1% for women.

('®)  Transition from school to work occurs at age 18 on average, which is very low compared with Europe.

(") Source: Labour force survey (LFS), Statistical Office of the Slovak Republic.
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e Wages for young people are below the average, and the
decreasing ratio of ‘juvenile’ wages to the average wage
is somewhat unusual (see Table 1). Since the younger gen-
eration’s educational attainment is improving comparably
with the overall active population, the decreasing remu-
neration of young people most likely reflects inappropri-
ate qualifications and skills.

Employers, job-broking agents, analysts and policy-makers
agree that young people are insufficiently prepared for the

Youth employment in Slovakia

labour market. Lack of skills or inappropriate skills are the
main reasons why so many young people fail to manage the
transition from education to work.

In 2005, the proportion of registered jobseekers aged 15-24 in
the total of jobseekers ranged between 17.2% and 20.7%,
while the proportion of school leavers/graduates ranged
between 4.1% and 8.0% (). Table 2 shows recent develop-
ments in unemployment rates for school leavers and gradu-
ates by type of schooling completed.

Figure 2: Employment rate (%)
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Figure 3: Unemployment rate (%)
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(™) The proportion of young jobseekers peaks in September after the summer holidays, when the highest inflow of school lea-
vers into the register is reported. The school year officially closes on 31 August, when parents of secondary school leavers
are no longer entitled to receive child allowances. The highest inflow of university graduates into unemployment takes

place in June with the ending of the summer term.
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Figure 4: Long-term unemployment rate (%)

20%
18%
16%
14%
12%
10%
8%
6%
4%

- = —- Total —e— 1524
2%
0%
1998 1999 2000 2001 2002 2003 2004 2Q 2005
Table 1: Average nominal monthly wage (breakdown by selected age groups)
Average monthly gross wage 1998 1999 2000 2001 2002 2003
Total (SKK) 10117 10 593 11 638 12 542 14 597 15 359
15-19 (as % of total) 66.5 63.0 62.1 56.2 60.7 56.0
20-24 (as % of total) 82.8 79.4 77.6 74.7 78.7 75.7

Source: Statistical Office of the Slovak Republic.

Secondary vocational school leavers had the highest unemploy-
ment rate during the period surveyed (23.8%). The worst results
were achieved by leavers from schools in agriculture, forestry,
mining and certain social services. Studies in electronics and

telecommunications, culture and art, machinery and construc-
tion produced below-average unemployment and a better
absorption rate for school leavers. University graduates were
the most succesful in entering the labour market.
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Table 2: Unemployment rate of school leavers/graduates, by type of school (%)

o Seco_nd_ary Secondary

o bty speclicd e

leavers leavers

6/04 15.78 7.40 2.22

7104 15.19 7.10 2.09

8/04 12.64 8.21 2.29

9/04 8.92 17.94 4,97

10/04 6.80 16.31 4.71

11/04 6.03 15.70 4.73

12/04 5.64 15.53 4.67

1/05 2.64 13.68 432

2/05 2.20 12.81 4.17

3/05 1.81 12.08 4.24

4/05 1.50 10.74 3.99

5/05 3.26 7.91 3.06

Average 6.87 12.12 3.79
AB index (*) 0.90 0.56 0.38

Secondary
- Secondary .
vocational school Graduates/ Ratio to

school | school overall

leavers e_at\il]erst leavers unemployment
(with e total rate

matura)

matura)
12.53 11.29 10.43 0.75
11.93 10.72 9.98 0.73
12.70 11.26 9.78 0.74
23.80 21.86 15.06 1.15
21.81 20.43 13.48 1.06
20.76 20.22 12.93 1.03
20.98 20.25 12.81 0.98
18.21 18.56 10.76 0.80
16.87 17.58 10.03 0.77
15.55 16.13 9.30 0.73
13.36 14.37 8.21 0.69
8.85 13.04 7.00 0.62
16.45 16.31 10.81 0.84
0.63 0.40 0.54 -

NB: The unemployment rate for school leavers is calculated as the proportion of registered unemployed school leavers in the number of students leaving school
in a period of two years. When disaggregated to different types of schools, the numbers of school leavers are adjusted accordingly.

(*) AB index gives the labour market absorption rate of unemployed school leavers/graduates.

Source: Institute of Information and Prognosis in Education (2005) Position of school leavers in practice (2004/05).

2. Measures taken
to promote youth
employment

2.1. Education and training policies

In Slovakia, school attendance is mandatory for nine years of
primary and one year of secondary education. Nobody is
exempt, which means that disabled or otherwise disadvan-
taged children must receive guaranteed adequate education
in schools or individually. Parents must enrol their child at

age six in first grade, but there is no system of confirming
registration each subsequent year. Therefore, data on drop-
outs are not available. Data on pupils/students who finish
mandatory school attendance without achieving basic edu-
cation are collected, but too late to undertake preventive
measures. Furthermore, since schools are financed per stu-
dent, they tend to overlook truancy in order not to lose
funds.

Official data show a rising trend in the number of pupils failing
in primary schools. For secondary education, the drop-out rate is
relatively low, although secondary vocational streams (without
matura) show an increasing rate of drop-outs. Early school leav-
ing is more widespread among the Roma population (**').

(*")  According to estimates, the probability of a Roma child finishing schooling without basic education is 30 times higher, and repea-
ting of classes 14 times higher, than among children from the majority population. As a result, only 1% of the Roma population
has completed secondary education. Source: Centre for Educational Policy (2005) Early school leaving — causes and consequences.

EEO Review: Autumn 2005

133



National reports on youth employment — 2005

Several measures have been adopted in the last three years to
reduce the number of young people leaving school without
qualifications. The Ministry of Labour, Social Affairs and Family
(Molsaf) has linked the payment of child allowances to school
attendance. If a pupil is unjustifiably absent for 15 lessons per
month, the payment is redirected from parents to the local self-
governing office. From 2002, the School Act has provided for
‘zero classes’ for children who do not enter first grade. Teacher
assistant posts were introduced and attracted many Roma
assistants. The measures have been effective in decreasing tru-
ancy and drop-out rates, but face organisational and financial
problems (*2).

Molsaf has enabled pre-school facilities and primary schools
to obtain subsidies for meals and school aids for children from
families dependent on assistance. Pupils from primary schools
may also receive merit scholarships. In 2004, the Ministry of
Education (MOE) introduced secondary school scholarships for
students whose parents receive assistance.

The labour market status of young Roma is a matter of concern
in Slovakia, and is characterised by low educational attain-
ment. Long-term unemployment and permanent unemploy-
ment are widespread among the Roma population, resulting in
poverty, poverty cycles and unemployment traps (). The Gov-
ernment Office for Roma Communities provides financial
support to secondary schools, individuals and university
students in order to improve access to education for Roma stu-
dents from disadvantaged households ().

At present, pupils with an incomplete primary education may
continue their studies in two-year blocks at secondary voca-
tional schools. This programme, however, does not lead to a
certificate of apprenticeship, which means that these pupils
leave school as unqualified workers. Certificates are issued
after completion of a three-year study programme, open only
to students who complete basic education. Primary and sec-
ondary schools can organise courses for individuals who fail to
complete basic education, but financing these courses is prob-
lematic since municipalities do not provide financial support
for such activities. Furthermore, the curricula are not tailored
to individual needs and are identical for all courses, regardless
of how many schooling years students have missed.

Retraining programmes allow young unemployed people to
acquire new skills to improve their opportunities for entry into
the labour market. These programmes do not substitute formal
school education, nor do they supplement basic education. A
pilot project, ‘Completion of primary school’ for young job-
seekers (National Institute for Education in cooperation with
Molsaf and MOE) has been extended; 240 people aged 30 or
under will be educated in 15 schools in regions with above-
average unemployment rates.

Vocational guidance and counselling services are provided in
schools and at counselling facilities in local administrative
centres. There are eight regional and 79 district pedagogical
and psychological counselling centres for students, parents
and teachers. School counsellors are teachers, usually without
any special training; some schools have appointed school psy-
chologists.

There are 290 training firms registered with the Slovak
Centre for Training Firms (SCTF), which was established
within the State Institute of Vocational Education and Train-
ing. SCTF provides information and guidance on the Busi-
ness register, the Trade Licensing Office, the tax authorities,
banks and social and health insurance agencies. SCTF also
organises international annual fairs for training firms. The
effectiveness of such project-based and experience-based
training is well-proven, and good-quality entrepreneurial
training is provided for all segments of the Slovak education
and training system ('®).

The responsiveness of vocational education and training
(VET) to the needs of the labour market is constrained by the
lack of relevant labour market data. As a consequence, the
development of core skills, competence-based qualifications
and skills upgrading in schools is driven by input standards
rather than by output standards which are in line with labour
market requirements. This situation contributes to the
continuing skills mismatch (**¢).

In 2002, enterprises regained the possibility to affiliate with
VET schools, but the situation is still far from a functioning
dual system because of financial arrangements and the lack of
incentives.

(") Source: Centre for Educational Policy (2005) Early school leaving — causes and consequences.

(") LFS data from 2001 indicate an almost fourfold unemployment rate for Roma compared with the overall rate (Roma
72.6%, SR total 19.2%; 1998 data: Roma 83.2%, SR total 12.5%).

() A number of non-governmental organisations and civil initiatives have been set up since 1990 with the aim of improving
the education of young people and of young Roma in particular. Many projects have produced positive results, but only a
few have introduced systemic changes and become institutionalised.

() Source: http://www.siov.sk/siov/dokhtm/5sccf/sccfuv.html.

(") Source: European Training Foundation (2002) Vocational education and training and employment services in the Slovak

Republic. Monographs Candidate Countries.
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2.2. Labour market and employment-
related policies

The year 2003 saw the reform of several labour market and
social policies aimed at removing disincentives to work, by
redirecting the emphasis towards activation and motivation
to work. The Employment Services Act (*¥') introduced active
labour market policy (ALMP) tools to reward activity and
mobility in trying to find and retain employment. Young job-
seekers aged up to 25 are included in the target groups of
disadvantaged jobseekers (long-term unemployed people,
people aged 50+, disabled people, single parents, parents
with large families), ensuring positive discrimination in all
ALMP measures.

The ALMP tools include a specific measure for young people:
work experience for school leavers, known as ‘graduate prac-
tice’ ("), The objective of the measure is for jobseekers under 25
to acquire and improve their professional skills and practical
experience with an employer. The results show positive partici-
pation rates (13% of the total of young jobseekers during Janu-
ary to September 2005) (**), but the numbers finding employ-
ment as a direct result are low (one in 20 participants). In 2005,
labour offices received 9 996 requests from employers for grad-
uate practice, and concluded 8 923 agreements with employers
on 17 556 jobs for 22 732 young jobseekers (**°).

Youth employment in Slovakia

Education and re/training of unemployed people is an impor-
tant measure for young jobseekers' job preparation and flexi-
bility. Created within a national project (**') and co-financed by
the European Social Fund, this measure seeks to support job-
seekers’ employability through specialised education and
training programmes tailored to individual needs. Retraining is
perhaps the most efficient ALMP tool for unemployed people,
but the ratio of retraining participants to the total number of
unemployed people is low: less than 1% of registered young
jobseekers were involved in education and training pro-
grammes during the first nine months of 2005. Jobseekers
aged 15-24 accounted for 20% of all retrained unemployed
people. Table 3 depicts the participation rate of young jobseek-
ers in various ALMP tools in the first half of 2005.

There are 65 labour clubs established at local labour and social
affairs offices, and eight information and consulting centres at
regional labour offices, which focus on improving young peo-
ple’s employment chances. The clubs provide information on job
vacancies and employers’ requirements. Young people make up
the largest group of clients of temporary employment agencies.

Small and medium-sized enterprises (SMEs) play a vital part in
the economy in terms of employment and gross domestic
product, although schools and training pay little attention to
promoting entrepreneurship. Potential entrepreneurs can

Table 3: School leavers in ALMP measures (first half of 2005)

Measure

Education and training

Contribution for self-employment

Contribution for employing a disadvantaged jobseeker
Graduate practice

Activation works

Contribution for moving

Contribution for creation of protected workshop/workplace

Contribution for self-employment for a disabled person

Source: Central Office of Labour, Social Affairs and Family.

Effective since 1 February 2004.

and thus raise their chances of finding a permanent job.

Number of placed jobseekers of whom school leavers

10 250 805
5323 259
2010 62
11291 7592
135378 5115
35 3
132 3
129 1

This measure was analysed in the 2005 EEO spring review on innovative policies and practices.
Apart from the symbolic financial contribution, young jobseekers appreciate the opportunity to improve their qualifications

Recent experience with a similar ALMP measure designed for young jobseekers completely failed to attract employer inte-

rest. This measure was the creation of fixed-term job opportunities (2002).

The measure is realised under the sectoral operational programme human resources (projects throughout Slovakia except

the Bratislava region) and the single programming document NUTS Il Objective 3 (projects in the Bratislava region).
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apply for assistance to the regional advisory and information
centres, entrepreneurial innovation centres and first-contact
centres, organised by the National Agency for SMEs.

The new Labour Code (July 2003) brought greater flexibility
into employment relations, notably in working time, overtime
work, recruitment and retention. The new legislation supports
entrepreneurial activities. The Labour Code introduced a new
type of employment agreement, the ‘Agreement on temporary
jobs of students’, enabling students to work up to half of the
weekly working time.

3. Roles of the labour
market actors

Employment policy is coordinated by Molsaf together with the
Central Office of Labour, Social Affairs and Family, other min-
istries, representatives of employers and trade unions, and
self-governing units. Youth employment is not subject to spe-
cific policy or coordination. The nature of problems faced by
young people in the labour market underlines the necessity for
closer cooperation between education and labour depart-
ments. The interministerial approach is supplemented by cross-
sectoral cooperation with social partners, professional associ-
ations, chambers of commerce, guilds, non-governmental
organisations, research and academia. Employers should play
a more significant role in defining standards, curricula and
school-leaver profiles in the education system.

4. Conclusions
and challenges

e The high proportion of young people who do not manage
the transition from education to work indicates a mis-
match between the skills acquired in education and train-
ing and those demanded by the labour market.

e  The structure of initial education — and vocational educa-
tion in particular — is inflexible regarding changing labour
market conditions.

e There is a lack of cooperation between schools, business-
es and labour offices. This is because of schools’ limited
appreciation of the changing needs of the labour market,

a lack of labour market data, and new businesses lacking
confidence in the quality of training in schools (**?).

e Reform of the education system is needed to align qualifi-
cations to labour market needs, reduce the number of early
school leavers and increase access to higher education.

e Strengthened cooperation is needed among key partners to
develop vocational education and training, particularly
between schools and employers regarding course content and
the scope of education (e.g. development of a dual system).

e An integrated system of career research, advisory and
consultancy services (public and private) would raise stu-
dent and parental awareness of changing requirements
and demand for individual professions.

e Employment services need modernising towards a client-
oriented and individualised approach, to facilitate young
jobseekers’ entry and re-entry into the labour market.
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Youth employment in Slovenia

1. Trends

Over the past 15 years, the Slovenian youth labour market has
experienced the same changes and challenges, sometimes
even on a larger scale, as the Slovenian labour market as a
whole. Economic crisis at the beginning of the 1990s con-
tributed to a dramatic fall in activity rates as well as an
increase in unemployment rates for the whole population, and
for the younger population in particular.

