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Preface

This technical document has been prepared as a background paper for the Tripartite
Meeting on Youth Employment: The Way Forward, to take place in Geneva on 13-
15 October 2004. Reflecting the agenda of the Tripartite Meeting, as approved by the ILO
Governing Body in March 2004, the report draws on extensive research carried out within
the ILO and elsewhere to examine current knowledge on youth employment throughout
the world. It reviews the current debate on youth employment in the context of the Decent
Work Agenda, the Global Employment Agenda and the recommendations of the High-
level Panel of the Youth Employment Network. It examines national-level initiatives
which have been undertaken to promote quality jobs for young women and men, focusing
on lessons learned and good practices and, in particular, on the role of tripartism in
promoting youth employment. It highlights points for discussion at the Tripartite Meeting.

This document and the conclusions of the Tripartite Meeting will contribute to the
report to be prepared by the Office for the genera discussion based on an integrated
approach on youth employment that will take place at the 93rd Session (2005) of the
International Labour Conference, together with the 2004 General Survey of the Committee
of Experts on the Application of Conventions and Recommendations on employment
promotion. While the focus in the present document is on national-level action to tackle the
youth employment challenge, the report for the Conference will highlight ILO action to
promote decent work opportunities for young persons, through its standard-setting,
knowledge-building, advocacy and technical assistance activities.
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1. Introduction

There are more than 1 billion young people between the ages of 15 and 24 in the
world today, comprising 18 per cent of the globa population. * Youth and children
together account for about 40 per cent of world population. ?

Across the globe, young women and men are making an important contribution as
productive workers, entrepreneurs, consumers, citizens, members of civil society and
agents of change. Their energy and capacity for innovation are priceless resources that no
country can afford to squander.

Although they are a national asset in every country, young people are also extremely
vulnerable. They face high levels of economic and social uncertainty. All too often, their
full potential is not realized because they have no access to productive and decent jobs.

Young people are not a homogeneous group. Their employment prospects vary
according to sex, age, educational level, ethnicity, health status and disability, etc. In many
countries, female youth un(der)employment rates are almost invariably higher than male
ones. Teenagers (aged 15-19) tend to experience higher unemployment rates than peoplein
their early twenties.

The ILO estimates that about 88 million young men and women were unemployed in
2003, accounting for 47 per cent of the 186 million unemployed globally. In the same year,
the world youth unemployment rate was 14.4 per cent, more than double the overall
unemployment rate of 6.2 per cent, and significantly higher than the youth unemployment
rate of 11.7 per cent registered a decade earlier. ®

Open unemployment, however, reflects only the tip of the iceberg. Across the world,
young people are more likely to work longer hours under informal, intermittent and
insecure work arrangements, characterized by low productivity, meagre earnings and
reduced labour protection. In developing countries, young people, especialy young
women, make up the bulk of the underemployed and working poor in the informal
economy in both rural and urban areas. Where there is a discouraged worker phenomenon,
it isfrequently among young people, especialy young women.

The youth employment challenge has long-term and community-wide costs. The lack
of decent work among today’s youth mirrors and perpetuates the vicious circle of poverty,
inadequate education and training, poor jobs and thereby the intergenerationa transmission
of poverty. Family income is a strong determinant of the decision to send a child to school
or work. Child labour leads to the reproduction of household poverty and impairs

1 Within the United Nations system, and in all its statistics and indicators, young people are
identified as those between 15 and 24 years of age.

2 United Nations: World Youth Report 2003: The global situation of young people (New York,
2004), pp. 2 and 55.

% |LO: Global employment trends for youth (Geneva, 2004).
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employment prospects later in life. * Hazardous forms of work harm the employability of
young people as they grow older and sometimes for their entire life. °

The cycle of deprivation and social exclusion affecting young people at the time of
their transition to work can have damaging effects on societies and economies.
Unemployed or underemployed youth are less able to contribute effectively to national
development and have fewer opportunities to exercise their rights as citizens. They have
less to spend as consumers, less to invest as savers and often have no “voice” to bring
about change in their lives and communities. Widespread youth un(der)employment also
prevents companies and countries from innovating and developing competitive advantages
based on human capital investment, thus undermining future prospects.