With the stabilisation of the economic situation and some eco-
nomic growth, the overall activity rate has improved some-
what, while the youth activity rate has continued to fall, to
31.8% in 2005 (Table 1).

On the other hand, in 1993 when the overall unemployment
rate peaked at 9.1% (labour force survey), the youth unem-
ployment rate (ages 15-24) was much higher, at 24.2%
(Table 2). As Slovenian companies virtually stopped hiring
new workers during this period and were trying to get rid of
excess staff (mostly older, poorly qualified people), the real
losers in the transition period included young people.

Since the improvement of the economic situation in the sec-
ond half of the 1990s, the situation has changed. Employers

are now hiring a mostly younger labour force — who are con-
sidered to be more educated and more flexible, and therefore
more employable — especially in more flexible forms of
employment (). The youth unemployment rate fell to 13% in
2005, and the ratio between overall and youth unemployment
decreased from 2.7 in 1993 to 2.2 in 2005.

Gender differences, which have been increasing in recent
years, are significant in youth employment. The youth unem-
ployment rate ratio between men (18.1%) and women
(19.7%) was 1.1 in favour of men in 1995. But by 2005, when
the lowest youth unemployment rate in recent years was
recorded at 13%, the ratio was 1.4: the unemployment rate of
young men was 11.2%, compared with 15.4% for young
women. Slovenian employers are often hesitant in employing
young women (even though they are more educated than
young men), because of the possibility of pregnancy and sub-
sequent maternity leave (one year).

Of the total of registered unemployed people aged up to 26
in 2004, 53.8% were women, while 56.6% of registered first
jobseekers were women (Employment Service of Slovenia
(ESS), 2005). Other empirical data show that young women
have a longer average duration of unemployment and are
employed for temporary periods more often than men
(ESS, 2005).

Table 1: Activity rates in Slovenia for the period 1993-2005

1993 1995 1997
Overall activity 57.7 57.6 59.1

rate

Youth (15-24 416 41.5 47.6

years) activity rate

Source: Statistical Office of Republic of Slovenia (SORS), 2005.

1999

58.3

41.5

Table 2: Unemployment rates in Slovenia for the period 1993-2005

1993 1995 1997
Overall
unemployment 9.1 7.4 7.1 7.4
rate
Youth
unemployment 24.2 18.8 17.4
rate

Source: SORS, 2005.

1999

18.2

2001 2002 2003 2004 2005
57.8 58.1 56.5 59.0 58.7
36.5 36.7 33.8 39.6 31.8
2001 2002 2003 2004 2005
5.9 5.9 6.6 6.1 5.8
16.1 15.0 15.4 14.2 13.0

(%)  Of all job vacancies in August 2005, 83.6% were fixed-term contracts (Institute of Macroeconomic Analysis and Develop-

ment (IMAD), 2005).
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Table 3: Characteristic groups of registered unemployed people

Average % of characteristic groups of registered unemployed people

Average
nun.1ber of Aged First
Year/month registered .
under 26  jobseekers
unemployed
people
1993 129 087 37.4 19.0
1995 121 483 322 19.7
2001 101 857 24.1 18.8
2002 102 635 24.0 19.6
2003 97 674 26.1 23.2
2004 92 826 26.2 25.2
October 2005 94224 26.1 264

Source: ESS, 2005a.

The data for registered unemployed people show a decreasing
proportion of young unemployed people aged under 26 —
down from 37.4% in 1993 to 26.1% in October 2005 (Table 3).
This figure is consistent with the above-mentioned higher
employment of younger jobseekers. On the other hand, one
noticeable trend in recent years is the growing proportion of
first-time jobseekers among registered unemployed people.
This is accounted for by jobseekers aged 26-30 seeking a first
job after graduating from university. Their share of all regis-
tered unemployed people increased from 11% in 2000 to 17%
in October 2005, and is the direct consequence of the prolon-
gation of education.

2. Measures taken
to promote youth
employment

2.1. Education and training policies

In the mid-1990s, Slovenia adopted new national education
policies for increasing educational attainment. The emphasis
was on increasing the proportion of people with completed
tertiary educational level to 25% by 2005, and increasing

Unem-

Without
Women ployed for vocational Aged
over one cpr as over 40
qualifications
year
43.8 54.8 45.3 28.2
46.7 61.9 46.6 34.0
50.8 58.9 47.0 50.5
51.2 54.4 47.0 49.4
52.8 48.6 44.2 441
53.1 46.2 41.6 42.8
54.5 46.6 39.9 423

cohort participation in tertiary education to 50%. The most
recent reform of the education system consisted of mod-
ernising the curricula in primary and secondary schools, and
introducing new forms of vocational and professional educa-
tion. The latter included dual system (apprenticeship) pro-
grammes (which only partially existed before) in secondary
vocational education, and new two-year post-secondary (non-
university) professional schools.

At individual level, more and more young people have high
educational aspirations and are prolonging their education,
resulting in the lower economic activity rates among the
younger population.

There are two major consequences of these developments.
Firstly, there is the polarisation of job options, which is closely
connected to individual educational attainment. Young people
with higher educational attainment have fewer problems in
finding jobs (even first jobs) than less educated young people.
Secondly, in recent years the proportion of unemployed univer-
sity graduates has started to grow. Reasons for this growing
unemployment are at least twofold: the high concentration of
graduates in certain fields of study produces greater competi-
tion; and the labour market alone cannot produce as many
vacancies as needed in certain areas of the economy.

One of the issues frequently related to the transition from
school to work is the problem of drop-outs and early school
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leavers. Latest data show the highest drop-out to be in voca-
tional education, leaving these young people without basic
qualifications and barely employable (**).

From 1995 onwards, great emphasis has been put on further
implementation of changes in the education system. These
include building the system of national vocational qualifica-
tions, which would enable greater flexibility in the education
system, greater responsiveness to the needs of the labour mar-
ket, and occupational qualifications that give greater compet-
itiveness to individuals in the labour market.

2.2. Labour market and employment-
related policies

In the past, young people without any employment record
(first-time jobseekers) were never entitled to unemployment
benefit.

When new employment opportunities almost ceased in 1991,
greatly affecting young school leavers, the government
responded by introducing a measure to subsidise first-time
employment. This measure was very popular (it covered up to
88% of all first-time labour market entrants), since it was at
that time practically impossible for a young person to get a job
without support from the employment office. However, the
measure was gradually abandoned and replaced in the second
half of the 1990s with other employment measures intended
not only for young unemployed people. In the late 1990s,
unemployed young people were defined as one of the priority
target groups within the ‘active labour market policy meas-
ures' programme. Subsidising school leavers' first jobs current-
ly only occurs in areas with the highest unemployment rates,
though they have been increasing in the past few years (ESS,
2005).

Today, unemployed young people and first-time jobseekers are
most often included in motivation and orientation pro-
grammes, education and training programmes, and public
works such as ‘Programme 10 000+'.

Youth employment in Slovenia

3. Problematic features
of youth employment

The Slovenian labour market is still perceived as somewhat
rigid and labour laws still offer relatively high employment
security for permanently employed people. Current policies
concerned with the flexibility of the labour market have been
mixed. On the one hand, the legal framework and active
employment policies have been designed to make the labour
market somewhat more flexible, while on the other hand there
are still policies focused on job preservation (Kanjuo-Mrcela
and Ignjatovi¢, 2004). Consequently, increased flexibility of
employment mostly affects newcomers, especially first-time
jobseekers.

However, the increase in fixed-term contracts is a sign of an
increasing flexibility of the labour market, especially on the
demand side (employers). This type of flexibility primarily
affects the younger generation.

Another issue regarding the younger generation’s participa-
tion in increasing the flexibility of the labour market is the
existence of student work and student service agencies, which
provide advice on work only to students who are in need of
work or are willing to work as well as studying.

4. Roles of the labour
market actors

There is no specific national programme in Slovenia focused
on young people’s transition from school to work, but several
elements of transition are covered by general education and
employment policies.

In education, the participation of employers proved to be
essential for developing dual system vocational programmes.

(")  The numbers of young people prematurely leaving secondary education decreased during the 1990s. Policy measures
already focus on preventing premature exit from secondary education and helping young people who leave school without
achieving any qualifications. Vocational guidance is emphasised, as well as teachers’ awareness and the responsibility of
schools in early detection of potential drop-outs. There are employment policy measures intended for young people
without any qualifications (offering them a second educational chance or training to prepare them for job-search), and
other projects initiated and carried out by non-profit organisations and associations (e.g. ‘Project learning for young
adults’, 'Street-projects’ for young people in some urban neighbourhoods, projects for immigrant children).
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The Chamber of Crafts was an important actor in shaping the
dual system. However, young people’s interest in enrolling on
vocational programmes has remained relatively low, for vari-
ous reasons (raised educational aspirations, occupations that
are not attractive to young people, parallel existence of simi-
lar school-based vocational programmes, lack of opportunities
for continuing education after completing such a programme).

5. Conclusions

The strategy of encouraging more young people into higher
education proved quite helpful for a time in avoiding high
youth unemployment. In addition, graduates could be
retrained more easily than people with lower educational
attainment. But higher education institutions are releasing
more and more graduates into the labour market, and the
result is high supply-side pressure on certain segments of the
labour market at times when demand is limited. As a conse-
quence of declining labour market opportunities, more and
more young people have to face uncertainty, insecurity and
greater risks. Their inexperience and the shortage of perma-
nent jobs mean that they are stuck in unstable, often low-paid
jobs that do not provide economic independence, social secu-
rity or an independent life. As a consequence, not only are
qualified young people in an extremely disadvantageous situ-
ation, but the numbers of frustrated and unemployed highly
qualified young people are also increasing.

Research on young people’s response to such challenges (e.g.
Ule, 2002) points out some of the consequences of the
increased social vulnerability of young people:

e The economic autonomy of young people becomes very
limited. Family support and social networks become very
important in the crucial transitions that young people face.

e Some youth groups show greater political passivity.
Instead of collective actions, young people increasingly
seek individual solutions to their problems and life.

e Worsening social status and increasing individualism
adversely affect identity-building.

On the other hand, research on demographic trends shows
that there will be no dramatic deterioration in the labour mar-
ket situation of young people, thanks to changes in the demo-
graphic structure — i.e. low fertility rates and the ageing of the
Slovenian population. Both trends are working towards reduc-
ing the size of the Slovenian labour force (Kraigher, 1995),
which should bring about more opportunities for younger job-
seekers to find jobs in the Slovenian labour market from 2015
onwards.
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Youth employment in Spain

1. Trends

There are 4.84 million young people aged 16-24 in Spain; 13.5%
of the total working-age population. In 2004, the economic
activity rate of young people in Spain was below 50% (49.2%),
despite a steady increase from 46.6% in 2001 (Figure 1).
The gap between youth and adult rates widened from 23.6% in
2001 to 24.7% in 2004.

Alow active population rate may reflect longer periods of edu-
cation, i.e. the difference between rates for 16-19-year-olds

and 20-24-year-olds. In Spain, the rate is 25.5% for 16-19-
year-olds and 64.3% for 20-24-year-olds. Male activity rates
(55%) are higher than the female rate (43.6%). The gap
between young and adult male active population rates is high-
er than for women.

Figure 2 shows that employment rates for young people in
2004 were 38.4% compared with the adult rate of 66.9%.
Male employment rates were almost 12% higher than female
employment rates. The 2004 figures show a slight rise for all
groups compared with 2001, with the highest rate of increase
being for young women.

Figure 1: Active population rates, 2001-04:
comparison between young people (16-24) and adults (25+)
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Figure 2: Employment rates: gender/age comparison, 2001 and 2004
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Figure 3: Unemployment rates 2001-04: young people and adults
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The wide gap between youth and adult employment rates may
be because young people join the labour market at an older
age after longer periods in education and training; there is
almost a 34% difference between the rates for 16-19-year-
olds and 20-24-year-olds.

Figure 3 shows that unemployment is hitting young people
harder than the average. In a labour market where average
unemployment rates are almost 11%, youth rates are almost
double that. The difference is even more significant when com-
paring youth and adult unemployment, as in Figure 3. Unem-
ployment for women is also higher, reaching 26.4% in 2004.

Unemployment rates differ in the regions, but regions where
unemployment is widespread also report high youth unem-
ployment rates: Andalusia (27.11%) and Extremadura
(29.06%), compared with Navarre (12.4%).

A very recent impact on the Spanish labour market is the
inflow of foreign labour and its effect on youth employment;
the active population rate for young people is almost 11 per-
centage points higher than the average, even though the gap
fell between 2001 and 2004.

The need to implement policies that will impact on youth
employment rates is evident:

e Education and training policies are crucial to address the
current mismatch between employers’ demands and the
skills offered by the current education system. The mismatch
is particularly pronounced in higher education institutions.

| Youth @ Adults

2003 2004

One consequence of this is the lack of Spanish technologists
and engineers, which is aggravated by weak incentives to
promote innovation. This problem is being tackled by the
national Lisbon reform programme, which the government
launched in October 2005 with a commitment to provide
specific employment/training/retraining to any young per-
son who has been unemployed for more than six months.

The division between permanent workers, who are pro-
tected by high severance payments, and the large number
of temporary workers with little employment stability, is
one of the most pronounced features of the Spanish
labour market, and particularly affects young people. Cur-
rent thinking stresses the role of the long overdue task of
reducing labour market segmentation by lowering the
cost and uncertainty of employment protection for perma-
nent workers and applying legal limits for the renewal of
temporary contracts, which are abused in practice. The
subsidies for many new permanent contracts are expen-
sive, as they incur high losses and should be seen only as
a temporary solution (OECD, 2005).

In response to the high rates of temporary employment,
the national Lisbon reform programme has considered
implementing a reform of the discount schemes on
employers’ social security contributions to promote young
workers' permanent contracts. The proposal is to include
discounts for people aged under 30.

Labour mobility is to be increased by promoting work and
training opportunities in other EU Member States.
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2. Measures faken
to promote youth
employment

2.1. Education and training policies

Education and training outcomes in Spain need improving, as
indicated by the high percentage of early school leavers. In
2004, Spain had the third highest rate of early school leavers
in the EU (31.1%), behind Portugal (39.4%) and Malta (45%).
This rate is considerably worse than EU-15 (17.8%) and EU-25
(15.7%) levels (Table 1). Table 1 shows that the situation in
Spain is getting worse, as the percentage of early school
leavers has been steadily rising over the years.

The OECD ‘Pisa 2003’ report shows Spain ranked 26" out of 41
countries in areas such as mathematics, science and reading.

Educational flaws are also visible in higher education. Spanish
universities suffer from a lack of competition across depart-
ments, and trends in specialisation have overlooked science-
based competences. As a result, higher education institutions
are experiencing difficulties in meeting the challenges and
needs of the labour market.

Youth employment in Spain

Regular vocational training is still underdeveloped in Spain and
suffers from a certain lack of prestige. Nevertheless, some
improvements have been made over the last few years, as a
result of which both the image/prestige and resources devoted
to vocational training have increased. The Spanish vocational
training system has undergone a profound process of change
since the 1990s, aimed at defining and setting the institution-
al, legal and managerial framework since the first ‘national
programme for vocational training’ was implemented.

The ‘national programmes for vocational training’ have
focused on the following aspects:

e A perception of vocational training as an important
human capital investment;

e A gradual stronger connection of vocational training pro-
grammes with European-based active labour policies;

¢ The participation of the central administration (govern-
ment), the social partners and autonomous communities
in a vocational training board;

e Setting up a national system of qualifications.
The objectives are to implement policies compatible with the

specific competences and skills most needed in the labour
market. Legislation to improve education outcomes comprises

Table 1: Early school leavers in the European Union (EU-25 and EU-15)
and in particular countries, 1999-2004

Total 1999 2000 2001 2002 2003 2004
EU-25 - 17.3 16.9 16.6 16.1 15.7
EU-15 20.5 19.4 18.9 18.6 18.2 17.8
France 14.7 133 13.5 13.4 13.7 (b) 14.2
Italy 27.2 25.3 26.4 24.3 235 22.3
UK 19.7 18.3 17.6 17.7 16.7 16.7 (p)
Netherlands 16.2 15.5 15.3 15 14.5 14.5 (p)
Germany 14.9 14.9 12.5 12.6 12.8 121
Sweden 6.9 1.7 10.5 (b) 10.4 9.0 (b) 8.6
Spain 29.5 28.8 28.8 29.5 30.8 31.1
Hungary 13.0 13.8 12.9 12.2 11.8 (b) 12.6

NB: (b) break in series (p) provisional.
Source: Eurostat, Labour force survey (LFS).
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the Organic Law on Education (Ley Orgdnica de la Ensefianza
(LOE)), which is still the subject of parliamentary debate, and
the University Organic Law (Ley Orgdnica de Universidades
(LOU)). The main priorities of the LOE are the following:

e The promotion of a high-quality education system for
everyone. Education has been made compulsory for
under-16s, and efforts now need to concentrate on com-
bating early school leaving, to ensure that everyone can
achieve the highest level of competence.

o Effective involvement of all agencies involved in educa-
tion, as well as students.

e A commitment to European education objectives to meet
the Lisbon agenda.

Achieving higher levels of flexibility seems to be the key factor
in the reforms. The measures aim to link education with work
more effectively, promoting better links between different edu-
cation providers and giving greater autonomy to educational
institutions to improve decision-making. To combat early school
leaving, specific training programmes will be put in place to
help those unable to complete mandatory education to enter
the labour market. Greater flexibility is expected through
improved access to regular vocational training, and by improv-
ing the links between regular vocational training and providers
making up the vocational training systems (occupational and
lifelong vocational training), or by emphasising the importance
of evaluation practices (mainly through the Institute of Evalua-
tion). Teacher commitment needs to be supported with continu-
ous training to keep skills and knowledge up to date.

One of the main pillars of the LOU reform is the commitment
to quality in terms of both teaching and research activity. This
undoubtedly requires additional funding.

Initiatives to link education with work experience have been
undeveloped in Spain to date. Nevertheless, some progress has
been made. In the case of young workers, this has mainly been
through implementation of the following measures.

e School workshops and employment houses (escuelas taller
y casas de oficios) — work and training centres where
unemployed young people (16-25-year-olds) are given
vocational training, combined with hands-on work, to
improve their opportunities for entering the labour market.

e Social guarantee programmes (programas de garantia social)
—training programmes aimed at unskilled young people aged
between 16 and 22 who fall into the following categories:

— those still at school but at serious risk of early leaving,
— those unable to complete primary studies or those
who, in spite of having completed them, have failed

to complete first-level vocational training,

— those in prison,

those with special educational needs.

The programmes last for one year (720-1 800 tuition hours)
and consist of training that combines theoretical and practical
tuition. The aim is to:

e Improve youth training, in order to boost entry rates to
the labour market or help people to resume their studies
(vocational training);

e Qualify young people to a professional standard;

¢ Build self-confidence through skills acquired.

2.2. Labour market and employment-
related policies

This section looks at key Spanish labour market policies focus-
ing on youth employment. Two types of measures are
reviewed: active labour market policies (ALMPs), and tax sys-
tems and labour market legislation oriented policies.

Employment Law 53/2003, which contains the main guidelines
on ALMPs, opted for a comprehensive policy approach. In line
with the European employment strategy, it adopts a preven-
tive vision to fight long-term unemployment. It also promotes
activities intended to boost employment for specific groups,
including young people.

The policies implemented may be classified under four head-
ings:

e 'Prevention-activation’ policies, which are intended to
improve labour market entry for unemployed people: such
policies focus mainly on providing training, employment
or global counselling;

e Specific training policies;
e Policies to reduce inequalities: certain groups, including

young people, who are more likely to suffer from social
exclusion are targeted by specific programmes;
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e Policies to boost employment, by attempting to promote
stable employment and self-employment.

According to the report on the evaluation of the European
employment strategy in the Spanish regions (Saez et al.,
2004), evaluation of ALMPs reveals that their impact is far
from being homogeneous for different groups. Jobseekers
were classified in one of three categories: young people unem-
ployed for less than six months; adults unemployed for less
than 12 months; and people of any age unemployed for more
than 12 months. Analysis showed that the best results in terms
of labour market entry were achieved by the first group,
reporting an entry rate during the first year of 73.6%. Long-
term jobseekers were the worst-performing group (54.7%).

However, if the results for each group are compared with the
same age group not participating in the initiatives, i.e. with a
control group, the conclusions are different. Long-term job-
seekers had the highest entry rate (54%), whereas young job-
seekers unemployed for less than six months showed an entry
rate lower than that reported by non-participants. Conse-
quently, it may be deduced that the policies had no positive
impact on young people.

Evidence indicates that the best results for young people have
been achieved in specific programmes: ‘Prevention-activation’
and some individual programmes such as the ‘Income guaran-
tee programme’, directed at agricultural workers, which pro-
vides a certain amount of income conditional to some partici-
pation in the labour market. However, when comparing these
results with the respective group of non-participants (control
group), no significant or positive results are reported.

Tax systems and labour market legislation oriented policies are
further measures to improve opportunities for young people,
as well as self-employment.

The main measure to encourage businesses to recruit young
people is the 1998 replacement contract (contrato relevo)
whereby a semi-retired worker is replaced by another person
who is either unemployed or working under a permanent con-
tract. Once the worker has fully retired, the relief contract
expires and the person holding the vacancy may work for the
company for as long as the vacancy exists. This initiative is
attractive for businesses because it carries tax incentives.
Workers holding the vacancies are usually young.

Promotion of self-employment among young people is
through several measures.

Youth employment in Spain

e Regionally based tax deductions: in Andalusia, for exam-
ple, the annual deduction amounts to EUR 150. To be eli-
gible, the taxpayer must be under 35, be registered with
the business census and be developing economic activity
in Andalusia.

e The 'Seedbed’ initiative, promoted by the Youth Institute,
has been very successful in Alava (Basque Country): in
2004, more than 24 businesses were set up as a result of
the ‘Ajebask seedbed'.

e The Self-Employment Statute, which is expected to be
passed shortly, will improve the conditions under which
self-employed people work, and so will increase incen-
tives for young people to become self-employed.

It is worth emphasising that no major initiatives have been
taken at national or regional level specifically to promote the
mobility of young people, which according to INEM (National
Institute of Employment) data amounted to 6.9% in 2002 (**).
One exception is the ‘Work camps’ initiative, promoted by the
Youth Institute. This consists of a period of voluntary work to
be undertaken by young people (aged under 30) in Spain,
Europe, North America or Japan in exchange for a free accom-
modation in a work camp.

The most outstanding measures currently come from the EU;
the Leonardo programme (vocational training) and the Eras-
mus programme (higher education) are popular in Spain as
effective tools to promote the mobility of young people.

3. Problematic features
of youth employment

Young people in Spain seem to be particularly vulnerable to
certain features of the Spanish labour market, such as high lev-
els of temporary employment, unskilled jobs and low wages.
Table 2 summarises the main indicators, comparing youth fig-
ures in relation to total figures.

Temporary employment is undoubtedly one of the most prob-
lematic features for young people in the labour market. As may
be seen from Table 2, youth temporary contracts in 2004 (sec-
ond quarter) amounted to nearly two thirds of total contracts,
which is in sharp contrast to the whole population (32.3%). In
comparison to Europe, Spain has the highest rate of temporary

(%)  This is an indicator of inter-provincial labour, geographical mobility, which accounts for the share of contracts signed by
persons whose province of work differs from the province of residence. This means that the person has to commute
every day or change residence. Spain is administratively divided into 51 provinces.
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Table 2: Problematic features of the youth labour market in Spain

Total population

16-19-year-olds

20-24-year-olds Youth population

(over 16) (16-24)

1996 2004 1996 2004 1996 2004 1996 2004
U2 i 33.7% 32.3% 86.2% 82.2% 72.6% 61.2% 75.1% 64.7%
contracts
e 66.2% 67.9% 13.8% 17.8% 27.2% 38.8% 24.8% 35.2%
contracts
Unskilled

14.8% 16.2% 20.5% 27.2% 19.0% 20.8% 19.4% 22.1%
workers

1995 2002 1995 2002 1995 2002 1995 2002
Wages
per annum 16 763 19 802 4716 9 686 7 630 12107 7030() 111620
(average),
EUR

NB: Figures always refer to the second quarter.
(') and (%) own calculations using working population relative shares.

Source: CEET (Centro de Estudios Econdmicos Tomillo) based on INE (National Statistics Institute) Labour force Survey and wages survey.

work, exceeding the European average by almost 30%.
Temporary work particularly affects 16-19-year-olds. Despite
these discouraging results, the rate has been decreasing —
youth temporary contracts amounted to over 75% of total
contracts in 1996.

Permanent contracts are less frequent among young people; in
2004, they accounted for 35.2% of total contracts (67.9% for
total population). Nevertheless, this was still an increase from
24.8% in 1996.

Low skill levels are another negative feature of youth employ-
ment in Spain. As shown in Table 2, the proportion of unskilled
workers is considerably higher among young workers (22.1%
compared with 16.2% for the total population, 2004). Low skill
levels particularly affect the youngest workers (27% in 2004).

Low wages are a further concern for Spanish youth (Table 2). The
average youth wage in 2002 was EUR 11 162 per annum ('),
compared with EUR 19 802 per annum for the population over-
all. This means that young people’s wages are 77% lower than
the average for the total population. Despite these figures, the
gap has reduced over the period 1995-2002.

The welfare at work survey 2004 attempted to measure work-
ers' job satisfaction against several variables (e.g. wages,
labour stability, working hours). According to the survey, the
average level of work satisfaction for the total working popu-
lation was 6.84 (on an index ranking between 1 and 10). The
index barely reached 6.6 for those aged 16-19 — the lowest
among all groups — and 6.7 for those aged between 20 and 24.

As a result of these issues facing young people, there is an
awareness of the need to implement policy measures to
address the problems. Two significant measures have been
implemented so far:

e An increase in the guaranteed minimum wage over the
past two years, from EUR 451 per month in 2003 to EUR
513 per month in 2005: the government has a formal
commitment to reach the threshold of EUR 600 per month
by the end of its term of office;

e The introduction of the replacement contract in 1998 (see
above).

(") Own calculations using 16-19 and 20-24 working population relative shares.
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4. Roles of the labour
market actors

Coordination of policies at national, regional and local level is
carried out by SISPE (sistema de informacién de los servicios
publicos de empleo). SISPE is a new tool from the national sys-
tem of employment. It allows the central and regional public
employment services to share basic data and coordinated
information on active employment policies and unemployment
benefits. SISPE was implemented in May 2005 as a response
to the need for better integration and information-sharing
among public service offices. SISPE does the following:

e Promotes a higher level of mobility among jobseekers;

e Favours an equal opportunities policy for access to
employment;

e Gives employers information about recruitment possi-
bilities for current vacancies by providing information
about available jobseekers; this is an important step to
get employers involved in the actions developed by
SISPE.

The added value of SISPE is mainly based on an improved serv-
ice to customers, homogeneous and integrated information,
and the effective management of national action plan pro-
grammes.

In order to respond effectively to youth employment issues, the
Ministry of Labour and Social Affairs established the Youth
Institute in 1996. Its main activities, which are organised under
programmes, are as follows:

Sectoral, information and mobility programmes;

e International cooperation;

Internal cooperation;

e Training, cultural promotion and documentation.

Sectoral programmes contain the measures most linked to
labour market issues. The main activities carried out by sec-

toral programmes include:

e Counselling — a free counselling service to young entre-
preneurs aged under 35;

e The 'Seedbed’ initiative to foster and support new enter-
prises among young entrepreneurs;

Youth employment in Spain

¢ Training and entrepreneurial promotion;

e Youth housing programmes.

5. Conclusions

Youth employment is one of the key issues for the Spanish
labour market and is characterised by temporary employment,
lack of labour mobility and a high rate of accidents in the
workplace.

The national Lisbon reform programme has set a clear-cut tar-
get of reducing youth unemployment from the current 22.1%
to the average EU-25 level (18.6%) by 2010, with an interme-
diate target of 19.3% in 2008.

In order to reach this target, some measures have been pro-
posed in line with the European pact on youth employment
guidelines, such as a reform of the discount schemes on the
employers’ social security contributions for permanent con-
tracts to include young people (aged under 30) as an eligible
group, specific training/retraining/employment actions for
unemployed young people, and the promotion of working and
training on a part-time basis in other EU countries.

Most of the policies discussed in this article must be analysed
within the framework of the Employment Law 56/2003, which
was the milestone for reforms. The law recognised the impor-
tance of implementing actions and programmes specifically to
improve employment for specific groups, such as young peo-
ple. This approach was reinforced by the declaration for social
dialogue, October 2004, which advocates facilitating entry
into the labour market for disadvantaged people.

The wide scope of the issues addressed by the employment
law and the actions of the central government and
autonomous communities require effective monitoring as far
as the design and implementation of such policies are con-
cerned.
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Youth employment in Sweden

1. Major frends

Until the late 1980s, Sweden was remarkably successful in
combining low unemployment with high and growing employ-
ment rates ("). But in the early 1990s, Sweden entered its
deepest recession in the post-war period. The employment cri-
sis became dramatic.

During this period, the drop in the employment to population
ratio was particularly prominent among young people

(Figure 1). This can be ascribed to increased participation in
upper secondary schools, a notable increase in university
places, and increased participation in training activities as part
of active labour market policies (ALMPs) (Figure A2 in the
Annex to this article).

As shown in Figure 2, the deep economic and employment cri-
sis in the early 1990s was also associated with a dramatic
increase in youth unemployment, which reached its post-war
highest level in 1993 (**9).

Figure 1: Employment to population rates, by age groups, 1976-2004
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Figure 2: Unemployment rates, by age groups, 1976-2004
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Unless indicated otherwise, the data in this article are from Statistics Sweden.
It should be noted that the employment crisis affected all age groups; see Holmlund et al. (1999) and Holmlund (2003).
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Educational attainment and improved labour market conditions
tend to decrease unemployment frequency and duration
among young people. Although a recurrence of short periods of
unemployment is a major feature among young people, unem-
ployment spells are generally shorter than among adults (**°).

Since many young people are still participating in education,
the youth unemployment rate tends to be high, especially
among teenagers. There is reason to believe that early school
leavers who enter the labour market have relatively low skills
and low educational attainment ("*°).

2. Main features
of youth employment

One of the major features of youth employment is a gradual
postponement of entry into the labour market. The average
age (') for labour market entry in 1990 was 20; by 2000 it was
26 (Ungdomsstyrelsen, 2005).