The costs go beyond lost output and include new charges on individuals and society.
As aresult of poor labour market conditions, young people stay longer in their parents
home and often postpone starting their own families — a phenomenon termed “the parasite
singles’ in some countries. The psychologica costs to individuals include reduced self-
esteem, discouragement and diminished levels of well-being, in some cases escalating into
risky behaviour, violence and juvenile delinquency. In other cases, democracy itself and
the underpinning political processes are at risk when frustrated young people react through
extremism and political escapism.

Today, governments and the international community recognize the political urgency
of responding to the challenge of youth employment as a precondition for poverty
eradication, sustainable development and lasting peace. Decent and productive
employment for youth is a commitment of the Millennium Declaration; the ILO has taken
the lead in organizing the work of the United Nations Secretary-General’s Y outh
Employment Network (Y EN) as a means of meeting this commitment.

In November 2003, the Governing Body of the International Labour Office approved
the holding of an international Tripartite Meeting on Youth Employment: The Way
Forward, and identified youth employment as a topic for general discussion at the
International Labour Conference (ILC) in 2005.

The international Tripartite Meeting on Y outh Employment: The Way Forward will
be held in Geneva from 13 to 15 October 2004. The agenda of the Meeting, as determined
by the Governing Body, is:

m to highlight the political, economic and socia significance of youth employment
issues in developing and devel oped countries;

m to place youth employment in the context of the Decent Work Agenda, the Global
Employment Agenda and the recommendations of the High-Level Panel of the Y outh
Employment Network;

m to review nationa policy frameworks and specific policies and programmes
conducive to the creation of quality jobs for young women and men;

* ILO: Working out of poverty, Report of the Director-General, International Labour Conference,
91st Session, 2003 (Geneva, 2003).

® ILO estimates put a 59 million the number of young people aged 15-17 years engaged in
hazardous forms of work. See ILO: A future without child labour, Global Report under the follow-
up to the ILO Declaration on Fundamental Principles and Rights at Work (Geneva, 2002), figure 3,
p. 17.
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m  todistil country-level experiences, lessons learned and good practices, in particular as
regards the role of tripartism in promoting youth employment, and to provide
guidance for the formulation of national action plans on youth employment which
should draw on the conclusions of the forthcoming discussions on youth employment
at the 2005 session of the International Labour Conference.

The present report serves as a background paper for the Meeting. It raises issues that
should help in designing policies to promote decent work for young people and paves the
way for further discussion at the ILC in 2005.
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2.  Youth employment: Defining
the challenge

2.1. Where are young peoplein the
labour force today?

While youth employment is part of the larger employment picture, it has
particularities that merit special attention. Some distinctive features of the youth labour
market are discussed in this subsection.

2.1.1. Youth labour force participation trends

Y outh labour force participation fell by almost 4 percentage points in the world as a
whole in the decade 1993-2003. This partly reflects the growing share of young people in
education. * As shown in table 1, the highest participation rates in 2003 were registered in
East Asia (73.2 per cent) and sub-Saharan Africa (65.4 per cent). The Middle East and
North Africa had the lowest rate (39.7 per cent).

Table 1. Principal labour market indicators of youth, 1993 and 2003

Youth labour force Youth employment-to-  Youth unemployment Ratio of youth-to-adult
participation rate (%) population ratio (%) rate (%) unemployment rate
1993 2003 1993 2003 1993 2003 1993 2003

World 58.8 54.9 51.9 47.0 11.7 144 31 35
Industrialized economies 53.0 515 449 44.6 154 134 2.3 2.3
Transition economies 47.6 39.9 40.5 324 14.9 18.6 29 24
East Asia 77.4 73.2 73.6 68.0 4.8 7.0 31 29
South-East Asia 58.5 56.5 53.3 473 8.8 16.4 39 48
South Asia 48.0 44.4 418 38.3 12.8 13.9 5.9 5.9
Latin America and the 57.3 54.7 50.2 45.6 12.4 16.6 2.8 31
Caribbean
Middle East and North 39.3 39.7 29.2 29.6 25.7 25.6 34 33
Africa
Sub-Saharan Africa 64.4 65.4 50.3 51.6 21.9 21.0 3.6 35

Source: ILO, Global Employment Trends Model, 2004.