The last decade has also seen a steep increase in fixed-term
contracts (Holmlund and Storrie, 2002). This may have led to
increased unemployment through higher labour turnover.
Fixed-term contracts have been particularly prevalent among
young people. In 2000, almost 60% of women and 40% of
men aged 16-24 were in temporary work. A recent study (Lar-
son et al., 2005) found positive effects of short-term contracts
on future employment prospects.

Young people, particularly young women, are over-represent-
ed among part-timers. In 2004, around 40% of 16-24-year-
olds worked part-time (fewer than 35 hours). Young people
represented more than 15% of part-timers. According to a
recent study (Ungdomsstyrelse, 2005), 60% of students
worked part-time in 2004 (one to 20 hours).

3. Measures taken
to promote youth
employment

The fact that unemployed young people get jobs much faster
than older people could suggest that youth unemployment is
a transitory state requiring little attention from policy-makers.

Nordstrom Skans (2004) analysed the long-term consequences
of unemployment following graduation from Swedish high
schools, and found that experiences of unemployment after
graduation have long-term negative effects on both employ-
ment and earnings. On average, it increased unemployment
probability by three percentage points and reduced annual
earnings by 17% after five years. These results suggest a long-
lasting negative effect from unemployment at the time of labour
market entry, implying that policy initiatives to combat youth
unemployment are justified. Growing awareness of the long-
term detrimental consequences of youth unemployment has led
the Swedish public authorities to adopt policy measures.

3.1. Education and training policies

A comprehensive reform of the Swedish schooling system was
implemented during the early 1990s. The administrative and
financial responsibilities of primary and secondary education
were transferred to the municipalities. A direct consequence of
the reforms was an increase in cross-municipalities variation in
educational expenditure. The decentralisation of the Swedish
school system coincided with an emphasis towards goal-
steered self-evaluation of schools.

Table 1: Enrolment rates into education by age; median age of entry to tertiary education, 2000

0-4 5-14 15-19
Sweden 70.5 97.8 86.4
OECD 63.8 97.9 77.3

Source: Bjorklund et al. (2004).

Median entry age to

20-29 30-39 40+ tertiary education
334 15.0 34 22.7
214 49 13 202

(") In 2004, average unemployment duration among young people (16-24) was around 80 days, compared with 160 days for

adults (25-54).

(") In 2004, the youth unemployment ratio was around 4% among Swedish teenagers (Figure A1 and Table A1 in the Annex).
The youth unemployment ratio is defined as the share of unemployed young people (15-24) in the total population of the

same age bracket.

(") Statistics Sweden defines the average age for labour market entry when 75% of a cohort is employed.
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During the 1990s, enrolment rates for upper secondary schools
increased significantly. Around 95% of each cohort was
enrolled in upper secondary schools (**?).

During the late 1980s, the university enrolment rate started to
increase. Tertiary education was regarded as a better alterna-
tive to unemployment or participating in ALMP programmes
(Bjorklund et al., 2004). The objective of the current govern-
ment is to reach a 50% enrolment rate to tertiary education
for each cohort. In the academic year 2003-04, almost 45% of
young people aged 19-26 were enrolled in tertiary
education.

3.2. Labour market and employment-
related policies

Sweden has a long tradition of active labour market policies.
The 1990s saw a reorientation of Swedish labour market poli-
cy from programmes oriented to labour demand towards sup-
ply-oriented measures.

Many Swedish ALMP programmes are accessible irrespective
of age. However, programmes specifically designed and
restricted to young people have become more common. Their
main purpose is to increase the skills and employability of
unemployed young people by providing general or specific
work experience/training. In 1994, more than 10% of the
youth population (18-24) were enrolled in various ALMP pro-
grammes. In 2004, the figure had fallen to less than 3% (Fig-
ure A2 in the Annex).

While youth programmes have mainly focused on work expe-
rience schemes, there are almost no ALMP programmes pro-
viding certifiable occupational training. This could be one
factor behind the negative results from the evaluations of such
programmes (Schrdder, 2004).

Since the 1970s, labour market training has been the respon-
sibility of educational authorities and local government
(Wadensjo, 1987). Unemployed people aged under 20 partici-
pate in ‘Municipal youth programmes’. The content of these
programmes is generally decided jointly by the public employ-
ment service and local government and consists of full-time
activities, mainly training.

In 1998, the 'Youth guarantee’ was introduced for young peo-
ple aged 20-24. If the employment office is unsuccessful in
placing the jobseeker in employment, regular schooling or
appropriate labour market measures within 90 days, the
municipality can assume responsibility and arrange a motiva-
tional, developmental full-time programme. This consists of

Youth employment in Sweden

vocational training, work schemes and, to a lesser extent,
on-the-job training. The programme differs from traditional
youth labour market programmes. It implies a guarantee for
some form of activity within 100 days of unemployment and is
run by the municipalities instead of the National Labour Mar-
ket Board (AMS), which is traditionally responsible for ALMPs
(Ackum Agel et al., 2002).

The last decade has seen a growing number of evaluation
studies in Sweden (Calmfors et al., 2002). Studies of youth-
targeted ALMP programmes, however, remain scarcer (Table
A2 in the Annex). Although the results vary, some conclusions
can be drawn.

The estimated effects of labour market training for young peo-
ple differ between the 1980s and 1990s. Evaluation of training
during the 1980s suggested positive effects on young partici-
pants’ employment and/or earnings development (Edin and
Holmlund, 1991) and insignificant effects on employment
duration (Korpi, 1994). Evaluation of training that took place
in the 1990s generally found negative effects on subsequent
employment probability and earnings development (Larsson,
2003).

Larsson (2003) evaluated the impact of two youth pro-
grammes ('Youth practice’ and ‘Labour market training’ (LMT)
for 20-24-year-olds). The results suggest that both pro-
grammes have had negative short-term effects on earnings
and employment, while the long-term effect is unclear.
Although workplace practice appears to be more effective
than pure training, neither of the youth programmes seems to
have worked as expected. The negative results for ‘Youth prac-
tice’ might be explained by insufficient planning and low-
skilled tasks which did not provide any personal development.
One tentative explanation for the negative results of ‘LMT" is
that it did not fit employers’ requirements. Training, thus, has
both professional and regional locking-in effects on partici-
pants.

Carling and Larsson (2005) evaluated the overall impact of the
'Youth guarantee programme’ on subsequent labour market
outcomes. The results showed a weak decrease in unemploy-
ment duration. However, this was too small to indicate a more
stable transition from unemployment. On average, the first
unemployment spell was not significantly shorter in the group
accessing the ‘Youth guarantee’.

It is also unclear whether these programmes have had much
positive effect on employment. Youth programmes seem to
have involved substantial displacement (between 75% and
95%, Table A2). On the other hand, the displacement effects of
labour market training seem to be more limited.

(™) Anincrease of 15 percentage points compared with the 1980s.
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4. Recent policy
developments

In the light of current trends, the government is making vig-
orous efforts to prevent and combat youth unemployment. In
the 2006 budget, it has announced the establishment of
3000 apprenticeships for unemployed people aged 20-24
who lack completed upper secondary education. During
2006, employment offices will continue to use general
employment support (recruitment subsidies) for young
unemployed people aged 20-24, starting as soon as they
have been unemployed for six months (compared with 12
months for adults). To limit negative effects of early drop-out
from the education system, the government will provide
opportunities for young long-term unemployed people to
complete their upper secondary studies.

In the 2006 budget, the government also announced that higher
education will further expand by 17 500 places by 2007. At the
same time, there will be major investment in raising the quality
of higher education. Furthermore, advanced vocational training
programmes will expand by 1 000 places in 2006 and 2007.

The 2006 budget includes three measures to better adapt the
education system:

e Proposed reform of the pre-school education system,
aimed at closer integration of pre-schools into the overall
education system;

e An earlier national test for young pupils, combined with
the introduction of individual study plans (from 2006) to
identify deficiencies in basic knowledge and prevent early
drop-out from the education system;

e The introduction of modern upper secondary apprentice-
ship training in 2007 as an alternative to a vocational pro-
gramme.

Since the latest recession, the number of unemployed higher
education graduates has also increased. The government has

recently proposed reducing their unemployment levels by
introducing trainee positions in small businesses.

Several measures are planned to improve the quality of voca-
tional training and better adapt it to the demands of the labour
market. Closer collaboration at local level between high school
authorities and other local actors (employers, trade unions) on
the orientation and content of vocational training is a govern-
ment priority. In 2005, the government set up a tripartite voca-
tional training commission to enhance the quality of vocational
training by promoting closer collaboration at local level. To
improve the certification process, a commission has also been
created to assess the conditions for enhancing the legitimacy,
quality and evaluation of occupational certification.

5. Conclusions

The youth labour market in Sweden has changed significantly
during the last 15 years. The dramatic upsurge of youth unem-
ployment during the recession of the early 1990s was accom-
panied by a sharp decline in employment rates, closely related
to the expansion of secondary and tertiary education and the
large enrolment in youth-targeted ALMP programmes.

Sweden has an unfavourable combination of relatively strict
labour market regulation and weak links between the educa-
tion system and the labour market, implying that the barriers
to labour market entry for young people are relatively high.
This explains the high proportion of young unemployed people
engaged in youth programmes in Sweden. Youth programmes
constitute an important component of the transition between
the education system and the labour market. However, evalu-
ation studies suggest a rather low efficiency of youth pro-
grammes, associated with large displacement effects, while
their effects on participants’ labour market prospects remain
uncertain.

Recent policy developments, in particular the proposed meas-
ures aimed to prevent early school leaving and enhance the
quality of vocational training by closer local-level collabora-
tion, seem to be going in the right direction.
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Annex

Figure A1: Youth unemployment ratio, 1976-2004
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NB: The youth unemployment ratio is defined as the total of unemployed young people (15-24 years) as a share of total population in the same age bracket.
Source: Labour force survey, Statistics Sweden.

Figure A2: Participation in active labour market programs, youth (16-24),
percent of the population aged 16-24

10
9
8
7
6
=
g b5
o
9]
a4
3
2
1
0
O — N M < 1N W SN 0 O ©O — AN M < 1N W 0O) © «— AN M T LN W S 00 O © «— &N M <
N IS IS IS IS IS IS IS IS IS 00 00 00 00 60 60 00 0 O OO0 OO0 OO0 OO0 OO O OO0 OO0 OO0 © © ©o o o
S OO0 OO0 OO0 OO0 O OO0 OO0 OO OO0 O OO0 OO0 OO O O OO0 OO0 OO O O OO0 OO0 OO0 OO O OO OO O O O O O
= = = v v = = v v — — — — = = = = = — = = = +— ¥ — +— +— «— (N N N N
Year

Source: Labour Market Board, Statistics Sweden.
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Table A1: Non-employment rates by categories (% of population)

1990 1995
16-19 20-24 16-64 16-19 20-24
Unemployed 2.5 2.6 1.4 4.0 10.3
Students 46.4 11.1 6.4 64.9 21.7
Household work 0.4 2.1 22 0.2 1.6
Other (*) 2.9 5.0 6.9 6.6 10.8
Z‘:rfg'lg‘y‘;:‘ent 523 202 16.9 75.7 45.1

16-64 16-19
6.0 3.9
9.3 59.8
1.6 0.1

10.8 10.6
27.8 74.3

(*) Includes individuals receiving early retirement pensions and other pensions as well as those with long-term sickness.

Source: Labour force surveys, Statistics Sweden.

2004

20-24 16-64
7.8 43
23.5 9.1
2.9 0.9
10.0 12.2
42.6 26.5

Table A2: Evaluation of youth-targeted labour market policy programmes in Sweden

Study Programme and timing

Sample

Dependent variable

LABOUR MARKET TRAINING

‘Labour market
training’ ('LMT’), 1981-84

Edin and Holmlund
(1991)

Korpi (1994) 'LMT’, 1981-84

Larsson (2003) ‘LMT’, 1992-93

Register and survey
data on 800
unemployed

16-24-year-olds in the
Stockholm area, 1981

Register and survey
data on 800
unemployed

16-24-year-olds in the
Stockholm area, 1981

Register data on 600
participants aged
20-24. Non-participat-
ing comparison group
through propensity
score matching

Re-employment
probability in
subsequent
unemployment spells

Duration of
employment

(i) Yearly income and
probability of (ii)
obtaining a job or (jii)
proceeding to regular
education one to two
years after programme

Results

Significant, positive
effect

Insignificant effect

Significant, negative
effects
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Table A2: Evaluation of youth-targeted labour market policy programmes in Sweden (cont.)

Study

Sehlstedt and
Schroder (1989)

Edin and Holmlund
(1991)

Korpi (1994b)

Larsson (2000)

Sehlstedt and
Schroder (1989)

AMS (National
Labour Market
Board) (1997, 1998)

Lofgren and Wik-
strom (1997)

Edin, Forslund and
Holmlund (1999)

EEO Review: Autumn 2005

Programme and timing

Sample

Dependent variable

RECRUITMENT/WAGE SUBSIDIES

Recruitment subsidies
and relief work, 1984

Relief work, 1977-84

Relief work, 1981-84

"Youth practice’, 1992-93

Register and survey
data on unemployed
20-24-year-olds, 1984

Register and survey
data on 800 unem-
ployed 16-24-year-
olds in the Stockholm
area, 1981; register
data on 300 displaced
workers in northern
Sweden, 1977

Register and survey
data on 800 unem-
ployed 16-24-year-
olds in the Stockholm
area, 1981

Register data on 600
participants aged 20-
24. Non-participating
comparison group
through propensity
score matching

Labour market
situation, 1987

Job-finding probability
in (i) contemporary
and (i) subsequent

unemployment
spell(s)

Duration of
employment

(i) Yearly income (ii)
employment (iii) regu-
lar education one to
two years after pro-
gramme

SURVEY STUDIES ON DISPLACEMENT EFFECT

Recruitment subsidies for

youth
‘Municipal youth

programme’

Youth programmes

Youth programmes

Interviews with
participants and
supervisors

Questionnaires to
participants

Econometric studies
based on a panel of
Swedish municipalities,
1990-94

Econometric studies
based on a panel of
Swedish municipalities,
1990-94

Results

Significant, positive
effect of recruitment
subsidies if part of an

action plan. No
significant effect of
relief work

Significant, negative
effect on
contemporary
unemployment spells;
significant, negative
effect on subsequent
unemployment spells

Significant, positive
effect

Significant, negative
effect on yearly
income and
employment; no
significant effect on
education

Participants: 49%
Supervisors: 23%

Participants: 3% to

14%

94%

76%
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Table A2: Evaluation of youth-targeted labour market policy programmes in Sweden (cont.)

Study Programme and timing Sample Dependent variable Results
SEARCH INTENSITY
Register and survey .
Sehlstedt and Relief work 1984-85 data on 500 S::,:Ee?cg:cvslg;?cnhd Significant, negative
Schroder (1989) ' unemployed effect

20-24-year-olds, 1984

methods

Register and survey

Edin and Holmlund

(1991) Relief work, 1977-84

data on 800
unemployed
16-24-year-olds in

Search activity and
number of search
methods

Significant, negative
effect

Stockholm area, 1981

Source: Calmfors et al. (2002).
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Youth employment

in the United Kingdom

1. Trends

The UK labour market as a whole is extremely healthy. In January
2005, unemployment among under 25s in the EU-25 was 18.7%
(**3). The UK figure was 12.0% (***). This figure, however, conceals
some deep-rooted challenges for the UK. Skills are a major factor
and youth employment, education and training are clearly vital to
becoming a successful high-wage, high-skill economy.

Data for 2000-05 indicate that in the UK, as elsewhere, the
16-25 age group is consistently at a disadvantage from lower
employment rates and higher unemployment than the work-
ing-age population as a whole.

Figure 1 shows that, while the employment rate has been flat
for the working-age population overall, it has declined for
both younger age groups. This may, however, be explained
positively by the increase in participation in post-16 education
and training. Figure 2 shows that there has been a slight
decline in unemployment among the working population over-
all, but the rate has increased marginally for younger groups.

Note, individuals in education are defined as economically
inactive. If they are also seeking employment and have not
found work, they are counted as unemployed.

There exist inequalities within the 16-24 age group in terms of
gender, region and socioeconomic background. The decline in
the employment rate since 2000 has affected both sexes (Fig-
ure 3). Among 16-17-year-olds, women enjoy a higher rate of
employment, but the situation is reversed for 18-24-year-olds.
Conversely, the unemployment rate among 16-24-year-olds
has increased among men and decreased among women.
Moreover, among both 16-17 and 18-24-year-olds, unemploy-
ment rates are higher for men (Figure 4).

In the UK, socioeconomic status has a particularly strong effect
on educational attainment (Figure 6), which in turn has a signif-
icant impact on employment rates (Figure 7). At worst, this can
mean that cycles of disadvantage are created in which succes-
sive generations achieve less well in education and are less like-
ly to find employment. A further factor adding to this effect is
the relatively high level of inequality in the UK — rated 12" out
of the EU-15 in terms of the Gini coefficient in 2001 ("**).

Figure 1: UK employment rate (%) by age,
first quarter of 2000 (Q1) to second quarter of 2005 (Q2) (')
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infoBASE Europe (http://www.ibeurope.com/Factfile/78unemp.htm).

Office for National Statistics.

Townsend, I. (2004) Income, wealth and inequality, House of Commons Research Paper.

http://www.parliament.uk/commons/lib/research/rp2004/rp04-070.pdf

Unless stated otherwise, data for all figures are from the Office for National Statistics.
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Figure 2: UK unemployment rate (%) by age, 2000 Q1 to 2005 Q2
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Figure 3: UK employment rate (%) by gender, ages 16-24, 2000 Q1 to 2005 Q2
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Figure 4: UK unemployment rate (%) by gender, ages 16-24, 2000 Q1 to 2005 Q2
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Figure 5: UK employment rate and unemployment rate (%) by region, August 2005
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Figure 6: Attainment of five or more GCSEs (general certificate of secondary education)
(grades A* to C) by parents’ social class, England and Wales, 2002 (')
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(")  Office for National Statistics (2005) Focus on social inequalities.
("®)  Office for National Statistics (2005) Focus on social inequalities.
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2. Education policies

2.1. Introduction

The Department for Education and Skills (DfES) in England has
recently mapped out a course of extensive reform. Alongside its
overarching five-year ‘Strategy for children and learners’ (**9),
the ‘Skills strategy’ ("*°), “14-19 education and skills" (**") and
"Higher standards, better schools for all’ (**2) White Papers and
the ‘Every child matters: change for children’ Green Paper (")
have defined the policy terrain. In particular, these policy docu-
ments address changing the delivery of education to support
learners more inclusively, lengthen participation in education,
and reduce the ‘skills gap’ through work-based skills learning.

2.2. Social inclusion

The "Every child matters’ Green Paper sets five broad outcomes
to be achieved for all children: be healthy; stay safe; enjoy and
achieve; make a positive contribution; and achieve economic
well-being. As a result, social inclusion and success in educa-
tion have become closely aligned in UK national policy ().

Alongside the large overall increase in UK spending on education,
a substantial amount of funding has been targeted specifically at
groups of pupils who tend to achieve below the average. This has
predominantly been aimed at urban areas of disadvantage. The
‘Excellence in cities’ ('EiC’) programme provides grants for 2 400
schools in 58 deprived areas. The programme has had an impor-
tant impact: the proportion of 16-year-olds gaining five or more
GCSE grades A* to C has increased at twice the rate in schools
involved in ‘EiC" compared with those not involved (*®).

2.3. Changing service delivery

The nature of service provision is also changing for all young
people in education. In England, local authorities are being
asked to deliver integrated children’s services. This quite
radical reform will not be complete until 2006, but signals a
new direction for how young people receive education and
other services relating to their needs.

DfES, September 2004.
DfES, July 2003.

DfES, February 2005.
DfES, October 2005.
DfES, September 2003.

N

=)
S
o

(
(
(
(
(
(

Youth employment in the United Kingdom

In contrast, however, the most recent White Paper, ‘Higher
standards, better schools for all’ (October 2005), aims to give
schools more independence from local authorities as well as
strengthening competition through enhanced choice for par-
ents.

2.4. Increasing post-compulsory
participation

Post-16 participation in education is very low in England,
Wales and Northern Ireland, compared with other similarly
affluent countries in the EU-25. The proportion of 16-18-year-
olds in England in education and training was 75.4% at the
end of 2004 ("*). While the absolute number of people in
education and training is the highest ever seen in the UK, the
proportion is down from 77.6% in 1994. The proportion of
16-18-year-olds not in education, employment or training
(NEET) has always been relatively high and currently stands
at 10%. The trend has remained broadly flat since 1994,
when the proportion was 9%. The NEET issue is common
across all nations in the UK and is recognised as an ongoing
challenge.

The DfES is attempting to create a more coherent curriculum
for the 14-19 age group. In further education (FE), the Learn-
ing and Skills Council (LSC) has announced its ‘Agenda for
change’, which aims to improve the quality and responsive-
ness of provision. The Foster Report on the future role of FE
colleges () supports the LSC's agenda and argues for greater
clarity of purpose and importance attached to FE provision,
with the learner at the heart of policy and delivery.

There are also a number of underpinning measures to sup-
port individual learners. The government pays some learners
to remain in education once it is no longer compulsory. The
education maintenance allowance (EMA), introduced
nationally across the UK in 2004, pays each young person up
to GBP 30 per week. This is the main policy strand for
encouraging participation and retention in education. Eval-
uation findings suggest that EMA has increased the propor-
tion in full-time education at age 16-17 by 6.1%. Indeed, the
largest effect has been on young people from semi-skilled
and unskilled workers, and those from a not-in-work back-
ground ('®).

Office for National Statistics (http://www.dfes.gov.uk/rsgateway/DB/SFR/s000604/SFR43-2005.pdf), Sure Start national

evaluation, June 2002.

Y
)

Toynbee, P. and Walker, D. (2005) Better or worse? Has Labour delivered? Bloomsbury.
DfES Statistical First Release (http://www.dfes.gov.uk/rsgateway/DB/SFR/s000587/SFR27-2005.pdf).
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quantitative evaluation.

Foster, A. (2005) Realising the potential: a review of the future role of further education colleges, DfES.
DfES (2005) Evaluation of education maintenance allowance pilots: young people aged 16-19 years, final report of the
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In higher education (HE), the government set a national target
for 50% of 18-30-year-olds to experience HE by 2010.
‘AimHigher’ is the main policy focus for the UK, primarily tar-
geting 13-19-year-olds (particularly those in groups that may
not typically aspire to attend HE). Between 2002 and 2003,
where ‘AimHigher’ applied, the programme increased applica-
tions from target areas by 4.2%, compared with a 1.6% rise
elsewhere ("*°). However, while the long-term impact is unclear,
so far it appears to have been a case of limited, incremental
improvement without a major impact on overall participation
rates. The rate in 2003-04 in England was 43%, the same fig-
ure as in 2002-03 (™).

Wales and Northern Ireland face very similar problems to Eng-
land in terms of increasing participation in further and higher
education from a low base. Scotland, however, has a different
structure and significantly greater participation in HE. While
the UK participation rate (45%) is below the OECD average
(47%), Scotland boasts a particularly high rate of 51%. This
may be related to the different structure of further and higher
education in Scotland, where compulsory education lasts until
17 years of age.

3. Policies to increase
employability skills

3.1. Introduction

The DfES ‘Skills strategy” White Paper (2003) is candid about
the problems associated with the productivity gap between
the UK and other major competitor nations. It also makes clear
the government's belief that this is in large part down to the
lower skills base of the UK labour force. While not exclusively
targeted at young people, the White Paper contains significant
initiatives affecting them. Three areas deserve particular men-
tion: basic skills (including literacy, numeracy and information
and communications technology (ICT)); the qualifications
framework; and apprenticeships and vocational training.

3.2. Basic skills

There is a widespread concern among businesses that school
leavers lack basic literacy and numeracy. The government has

also recognised the lack of ICT literacy, as well as the low level
of basic skills for employability.

Some measures have been taken to address these issues. The
DfES intends to strengthen the role of English and maths at
key stage 3 (age 11-14), and to ensure that students have
achieved at least level 2 in both subjects by the age of 16, with
added support for those who fail to do so. In the proposed new
qualifications framework (see below), achieving a diploma at
level 2 (GCSE level) will require functional English and maths
at that level.

The government's ‘Digital strategy’ and ‘eStrategy’ are intend-
ed to embed ICT into education and training. In addition, there
are a number of measures for youngsters who are no longer at
school, for example Entry to Employment (E2E) is aimed at
16-18-year-olds not participating in any form of post-16 learn-
ing. These young people learn basic and key skills, vocational
development and personal and social development. The net-
work of union learning representatives aims to encourage
low-skilled people to engage in training. Any adult without a
good foundation of employability skills is entitled to free
tuition to achieve a level 2 qualification. A new form of adult
learning grant, offering weekly support for adults studying
full-time, will be extended to young adults studying for their
first level 3 qualification. The ‘Skills for life" programme is tar-
geted at helping adults to gain ICT skills.

3.3. Qualifications framework

Traditionally, the qualifications framework in England, Wales
and Northern Ireland has divided academic qualifications
from vocational and skills-based training qualifications in a
way which has made comparison between the two spheres
difficult.

The Tomlinson working group’s main recommendation was
the creation of a unified diploma framework, recognising a
whole programme of learning through a single qualification.
This would correspond with GCSE (entry/foundation), AS
(intermediate) and A-level (advanced), and would link in
modern apprenticeships (see below) with clear progression
routes before being fully integrated into the reformed frame-
work. A core component of the framework, the group
argued, would be to raise the status of vocational education
and establish parity between vocational and academic
programmes.

(")  Toynbee, P. and Walker, D. (2005) Better or worse? Has Labour delivered? Bloomsbury.
(™)  DFES statistical first releases (http://www.dfes.qov.uk/rsgateway/DB/SFR/s000572/SFR14-2005v3.pdf).
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It would also provide more accessible information about learn-
ers achievements and their development of knowledge, skills
and attributes.

These recommendations were, however, rejected by the gov-
ernment in the '14-19 education and skills" White Paper, leav-
ing GCSEs and A-levels in place. The DfES has, though,
attempted to create a more coherent 14-19 learning and skills
agenda, and has introduced a much more limited version of
the kind of diploma suggested by Tomlinson. In addition, the
Qualifications and Curriculum Authority is revising the national
qualifications framework such that it will become more easily
comparable with mainstream curriculum qualifications in fur-
ther and higher education (such as GCSE, A-level and degree
level). While falling far short of the Tomlinson proposals, this is
likely to have a positive impact by making comparison more
transparent.

3.4. Apprenticeships
and vocational training

Increasing participation in post-compulsory education is a pol-
icy priority. Initially, the priority was primarily to get young
people into work (a ‘work first" approach), but the emphasis is
now on the importance of skills training (a ‘skills first'
approach) ().

The government has given significant support to apprentice-
ships, with the LSC setting an ambitious target of 175 000 new
apprentices between August 2004 and July 2005. The target
for 2008 is for 320 000 starters each year. The apprenticeships
task force was launched in 2003 to make apprenticeships
more demand-led and to boost the number of apprenticeships
offered by employers. Sector Skills Councils are an important
additional portal for employers to shape the conditions sur-
rounding apprenticeships. It is hoped that this demand-led
approach will have the added benefit of better reflecting the
needs of the market.

Yet there are significant problems. The apprenticeship comple-
tion rate in England was just 31% in 2003. Completion rates in
Denmark, the Netherlands and Germany are between 60% and
75% (™). It also appears that, far from being demand-led,
apprenticeships are typically based on the increase in govern-
ment funding. Despite an expensive GBP 12 million advertis-
ing campaign by the LSC to convince businesses to hire more
apprentices, the apprentice situation remains largely

Youth employment in the United Kingdom

supply-oriented. It is partly in response to this failure that the
government is now outlining plans to establish national skills
academies to be funded by the private sector. These will build on
the national centres of vocational excellence (CoVEs) already in
place. Characterised by partnerships between businesses and FE
providers, with a particular focus on helping workers to reach
level 3 qualifications, CoVEs have been relatively successful.

4. labour market
policies

4.1. Introduction

The government has enthusiastically pursued active labour
market policies. Primarily, it has focused on supporting unem-
ployed people into work through the ‘New deal’ programme
(which provides additional support to young people) alongside
the network of Jobcentre and Jobcentre Plus offices. Set
against the drive to get unemployed young people into paid
employment, the government also introduced a minimum
wage to try to ensure that employees in the lowest-paid jobs
are not exploited, and recently extended it to include (at a
lower rate) 16-17-year-olds.

4.2. Supporting young people
into work

Introduced nationally in 1998, the UK's ‘New deal’ programme
continues to be at the heart of supporting unemployed people
into work and accessing appropriate training. The ‘New deal
for young people’ ('NDYP’) is a sub-component which covers
18-24-year-olds. ‘NDYP' starts after just six months on job-
seeker’s allowance. A personal adviser at a Jobcentre or Job-
centre Plus office provides tailored help. Benefits are effective-
ly time-limited, however, as young people who are still unem-
ployed at this point must choose between a wage subsidy, full-
time education and training, public employment or work in the
voluntary sector.

Evaluations of ‘NDYP" have painted a positive picture. ‘NDYP’
has reduced unemployment by 35-40 000, and boosted nation-
al income by around GBP 500 million per annum ('%). In addi-
tion, it has helped to tackle the gender gap in unemployment,
as men were found to be about 20% more likely to enter a job

(") See Centre for Economic and Social Inclusion (2005) Inclusion: a UK youth allowance?, policy paper (http://www.cesi.org.uk/).
(") Kingston, P. (2005) ‘Lack of apprentices causes concern’, The Guardian, 11 October.
(') Findings from the Policy Studies Institute and National Institute of Social and Economic Research studies (summarised at:

http://www.dwp.gov.uk/asd/asd5/168summ.asp).
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during the first phase of support (). Overall, however, the
effect has been incremental rather than transformative, failing
to end the disadvantages faced by young people. ‘NDYP’ has
also only been evaluated in the context of an extremely strong
labour market and its effectiveness is untested in periods of
greater slack.

4.3. Financial support and incentives

Education maintenance allowances (discussed above) reflect
the government’s commitment to using financial incentives to
encourage young people to stay in education. Additionally, the
government has set out to simplify the financial support sys-
tem for 16-19-year-olds by ("”*): achieving minimum pay levels
for apprentices in England at GBP 70 a week; removing the
distinction between education and unwaged training in child
benefit, child tax credit and income support; extending finan-
cial support for 19-year-olds to finish courses; and joining up
the delivery of education and benefits advice through co-locat-
ing Connexions and Jobcentre advisers.