In 2015, approximately 660 million young people will either be working or looking
for work: thisis an increase of 7.5 per cent over the 2003 figure. The youth labour force is
expected to grow in sub-Saharan Africa and to decrease in East Asia and transition
economies. 2

1 |LO: Global employment trends for youth, op. cit.

2 ibid.
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2.1.2. Youth unemployment trends
Youth unemployment is increasing in many regions ...
Between 1993 and 2003, the increase was close to 19 million (11.2 million men and
7.5 million women), an overall rise of 26.8 per cent. In 2003, the youth unemployment rate
reached the historical peak of 14.4 per cent, with 88.2 million young people (52.4 million
men and 35.8 million women) without a job (see table 2).

Table 2. Youth unemployment in the world, 1993, 1998, 2000-03 (millions)

1993 1998 2000 2001 2002 2003
Youth, total 69.5 79.3 82.0 82.9 86.5 88.2
Youth, male 412 46.9 48.5 49.1 51.3 52.4
Youth, female 28.3 32.4 335 33.8 35.2 35.8

Source: ILO, Global Employment Trends Model, 2004.

As shown in table 1, youth unemployment rates in 2003 were highest in the regions of
the Middle East and North Africa (26 per cent) and sub-Saharan Africa (21 per cent) and
lowest in developed economies (13 per cent) and in East Asia (7 per cent). In the latter
region, however, youth unemployment increased by 46 per cent between 1993 and 2003.
In industrialized economies, on the other hand, the rate saw a notable decrease (from 15.4
per cent in 1993 to 13.4 per cent in 2003).

... is higher than adult unemployment

The ratio between youth and adult unemployment increased worldwide from 3.1 in
1993 to 3.5 in 2003 (see table 1). South Asia and South-East Asia had the highest ratios.
The youth share of the total unemployed (186 million) reached 47 per cent in 2003. The
youth-to-adult unemployment ratio quantifies the difficulties faced by young people in
finding employment, compared to adults. In industrialized economies the ratio of 2.3
indicates that young people are more than twice as likely to be unemployed as adults.
Although youth unemployment rose in both transition economies and East Asia during the
same decade, the youth-to-adult unemployment ratio declined as a result of a sharper
increase in adult unemployment. South-East Asia experienced a severe increasein theratio
(from 3.9 to 4.8). In all other regions the ratio stayed more or less stable, including in
South Asia, where it remains the highest in the world (5.9).

... affects some groups more than others

Particular groups of young people are more prone to unemployment than others.
Y outh unemployment often varies according to:

m  Age-— In most countries for which data are available, the unemployment rate tends to
fall with increasing age. ® In Latin America, for example, the unemployment rate of
teenagers (aged 15-19) in most countries is more than double that of young adults
(aged 20-24). *

® P. Ryan: “The school-to-work transition: A cross-national perspective”, in Journal of Economic
Literature (Mar. 2000); available at website: http://www.econ.cam.ac.uk/faculty/ryan/jelfinal .pdf .

* C. Fawcett: Latin American youth in transition: A policy paper on youth unemployment in Latin
America (Panama City, Banco Interamericano de Desarrollo, Nov. 2001), p. 5.
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m  Sex-— Figure 1 shows that, except in the industrialized economies, East Asia and sub-
Saharan Africa, unemployment among young women exceeds that of young men,
with Latin America and the Caribbean, and the Middle East and North Africa
displaying the greatest differences.

m Literacy, education and skills — Figure 2 shows that low literacy rates are strongly
associated with high youth unemployment, especialy in Africa and South Asia. In
most developed economies, in Latin American countries ° and some developing
countries in other regions, youth unemployment is higher among less educated than
among more educated youth. In South Africa, for example, nearly two-thirds of
unemployed youth do not hold a secondary school certificate. ® However, in other
developing countries, such as Indonesia, Jordan and Thailand, unemployment rates
are higher for the more, rather than the less educated. " For instance, in Indonesia
unemployment is lower among primary-school leavers who may accept poor quality,
insecure jobs than among secondary- and tertiary-level school leavers, whose skills
may not meet labour market demand.