The national minimum wage (NMW) is also central to the gov-
ernment’s package of financial support and incentives.
Increased in October 2005 to GBP 5.05 per hour, the impact of
the NMW on employment remains fiercely contested. Interna-
tional comparison suggests that the UK's NMW is set quite
low relative to full-time median earnings. This might explain
why studies have found that there has not been an adverse
effect on employment ().

The NMW was extended in October 2004 to cover
16-17-year-olds, but was set lower at GBP 3 per hour so as not
to incentivise paid employment at the expense of further edu-
cation or training. This was important in order not to adverse-
ly affect the government's drive to increase post-16 participa-
tion in education. It reflects a subtle balance of priorities
between encouraging greater learning and giving young peo-
ple incentives to enter work.

5. Conclusions

The general contextual picture of the UK is one of significant
strengths, based mainly on the overall health of the labour
market. But important weaknesses also affect youth employ-
ment. In education, there has been some success and a quite
radical agenda, particularly in England, to enhance social
inclusiveness. Outside Scotland, the participation rate in post-
compulsory (further and higher) education is increasing too
slowly and remains a major obstacle. The low base of employ-
ability skills has been a key problem in the UK. Significant
extra provision is being made available to support basic skills
learning and higher-level vocational training for young people,
though the overall impact on such a deep-rooted problem is
unlikely to be marked in the short-term. Active labour market
policies and financial support have helped more young people
into work, though the directly attributable effect is unclear and
policies are yet to be tested in more adverse economic and
labour market conditions.

(") Findings from the Policy Studies Institute and National Institute of Social and Economic Research studies (summarised at:

http://www.dwp.gov.uk/asd/asd5/168summ.asp).

(') HM Treasury, Department for Work and Pensions and DfES (2004) Supporting young people to achieve.
(')  See Stewart, M. The impact of the introduction of the UK minimum wage on the employment probabilities of low-paid
workers (http://www2.warwick.ac.uk/fac/soc/economics/research/papers/twerp630.pdf).

EEO Review: Autumn 2005



Acceding countries

EEO Review: Autumn 2005






Youth employment in Bulgaria

1. Youth employment
and unemployment

Since 2003, the growth in youth employment has become
more marked. This was achieved because of expanding labour
market policies and a certain increase in demand ('”"). In the
third quarter of 2005, the employment of young people
(15-24) reached 23.0%, and the unemployment rate was
20.5%. This parallels the rates in the overall labour force. But
the employment and unemployment rates for young people
still differ from the overall population (Table 1).

The unfavourable position of young people in the Bulgarian
labour market is prominent compared with the EU-25 (Table 2).
A positive development primarily concerning young women is a
decrease in the difference compared with the new Member
States (™). An encouraging fact also is that the share of unem-
ployed young people in the respective age category is lower
than in the EU-25.

2. Problematic features
of youth employment

Fluctuations in youth employment reveal the influence of sea-
sonal factors. Seasonal and part-time employment of young
people is popular in Bulgaria.

Similar male and female employment indicators show that
both men and women find it equally difficult to get their first
job. But since 2000, men’'s employment rate has increased
more rapidly than women'’s. This could be explained by special
measures to increase men’s employability after the privatisa-
tion and restructuring of some enterprises.

Analysis of educational attainment shows that the proportion
of young people with primary education is the highest (45.9%
in the third quarter of 2005). Almost 70% of the labour force
in the 15-24 age group has secondary education qualifications

and 80% found employment. Young people with secondary
vocational education are in highest demand.

About 40% of unemployed young people remain unemployed
for longer than 12 months, and about two thirds for more than
24 months ('). This is an unfavourable starting point mainly
for young people with low level of education.

Most Bulgarian young people start at a low
administrative/technical level. The highest proportion of young
people is employed in services, security and trade (27.4% in
the third quarter 2004). The majority of them have secondary
or higher education. Some 18% of young people have incom-
plete secondary education and low vocational qualifications,
and work as unskilled workers.

Young people mostly work in the processing industry, trade
and repairs, services, hotels and restaurants (Table 3).

Salaries paid in the hotels/restaurants and trade/repairs sec-
tors are the lowest, at 64.7% and 75.0% of the national aver-
age level ('"®). Given that many young people are employed in
these sectors, this means that they receive relatively low
salaries.

3. labour market
actions for youth
employment

The number of young people covered by measures and pro-
grammes is increasing (Table 4).

In 2003-05, young people constituted around 20% of partici-
pants in large-scale national programmes such as ‘From social
assistance to employment’; 30% of those who received loans
for micro-credits for the first nine months of 2005 were young
people. In the same period, 49% of new participants in litera-
cy, vocational qualification and employment programmes
were also young people.

(") According to the Employment Agency, the demand for young people (19-23) registered at labour offices was the highest.
Also, because of high demand in 2004, the biggest decrease in registered unemployment was among young people aged

15-24.

(" In 2000, the employment rate in Bulgaria was 9.6% lower than in the new Member States, but only 2.4% lower in 2004.

(")  Employment Agency.
(") NSI Q3/2005.
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Table 2: Employment and unemployment of young people in Bulgaria and the EU-25 (%)

2000 2001
Bulgaria, employment rates
Total 18.8 18.3
Men 19.9 18.5
Women 17.7 18.1
Differences between Bulgaria and the EU-25
Total -19.3 -19.8
Men -215 -19.8
Women =171 -22.9

2002 2003 2004
18.9 20.7 21.5
19.4 21.7 23.2
18.4 19.6 19.6
-18.6 -16.2 -15.3
-21.1 -18.1 -16.6
-16.1 -143 -14.2

Bulgaria, relative proportion of unemployed young people (15-24) per total population of young people in the same age group

Total 10.3 12.5
Men 11.9 13.7
Women 1.1 11.0
Differences between Bulgaria and the EU-25

Total 1.9 4.5
Men 3.4 53
Women 2.8 0.0

10.8 8.1 1.5
12.6 9.7 8.6
9 6.5 6.3
2.6 -03 -0.8
3.9 0.7 -0.2
1.3 -1.2 1.5

Source: Indicators for monitoring the 2004 employment guidelines, 2005 Compendium, European Commission, 11 July 2005; NSI Bulgaria.

Several programmes are targeted at addressing youth employ-
ment problems. The ‘Career start’ programme provides
employment to young people with higher education in the
public sector for nine months. It facilitates a career start for
young people and helps to improve the capacity of public
administration. A national programme of student internships
aims to reduce mismatches between the skills and knowledge
taught at universities and the competences demanded by
employers. It also helps to improve relations between busi-
nesses and universities.

A programme offering computer skills training has been quite
popular during 2004 and 2005. Internship opportunities are
guaranteed for 10% of the best-performing trainees. By the
end of September 2005, 1 628 young people had participated
in the programme — three times more than in 2004.

(")  Project BG 0202.01 financed by PHARE.
(")  Financed by the government of Switzerland.

The "Employment promotion’ project aims to improve capacity
and cooperation at local level (**). It also has other elements,
such as internships, vocational education, subsidised employ-
ment, self-employment and provision of employment. It pro-
vides training in the skills people need to start their own busi-
ness, as well as subsidised employment.

A special programme, ‘'CLIP" ("), assists the transition into
work of young people without parents. It includes complex
measures on motivation, counselling, vocational training and
employment, and also provides housing arrangements for the
target group.

Youth employment measures mainly focus on subsidised employ-
ment for periods of between 6 and 12 months and in-house voca-
tional training. There are measures for apprenticeships
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and internships, hiring young people up to 20 years old and hir-
ing disabled young people.

The number of young people who are employed upon comple-
tion of the subsidised employment period is decreasing slightly.
Employers' interest in hiring young people varies. Unfortunate-
ly, the highest demand is for young people with low vocational
qualifications (**). This could discourage some young people
from attaining higher-level education. At the same time, it is
well recognised that people’s probability of finding employment
increases as their level of educational attainment grows, includ-
ing among the Roma minority (**).

In summary, actions to improve youth employment are com-
prehensive. Employers are given financial incentives to hire
young people (subsidies and tax reductions). Measures to
increase youth employment are integrated with national
policy and strategies for human resource development. Yet
these measures have not so far led to the desired increase

Youth employment in Bulgaria

in employment levels. This raises the need to improve the
efficiency of the initiatives by reviewing and revising their
goals and targets.

4. Vocational fraining

The number of unemployed people on different vocational
training programmes increased by nearly 1.5 times during
2002-05 (Table 5). Most numerous among them were young
people with basic education. Widening access to vocational
training is important for young people. An important positive
achievement has been an increase in young people who have
attended vocational training in the total number of unem-
ployed people from the same age group (Table 5).

Since 2002, the number of young people signing preliminary con-
tracts with employers upon completion of vocational training

Table 3: Structure of employment by industry (%)

Q3/2000 Q3/2002 Q3/2004 Q3/2005

Total 15-24 Total 15-24 Total 15-24 Total 15-24
Total (1 000) 28372 2272 28037 2207 30246 2327 30981 @ 2403
Total (%) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture, forestry and fishery 11.8 12.5 10.5 10.1 11.0 9.2 10.1 9.3
Mining industry 1.6 1.0 1.3 0.5 1.2 0.9 1.1 -
Processing industry 23.4 23.9 238 27.2 233 24.8 24.0 23.8
Electricity, gas and waters 2.1 0.7 2.1 0.7 22 0.9 2.2 0.5
Construction 5.8 4.5 5.2 4.5 5.9 5.5 6.6 8.2
Trade and repairs 14.8 21.0 14.8 20.5 14.4 21.8 14.6 222
Hotels and restaurants 5.1 14.0 4.8 13.1 5.2 13.0 5.7 15.1
Transport and communication 7.8 7.0 7.9 5.0 7.1 44 7.0 4.2
Services 27.6 15.4 29.7 18.4 29.7 19.6 28.6 16.5
Not mentioned 0.3 0.3 0.3 0.0 0.1 0.1 0.2

Source: NS|.

(") Half of young people are hired for positions that do not require any particular vocational qualification. In January to Sep-
tember 2005, 43% of young people hired did not have a vocational qualification. Source: Employment Agency.

(")  See the national representative survey of the ethnic Bulgarian and Roma population, carried out by the Agency for Social
Analyses (2004) Roma — the other dimension of changes, Partners — Bulgaria Foundation.
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Table 4: Coverage of the registered unemployed young people by labour market
programmes and measures (*)

Total number of included young people (1 000)

Relative share of the included young people within the total number of

the included registered unemployed

Relative share of the included young people within the included

registered unemployed from the same age group

(*) Monthly averages.
(**) First nine months of 2005.

Table 5: Vocational training (*) of registered unemployed young people

1. Total number of young people (***) in vocational training

2. Relative share of the included young people within the total

number of included unemployed in vocational training

3. Relative share of the included young people in vocational training within
the total number of registered unemployed from the same age groups

(*) Vocational training covers all types of training, excluding motivation.
(**) First nine months of 2005.
(***) Monthly averages.

courses has grown almost threefold. This shows the increasing effi-
ciency of vocational training, achieved through the following meas-
ures:

e A comprehensive list of professions has been developed (),
officially approved and introduced in vocational education
and adult training courses. At the same time, the develop-
ment of framework programmes for vocational education
and training (VET) and standards for professions needs to be
accelerated. A newly established agency at the Ministry of
Education should take these matters further.

e One of the main problems is a mismatch between the
demand for and supply of skills. This is being addressed
through decentralisation of VET, with a significant role given
to tripartite regional employment councils. A recently
extended network of organisations also favours the decen-
tralisation of vocational training. It includes local labour mar-

2005 (**) 2004 2003 2002
45.6 50.6 394 23.1
26 27 22.1 21.3
3.6 3.4 2.2 1.0

2005 (**) 2004 2003 2002
1098 1156 1166 626
473 441 36.6 393
1.0 0.9 0.8 0.3

ket providers and licensed VET centres, advisory bodies (**)
and specialised organisations such as NAVET (the national
agency for VET).

5. The problem of early

school leavers

In the school year 2003-04, the rate of student drop-out
increased because of the growing number of people leaving
school between grade 5 and grade 13. Tackling the drop-out of
pupils in grades 5-8 is very important, as school attendance for
young people aged 7 to 16 is compulsory (**). Another impor-
tant issue is the prevention of very early drop-out from school
(at the start of schooling (**)), more typical among children
from minority groups.

(™) It follows the levels of the International Standard Classification of Education (ISCED) 97.
(") For example, the National Vocational Training Consultative Council.
(") The net coefficients of enrolment of children and young people aged 7 to 15 decreased from 98.7% in 2002-03, to 98.4%

in 2003-04.

(")  See United Nations Development Programme (2003) Millennium development goals, pp. 12-13, UNDP: Sofia.
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Policies to overcome the problem of early school leavers include
improvements to the quality of school education, enhancing
access to secondary education, providing material and social
stimuli to attend, and a better match between educational con-
tent and employers' needs. The content of the curricula and text-
books is being improved. The learning of a first foreign language
starts in grade 2 and of a second in grade 5. Free textbooks have
been given to students from grades 1-3. Free meals can be pro-
vided for all students from grades 1-4. The municipalities with
daily commuting students are granted buses. Pre-school instruc-
tion (one year) in specialised classes became obligatory since
2003. Special measures for Roma children integration into edu-
cational system and against segregation of schools have been
undertaken. The Ministry of Education approved a strategy for
the integration of children from ethnic minorities and for
enhancement of their participation in the educational process
(2004) and a plan for its implementation. The legal regulations
stipulate that parents are not entitled to receive social assis-
tance benefits for raising children who do not attend school.

6. Conclusions

The main youth employment indicators are improving and
unemployment is decreasing. Numerous labour market policies

Youth employment in Bulgaria

and measures are being implemented to promote youth
employment. However, young people remain a risk group on
the labour market.

A comprehensive solution to youth employment issues will be
reached if the demand for a qualified labour force increases
and a nearly full employment rate is achieved at national level.
However, youth employment should be given priority in the
short to medium term. The transition of young people from
school to the labour market should become a permanently
monitored process.
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Youth employment in Romanic

1. Trends

Figure 1 provides population data for 15-24-year-olds in
Romania from 1860 to 2002. Figure 2 shows the proportion of
15-24-year-olds in the population from 1992 to 2003.

Romania’s current 15-24 population is quite large, which
makes it a good reservoir for the labour market. But as Roma-

nia approaches 2010, the population will start to diminish.
Most of the large cohorts born in the 1980s will have passed
the upper end of this age group. This will give the country a
respite of some 20 years, a period when the adult working-age
population (25-50) will be at its height. However, in economic
terms this respite is not long. It is essential to put measures in
place to improve labour market participation, and above all
employment for 15-24-year-olds.

Figure 1: Romanian total population and 15-24-year-olds population, 1860-2002

Romania’s total population in historical series (million inhabitants)
and 15-24-year-olds (as % share of total population)
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Figure 3: Unemployment rates, 1994-2004
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Labour market evolutions throughout the transition years have
not been particularly favourable for the 15-24 age group, but
neither have they been faring worse than others.

However, these young people will find precious few jobs to
match their knowledge base. Thus the proportion of underem-
ployed people, defined as those who are employed in jobs
below their formal level of education and qualification, is
bound to grow for the period to come.

This poses serious problems for Romania. The large mass of
working-age people will slowly start to grow older. If new gen-
erations either start their working life late, or at low income
levels, or outside formal social security nets, the picture will be
bleak. Current commitments to public provision of health serv-
ices, education and especially social security in old age will
become hard to maintain.

2. Measures faken
to promote youth
employment

2.1. Education and training policies
At the end of the 1980s, Romania’s labour force had one of the

lowest educational and qualification levels in Europe (Figures
4 and 5).
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The choice of policies was obvious. Priority should have been
given to training more people in the liberal professions, but
not on a mass scale, and ensuring that the workforce attained
good basic training and, in particular, practical training in key
industries.

Exactly the opposite was done. Highly trained teachers and
professors took the first opportunity of the newly found eco-
nomic and labour market freedom to flee a system that offered
them no chance at all. Many individuals who were laid off
from large state enterprises filled the vacuum, in spite of inad-
equate skills and training. In the meantime, the state
embarked on a massive development that led to an inflation
of public-funded universities.

The number of students increased markedly throughout the
entire period spanning 1990 onwards. Against this back-
ground, a host of private universities also sprang up. Some of
these boasted a reasonable quality of educational process, but
most of them were simply "diploma-factories’, irrespective of
their formal status of accredited or non-accredited universities.

So while enrolment in higher education and in ‘lycées’ has
grown steadily throughout the transition period, thus prevent-
ing a rise in youth unemployment early on, there is now a
large mass of graduates facing difficulties in finding a job.

Second-chance programmes have been a recent innovation by
the Ministry of Education, though it is still rather early to
assess their ‘real’ results. Meanwhile, the National Adult Train-
ing Board has restructured its activities. This provides for
recognition in the world of work of all knowledge and skills
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acquired by people throughout their working life, irrespective
of the way in which they have been acquired. Modular
approaches to vocational training are now encouraged.

The amended version of the Labour Code, trying to be more
employer-friendly than the original one, lessens employers’
obligations with respect to vocational training, especially the
small and medium-sized enterprises currently accounting for

the bulk of employment. As such, there is a manifest tendency
to avoid the private sector as an employer, especially for peo-
ple living in small or medium-sized provincial towns where
large private-sector employers (i.e. multinationals) are in
scarce supply. Thus, the absence of career possibilities in most
private companies creates a disproportionate and unfortunate
driver for young people towards the public sector, even if the
jobs they can get there are below their qualification levels.

Figures 4 and 5: Total employment, pensioners and students in higher education
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2.2. Labour market and employment-
related policies

The Romanian labour market suffers from a serious imbalance
between supply and demand. The supply of labour is more
than ample, and is sometimes over-qualified for the require-
ments of the demand, which is still insufficient and sometimes
very unattractive. Figure 6 shows comparative unemployment
rates for two age groups.

Moreover, most employers, with the few exceptions of some
multinationals and the public services, do not seem particularly
interested in investing in human resources. Young people also do
not value training and development opportunities in the work-
place, and do not consider these as characteristics of a good job.

Young people’s career prospects therefore turn into switching
from one job to another, in an eternal search for a better
salary.

To alleviate these problems, a series of active labour market
policies (ALMPs) have been developed. The Romanian Ministry
of Labour has initiated a system of employment subsidies,
aimed at young graduates. Prior to this, ALMPs directed
towards promoting youth employment had taken a backseat.
The top priority was, at the time, measures directed towards
dealing with the mass displacement of workers and the allevi-
ation of social effects stemming from much-needed but never-
theless painful restructuring.

However, as mass restructuring processes were gradually draw-
ing to an end, the new Unemployment Insurance Act, adopted

Youth employment in Romania

in 2002 (Law No 76/2002), once again turned the spotlight on
young people (aged 15-24). The Act includes a series of ALMPs
specifically directed towards increasing the employability of a
group acknowledged as being at a disadvantage in the labour
market. A series of measures seek to increase young people’s
employability and therefore their attractiveness to employers.
Most of these are subsidies granted to employers taking on
young graduates, young people belonging to groups deemed
as marginalised, or young people who have fulfilled their
mandatory military service (the conscription system).

The provisions of Law 116/2002 (The Anti-Marginalisation Act)
are specifically aimed at marginalised groups of young people.
Another subsidy that addresses young people is enshrined in
the Apprenticeship Act (Law No 279/2005) recently passed by
the Romanian parliament.

Although most of these measures are and must be hailed as
innovative policies, the problematic issue is the actual take-up
rate, both by employers and by young people. Neither side
seems very keen to sign up and see the measures through.
Moreover, the public employment services (PES) have shunned
them, favouring instead the so-called ‘temporary public works
contracts’, which do little to improve employability. Business
start-up credits are also available to students. Figures 7 and 8
show participation in ALMPs from 2001 to 2004.

In addition, Romania introduced from January 2005 a 16% flat-
rate income tax. Apart from its role as an investment booster for
the economy and a tool for increasing overall employment, it is
seen as a way of increasing the appetite of the Romanian work-
force — and notably its youngest members — for taking up second
or even third jobs and thus increasing income.

Figure 6: Unemployment rates for 15-24 and 25-34 age groups, 1994-2004

LFS/ILO unemployment rate and the LFS/ILO unemployment rates for 15-24-year-olds
(1980s generation) and 25-34-year-olds (late 1960s to early 1970s generation)
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Figures 7 and 8: 15-24-year-olds participating in ALMPs
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3. Problematic features
of youth employment

The single most important issue relating to youth employment
in Romania is that of massive migration abroad for employ-
ment. This means that young people’s education and training
is incomplete. In the case of migrants already holding a univer-
sity degree, the loss is proportionally greater for the economy

—&— % as of 2001 value (total participants
15-24-year-olds)

—m— % as of 2001 value (% in total partici-
pants in ALMPs)

2004

as well as for the state budget. A further channel for migration
is studying abroad.

For university graduates and for students in Romania, there
also remains the problem of over-qualification, taking into
account the current and immediate future needs of the
Romanian economy. Universities need to take more care with
respect to career orientation.
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4. Roles of the labour
market actors

After several years of reform, most Romanian labour market
institutions now have considerable involvement by social part-
ners and other labour market actors who take an active role in
shaping their decisions at all levels. Both the National Agency
for Employment (the Romanian PES) and the National Adult
Training Board are tripartite in nature, with representatives of
trade unions and employers' federations sitting on their boards
at national, regional (judet — county) and even at local level.

In the realm of education, more autonomy has been given to
local authorities since the mid-1990s. Local and regional con-
sortia involving a large number of stakeholders have been
assembled, with the main task of elaborating and subsequent-
ly revising regional and local action plans for the vocational
and technical education (VET) systems.

In the meantime, action has been intensified on the improve-
ments to the VET system, taking into account the newly gained
autonomy of school action plans. For the first time ever, the
revised plans have been substantiated by skills forecasting
carried out by the National Labour Research Institute, under-
taken with Phare financing. The forecasting period is similar to
that for the draft of Romania’s first national development plan
as a European Union (EU) member: 2007-13.

The weakest links in the whole chain are social partners and
their organisations. If social partners are really to be involved
in tackling issues of youth employment, they need to undergo
a massive overhaul. Romania needs to build up ‘coalitions of
the willing’. Through these coalitions, the involvement of
labour market actors will deepen and thereby become rooted
in the real needs of the economy and society.

5. Conclusions

Romanian young people face a host of challenges in both the
near and distant future. Some of these issues will be resolved
as the country enters the EU but, conversely, EU integration
will also bring new problems following accession in 2007.

Some of these issues, such as the ones pertaining to the role
and development of higher education and the role of the PES
and their measures, are for the state to resolve. The public
authorities will need to curb the unhealthy ballooning of pub-
lic higher education and dismantle small universities that fail
to deliver. They will also have to encourage clustering around

Youth employment in Romania

the larger, more efficient universities that can develop both
economies of scale and scope.

Additionally, public authorities have to encourage more com-
petition by opening the market as much as possible to new
entrants, and by dismantling monopolies where they exist and
continuing the drive towards deregulation. This will help to
counter the imbalance between domestic demand for and sup-
ply of labour, which has led to unprecedented levels of migra-
tion abroad for employment, disproportionately affecting
young people. This will ensure uninterrupted economic growth
at a high rate and thus trigger job creation.

Public employment services have to admit that subsidised employ-
ment has been a failure. This policy has to be abandoned as it only
encourages those who shun investment and use public money to
further cut their costs. It should be replaced by a policy of incen-
tives for a proven record in human resources development.

Migration abroad for employment will remain a characteristic
and problematic issue for youth employment. This issue needs
to be handled with care. The state will have to relinquish its
role as an actor in the market for job placement abroad.
Instead, it should focus on creating a system of migration sta-
tistics and establishing jointly with operators in the field a set
of minimum operational criteria for job-placement agencies.

Although much has been done to promote the agenda of youth
employment during recent years, more still needs to be done.
Action in the sphere of public services — including education —
as well as in opening markets and building ‘coalitions of the
willing" at community level will enable the nation to harness its
potential to the maximum. This can only be done if young peo-
ple, who are the most dynamic segment of the workforce and
the population as a whole, are drawn into the labour market on
a massive scale, and preferably through formal channels.
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Youth employment in Turkey

1. Trends

1.1. Main employment indicators

In Turkey, the labour market situation of young people remains
difficult (similarly to the EU). The urban youth unemployment
rate in Turkey rose from 22.4% in 2001 to 25.2% in 2003 and
2004 (corresponding figures in the EU-25 were 17.5% in 2001
and 18.3% in 2003) ('®).

Unlike in the EU, however, the situation is worrying for young
urban women in Turkey. Their unemployment rate rose from
27.8% in 2001 to 29.6% in 2004 (overall urban female unem-
ployment rates were 16.6% in 2001 and 17.9% in 2004). The
male urban youth unemployment rate in Turkey rose from
20.1% in 2001 to 23.3% in 2004 (overall urban male unem-
ployment rates were 10.3% in 2001 and 12.5% in 2004). The
youth unemployment ratio (") stagnated at a high level of
around 9% from 2002 to 2004 (8% in the EU-25).

Labour market participation rates are also low for urban
youth: only 21.3% for women and 49.5% for men in 2004 (the
overall youth participation rate was 35.2%). These figures sug-
gest that the crucial step of transition from education to the
labour market is not easy for young people. The 15-24 age
group has the most unfavourable participation and unemploy-
ment rates compared with the rest of the population. Close to
40% of unemployed young people are first-time jobseekers.
This ratio has been constant in the past few years.

There is no quantitative evidence to suggest that youth
employment is more affected by low wages or temporary con-
tracts, which are general labour market problems. The main
problem in youth employment is the transition from education
to work.

1.2. Education and migration

Turkey has a low average level of human capital; six years of
formal education is the median in the general population. The
situation is gradually improving, however, since the change to

eight years of compulsory schooling. A declining rural popula-
tion and subsequent access to urban schooling opportunities
will also help. However, the majority of jobs in the near future
will be in the low-paid personal services and retail sectors.

Youth employment will become an even more urgent issue in
Turkey. This is because labour-force participation rates (LFPR)
for urban youth, especially women, are likely to increase from
their current low levels.

Turkey will probably experience a process of faster urbanisa-
tion. As agricultural subsidies are phased out, this will increase
the rate of migration to urban areas. Furthermore, as indicat-
ed above, the level of education is growing, with an increase
in the length of compulsory schooling. Higher educational
attainment levels lead to increased LFPR for both sexes.

Judging by the trends in employment growth, the job-creation
rate (less than 1% per year during the 1990s; Ercan, 2003)
may not match this influx of participants. So far, the working-
age population has increased by 2.2% per year since the late
1980s (Ercan, 2003) and unemployment rates have been
steadily creeping up.

2. Current thinkin

among policy-makers:
no direct actfion

Turkish policy-makers recognise the need to create more jobs,
especially for urban youth. This has not been a priority so far
because of fragile and volatile economic conditions. Recently,
the restructuring and stabilisation programme has brought
more stable economic growth and low inflation. The cost of
economic success, however, has been employment perform-
ance. Unemployment has crept up and stagnated until recent-
ly. Jobs created were predominantly in the informal sector.

However, the quality of basic and vocational education and
youth employment is still not a political priority. At the
moment, it is hoped that a new economic initiative in the

(") Turkish labour economists prefer to use figures for the urban labour market to make meaningful comparisons with the EU.
Of a total labour force of 24.3 million in 2004, 10.6 million (43.5%) lived in rural areas (defined as a population of under
20 000). About one third of total employment is in agriculture, mostly in rural areas. All data in this article are from the
Turkish Statistical Institution website (http://www.die.gov.tr).

(™) Youth unemployment ratio is defined as the proportion of unemployed young people (aged 15-24) among the total popu-

lation in the same age group.
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construction sector will have beneficial side effects on urban
youth male employment. Stimulating a rise in construction
activity should increase the number of young unskilled men
gainfully employed for some years.

3. Measures taken
to promote youth
employment

Although there are no specific measures to promote youth
employment, young people may participate in general meas-
ures for education, training and active employment.

3.1. Education and training policies

Compulsory education is very short in Turkey (eight years). The
reason for this is the high proportion of agricultural employment,
where young people are expected to work in farming families.

Early school leaving does not appear to be a serious problem
in Turkey at the level of compulsory schooling. However, anec-
dotal evidence and the results of nationwide university
entrance examinations strongly suggest huge regional dis-
crepancies in the quality of education.

Vocational system

A review of the Turkish vocational education and training
(VET) system pointed out that ‘a clearer link between the
requirements of the labour market and the skills acquired by
graduates of vocational schools is needed’ ("'). The review rec-
ommended increasing the efficiency of vocational training
provision, building institutional capacity and improving contin-
ued training, in particular, for small and medium-sized enter-
prises. Later reports (Akpinar and Ercan, 2003; Corradini et al.,
2004) have repeated these recommendations, but not much
progress can be reported. This is partly because of the institu-
tional set-up of the Turkish education system.

Religious vocational high schools are part of the Turkish voca-
tional school system. Although female enrolment was initially
very limited in these schools, they have opened up to women.
Female enrolment in these schools has now reached the same
levels as in general high schools (Ercan, 2003). They have

(™)  European Training Foundation, 1999.

practically become general high schools, with a strong reli-
gious component in the curricula.

From 1999 to 2000, however, new regulations for nationwide
university entrance examinations made it next to impossible for
vocational school graduates to further their education in subjects
unrelated to their vocational high school background. In 1996-
97, religious schools had over 68 000 students and accounted for
27.5% of students in vocational and technical schools. By 2000-
01, the numbers were down to 18 000, around 7% of the total.

The technical and vocational education system currently has
36% of secondary education students. This figure has been
constant since 2000. Although development plans anticipated
a share of 65% for the vocational and technical component in
the secondary school system, this target has not been reached.

The Turkish vocational and technical education system has a
strong organisational infrastructure and regional reach (Akpinar
and Ercan, 2003). It is free, and lower-income families favour the
system for their children to acquire marketable skills quickly. A
weakness is a lack of strategic planning by the authorities
(Ercan, 2003; Corradini et al., 2004) (**?). The Ministry of Nation-
al Education (MoNE) does not use labour market projections or
skills-needs analyses in curricular development.

However, the transition to work is problematic. There are more
unemployed graduates compared with the general unem-
ployed population (13.5% against 11.4% in 2002, Tunali et al.,
2004). This reflects the fact that graduates’ qualifications do
not meet the demands of the labour market.

Linking education with work experience

The Turkish apprenticeship system is well-established. It consists
of theoretical and practical training for young people who work
with employers to learn a vocation after completing compulsory
education. Between 1997 and 2001, 620 000 young people
received training in courses organised by MoNE. In 2001, there
were about 250 000 students in the entire VET system, roughly
half of whom were in apprenticeship training (Tunali et al., 2004).

Enterprises and social partners are involved in the VET system.
Businesses are responsible for the practical training of appren-
tices. Firms employing apprentices are legally required to have
a master trainer. Moreover, if the business is training 10 or
more apprentices, it has to establish a training unit. There are
no special support mechanisms for employing graduates of the
apprenticeship system.

(") The main authority is the Ministry of National Education, which is responsible for the training of skilled workers, techni-
cians, apprentices and others in industry, tourism and trade. In the tertiary education sector, the Council for Higher Educa-
tion is responsible for technician training centres set up as part of universities throughout the country.

EEO Review: Autumn 2005



The only follow-up study on the employment of those complet-
ing their apprenticeship training was conducted in 1997 by
MoNE. In this study, 89% of respondents stated that they were
gainfully employed after graduation or certification. A signifi-
cant proportion (40%) continued their employment in the
workplace that provided their training. Informal networks of
friends and acquaintances led to jobs for 36% of
respondents.

3.2. Labour market and employment-
related policies

Considering the size of the Turkish labour market (24.3 million;
10.4% overall unemployment rate), the institutional capacity
of the Turkish Employment Agency (ISKUR) is inadequate. At
the time of writing, ISKUR had 3 062 staff, and 80% of its
budget goes on salary payments to its staff.

Within the ‘Active labour market strategy’ programme, some
ISKUR offices are being modernised. Another aim is to enable
ISKUR to develop a national employment strategy and a
national action plan. Currently, Turkey does not have either.

There are no tax or legislative incentives to encourage compa-
nies to recruit young people or create additional jobs for them.
Employment subsidies are provided in selected provinces
where per capita incomes are less than EUR 1 200 per year,
mostly in the east and south-west of Turkey.

Active labour market policies

Active labour market policies (ALMPs) in Turkey equate to
training programmes. The most significant ALMP initiative was
the launch of the ‘Active labour market strategy’ programme in
January 2005. The EU and ISKUR are funding 245 projects
under this programme. It has developed since 2003 in
response to the unemployment problem in Turkey (**%).

Within the programme, a ‘New opportunities programme’
grant scheme has been developed (***). Around EUR 32 million
has been allocated to deliver extensive training and retraining
to target groups in order to increase their skills and boost
employment at local level. The target groups are unemployed
young people, women, long-term unemployed people, people
registered with ISKUR, migrants from rural areas, ex-offenders,
and all other unemployed people. Unemployed young people
thus form one of the seven target groups in this most signifi-
cant ALMP programme in Turkey to date.

(™)  http://www.iskurabprojesi.org
(™)  http://www.iskurabprojesi.org
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Another significant ALMP programme by ISKUR targets workers
who become unemployed after privatisation. They are eligible
for generous unemployment benefits for 10 months. During this
time, they are retrained in programmes of their choice.

Preliminary qualitative assessment of the ALMPs is mixed. On
the positive side, Turkey now has an institution like ISKUR,
which is well-regarded by social partners. ISKUR has been
involved in two major training programmes. Social partners’
awareness has been raised with respect to unemployment and
youth unemployment issues. However, as noted above,
ISKUR's institutional capacity is inadequate, given Turkey's
sizeable unemployment problems.

Furthermore, Turkey has still not completed its joint assess-
ment paper and National Action Plan for Employment, and
does not have an employment strategy. Without these, ALMP
efforts will be ineffective and isolated.

4. Roles of the labour
market actors

Without an employment strategy, it is difficult to talk about a
coordinated policy approach to youth employment involving
social partners. Nonetheless, Turkey has a long tradition of
open communication between labour market actors and the
government. Both formal (the Economic and Social Council)
and informal (frequent conferences, panel meetings) channels
of communication are open.

In addition, important labour market policy documents are usu-
ally prepared in consensus. A coordinated policy approach to
youth employment needs to be developed by all stakeholders.
European Social Fund resources will encourage social partners
to contribute to or design significant ALMP projects. Delegating
work to local committees with local ISKUR and provincial
resources might ensure a rapid response to changing needs.

Turkish employers have a long tradition of involvement in employ-
ment schemes through the widespread apprenticeship system.
Apprentices and senior apprentices who have been trained in the
workplace may choose to complete remedial education provided by
MoNE's technical VET system and receive a vocational school diplo-
ma. According to MoNE, 38 200 people received senior apprentice
(journeyman) certificates and 31 000 received master craftsmen
certificates in 2002-03.
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5. Conclusions

Turkish youth employment prospects are not positive. The Turk-
ish situation is different from the EU in that it is harder for
young Turkish women to be formally employed.

Turkish policy-makers acknowledge the severity of youth
unemployment, but there are no specific actions to tackle the
problem. It may soon become a priority, however, as other
macroeconomic problems are disappearing.

Low levels of human capital in Turkey could stress the impor-
tance of ALMPs for target groups, including young people.
However, this may not be the most efficient use of available
resources. Uneducated, unskilled workers may not be the best
beneficiaries of ALMP projects since they must first cover
remedial basic education.

In any case, strategic decisions on allocating funds to target
groups will be made by politicians and social partners, who
have a long history of working together in Turkey.

The most important priority for the moment should be to
finalise an employment strategy. Targeting youth employment
can only make sense within the framework of a national
action plan.
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Youth employment in Norway

1. Trends

Employment

From 2001 to 2004, the employment rate (***) for young peo-
ple was about 56% for both men and women. The majority of
pupils attend school up to the age of 18, so participation in the
labour market is much lower for 16-18-year-olds than for
19-24-year-olds. About one third of 16-18-year-olds are
employed and about two thirds of 19-24-year-olds. Employ-
ment figures include both full-time and part-time workers.
Youth employment fell from 57.1% in 2002 to 54.4% in 2004
(Figure 1). This was a greater decrease than that for the adult
working population (25-64).

Young employed people work predominantly in services and in
retail and market sales; these occupational groups have
increased over recent years. About 13% work in craft and
related trades, and 12% in ‘elementary’ occupations.

About half of employed young people work part-time, com-
pared with 22% of employed adults (25-64). About 60% of
part-time workers are employed in services and retail and mar-
ket sales, and about 17% in ‘elementary’ occupations. Among
16-18-year-olds, about 85% work part-time (a combination of
work and education). Part-time work among young people has
increased from 48.7% in 2001 to 53.7% in 2004, notably

among the 19-24 age group (up from 39.4% to 45.1%) and for
women in this age group (up from 50.8% to 59.2%) (Figure 1).

Almost 30% of employed young people have a fixed-term con-
tract, compared with 7% of employed adults.

Unemployment

According to registrations at employment offices, between
2001 and 2004, the unemployment rate (") for young people
increased from 3.8% to 5.4% (Figure 2). The labour force sur-
vey (LFS) shows an increase from 10.6% to 11.6%. The differ-
ing levels reflect the fact that young people are less inclined to
register with the employment office when they experience dif-
ficulty in finding work. Many of them are looking to combine
employment with education, and most of them are not enti-
tled to unemployment benefit.

Among 16-18-year-olds, the LFS unemployment rate is around
20% for both men and women. Registered unemployment has
increased among men aged 20-24, from 5.3% in 2001 to 8.3%
in 2004. The LFS recorded a similar trend, though the increase
was smaller.

The unemployment rate decreases as education levels rise. For
young people with a basic education (less than upper secondary),
the unemployment rate was 19% in 2001. For those who have
completed upper secondary education, but not upper tertiary, the
rate was 7.4% in 2001 and increased to 9.2% in 2003 and 2004.

Figure 1: Youth employment, 2001-04
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The employment rate is the proportion of employed people as a share of the population.
The unemployment rate is the proportion of unemployed people as a share of the labour force.
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Figure 2: Youth unemployment, 2001-04
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The youth unemployment ratio increased from 6.7% in 2001 to
7.1% in 2004. It is higher for men than for women. Long-term
unemployment (12 months or more) is lower for young people
than for adults. In 2004 and 2005, only 0.3% of young people
under 19 or younger were long-term unemployed; for 20-24-
year-olds the figure fell from 4.8% in 2003 to 2.7% in 2005.

Among young people in part-time work, the incidence of
underemployment has increased from 12.9% in 2001 to
17.7% in 2004. This trend has affected all age groups. In the
25-64 age group, the rate has increased from 11.9% to 16.8%.

Wages

Hourly earnings are lower for young employees (16-24) than
for adults (25-64). In 1999, the average hourly wage for young
people was 75% of that for adults; in 2000-02 the figure was
72%. In 2000-02, hourly earnings of 16-18-year-old employees
were around 60% of the adult wage.

In 1999, 2001 and 2002, hourly earnings of young employees
in part-time work were lower than those of young people
overall. Young employees in fixed-term jobs have higher
wages than those in part-time employment, but a lower wage
than young people overall. Compared with the situation for
adults, wage differences for young people between all jobs,
part-time jobs and temporary jobs are small (Figure 3).

Mobility
About 70% of young people in a permanent job in 2002 were

still in a permanent job one year later. Around 10% of them
had a fixed-term contract; 17% had left employment. Of those

Unemployment rate, LFS.
Low education

Under employment among
part-time workers

Unemployment rate, LFS
Unemployment rate, LFS.
Medium education

Unemployment rate, Aetat.
Males 20-24

Unemployment rate, Aetat
(Labour Market Administration)

2004

in 2002 with a fixed-term contract, 42% had a permanent con-
tract one year later. Almost 30% still had a fixed-term contract
one year later, and 23% had left employment. These results
remained the same in 2003.

Among young people without employment in 2002, 21% had
a permanent contract one year later, about 15% had a fixed-
term contract and 64% were still outside employment. Of
those who had entered employment, more than 40% had a
fixed-term contract. Fixed-term contracts therefore seem to be
a typical route for young people to enter the labour market.

Half of unemployed young people in 2002 found employment
one year later, 18% were unemployed but may have had short-
term jobs during the year, and 33% were outside the labour
market. Compared with the total working-age population (16-
64), young people’s transition rate into employment is very
low (49.3% compared with 92.2%). However, the transition
from the labour force is high (32.7% compared with 6.0%);
this is to a large extent because of transition into education.
The tendency to be unemployed after one year is also high
(18.0% compared with 1.9%).

Gender equality

Among young employees, female hourly earnings are about
90% of the male wage. This gap reduced between 1999 (87%)
and 2002 (95%). The earnings gender gap is smaller for young
people than for adults. Female hourly earnings for adults are
about 85% of the wage of male adults.

The employment rate in 2001 was 2.7 percentage points
higher for men than for women. Young men had a higher
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Figure 3: Hourly earnings of employees, young people (16-24) and adults (25-64),
part-time or fixed-term, 1999-2000
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unemployment rate than young women for the years
2001-04, as measured by both registered unemployed and
the LFS.

Immigrants

Registered unemployed immigrants as a percentage of the
corresponding labour force vary between countries of origin.
Immigrants aged 16-24 from Africa have the highest unem-
ployment rate in Norway. In the fourth quarter of 2001, the
rate was 12.1% and had increased to 17.1% in the same
quarter of 2004. Immigrants from South and Central America
experienced an increase from 11.0% to 12.0%. For eastern
European immigrants, the figures were 8.5% and 10.5%.
Corresponding figures for immigrants from Asia were 9.1%
and 11.8%. For immigrants from Nordic countries, the figures
were 3.0% and 5.3%.

The figures for immigrants aged 19-24 show that, in the fourth
quarter of 2001, the unemployment rate for immigrants from
Africa was 13.5%, increasing to 18.1% in the same quarter of
2004. Immigrants from South and Central America experi-
enced an increase from 11.6% to 12.8%. For eastern European
immigrants, the figures were 9.3% and 11.4%. Corresponding
figures for immigrants from Asia were 9.9% and 12.7%. For
immigrants from the Nordic countries, the figures were 2.9%
and 5.5%. The figures for all immigrant men in this age group
(19-24) were worse than for women.

One reason behind the differences is the length of time that
particular minorities have been in Norway. Africans make up a
higher percentage of recent refugees than other non-western
groups, in particular refugees from Somalia.

2002

2. Measures taken
to promote youth
employment

2.1. Education and training policies

Around 90% of 16-18-year-olds were in upper secondary edu-
cation in autumn 2003 (Figure 4). About 95% of all
16-year-olds continue their education after completing lower
secondary education. The education system is the main meas-
ure for preparing young people for the labour market.

Young people with two foreign-born parents attend upper sec-
ondary education at almost the same rate as all 16-18-year-
olds. First-generation immigrant young people have a lower
participation rate of about 75% (Figure 5).

Young people who do not begin upper secondary school or drop
out of it have a higher risk of employment problems. The propor-
tion of 18-24-year-olds with lower secondary education or less
and not attending further education and training was about 5%
in 2001, almost 8% in 2002 and 2003, and 6% in 2004. Men are
over-represented in this group (by 10% in 2002 and 2003). The
unemployment rate of this group was 15% in 2001 (13%
between 2002 and 2004), and higher for men than for women.

To prevent young people from leaving upper secondary school-
ing early, a follow-up service has been developed to help
young people to find suitable education, training or work.
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Figure 4: Young people (16-24) by type of educational institution and by age,
October 2003; age at 31 December 2003
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Figure 5: Immigrant young people (16-18) in upper secondary education,
October 2003; age at 31 December 2003
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2.2. Labour market and employment- About one third of participants in active labour market
. . measures are 24-year-olds or younger. Measures include intro-
related policies

ductory benefits and a targeted introduction programme
aimed at immigrants and refugees, to help with employment
Extensive labour market measures specifically target young and to integrate them into Norwegian society. Young people
people and immigrants to help them enter the labour market.  constitute about 11% of all registered disabled jobseekers.
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3. Possible problematic
features of youth
employment

Among 16-18-year-olds with part-time work, about 95% con-
sider being a student as their main activity; among 19-24-year-
olds, the equivalent figure is about 65%. A continuing problem,
though not widespread, is employed young people in part-time
work who have employment as their main activity, but are
underemployed. These young people amounted to about 2.7%
of young employees in 2001, increasing to 3.8% in 2004.

To reduce involuntary part-time work, the previous government
proposed giving priority to part-time workers to take up vacant
positions with more hours. The new government alliance
brought into power by the September 2005 general election will
honour this change in the newly revised labour law.

Youth employment in Norway

Between 2001 and 2004, among the 30% of young people
with fixed-term contracts, 27-31% were substitutes and
15-18% were apprentices and trainees (including recipients of
scholarships). About 30% of substitutes would like a perma-
nent contract, which is not possible if the person for whom
they are substituting returns to work.

After one year, about 42% of young people on fixed-term
contracts have a permanent contract. The previous govern-
ment proposed easing the restrictions on temporary work in
order to increase employment opportunities for those with lit-
tle work experience, immigrants and disabled people. The new
government plans to reject this. General permission for fixed-
term contracts will be withdrawn, but strengthened employ-
ment protection for temporary work will remain. Workers on
fixed-term contracts will, after an initial period, have the right
to a permanent contract. Workers on temporary project con-
tracts will have the right to the same dismissal protection as
those on ordinary permanent contracts.
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