m  Disadvantaged youth — Socially disadvantaged young people generally face more
problems obtaining employment. Several factors work against them. They are less
likely to have a good basic education and often suffer discrimination on the basis of
social class, ethnic origin, sex or disability. In Australia, about 70 per cent of young
adults from indigenous groups were neither in full-time education nor working in
2001. ® In the United Kingdom, the labour force survey for the winter 1994-95
showed that unemployment rates for 16-24-year-old men and women with disabilities
were respectively around 31 and 25 per cent, compared with 17 and 12 per cent
among young men and young women without disability. ° In several countries, youth
joblessness is more and more concentrated in households in which no member is
employed. For instance, in the United States 31 per cent of youth from families in the
lowest income quartile were unemployed in March 1999. By contrast, only 12 per
cent of those whose families had incomes in the top quarter of the distribution were
unemployed. *° The rate of urban unemployment among young people (under
20 years of age) from the poorest households in Argentinain 1998 was approximately
50 per cent, compared to 17 per cent of those belonging to the wealthiest
households. **

® ibid.

® R. du Toit: “Unemployed youth in South Africa: The distressed generation?’, Paper presented at
the Minnesota International Counseling Institute (27 July-1 August 2003); available at website:
http://www.hsrc.ac.zalresearch/output/outputDocuments/2286_duToitRUnemployedY outhinSA .pdf .

" ILO: Training for employment: Social inclusion, productivity and youth employment, Report V,
ILC, 88th Session (Geneva, 2000).

8 Dusseldorp Skills Forum (DSF): How young people are faring: Key indicators 2003 (Glebe, Aug.
2003), p. 4.

° F. Sy, R. Duxbury and C. Tillsley: “Disability and the labour market: Findings from the labour
force survey”, in Labour Market Trends, Vol. 103 (London, 1995), pp. 439-459, table 11.

19 Us Department of Labor: Report on the youth labor force (Washington, DC, June 2000), p. 33.

! R. Diez de Medina: Jovenes y empleo en los noventa (Montevideo, ILO-CINTERFOR, 2001),
p. 106.
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Figure 1.  Regional youth unemployment rates, by sex, 2003
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Figure 2. Youth unemployment rates, by region, sex and literacy grouping, 2000
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... discourages the engagement of many young people

The concept of discouragement refers to individuals who, owing to the lack of
success, have stopped seeking employment, although they are willing and able to engagein
productive activities. Discouragement, which is a subjective measure of unemployment, is
becoming significant in many countries. The number of discouraged workers in OECD
countries was estimated at 4 million in 1993, of which two-thirds were women. Y oung
people were more affected than adults in Belgium, Greece, Hungary, Norway, Sweden and
the United States. ™

2" Organisation for Economic Co-operation and Development (OECD): OECD Employment
Outlook 1995 (Paris, 1995), p. 47.
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2.1.3. Youth employment trends

Shifts to the service sector but agriculture is still
important in developing countries ...

The lack of data disaggregated by age makes it difficult to gain a global perspective
on the sectoral distribution of young people in the labour market. All over Europe, youth
are over-represented in the hotel and tourism sector, courier services or in new types of
employment such as teleworking. *® Over the last 50 years advanced technologies and
increased international competition have produced a progressive shift towards the service
sector as an overall trend. ** In many Latin American countries the service sector absorbs
eight to nine young workers in every ten, with the remainder in manufacturing or
construction. ™ However, agriculture continues to employ half the increase of the youth
labour force in sub-Saharan Africa, East Asia, South-East Asia and Oceania. *°

... youth at work but often in low-productivity and precarious jobs

Y oung people who find a job are often employed in poor conditions, in the informal
economy, and with short-term or temporary work arrangements. Many are poorly paid and
have little socia protection. Some of the quditative dimensions of youth employment are
discussed below:

m  Underemployment — This can be work of inadequate duration, both involuntary part-
time employment and temporary short-term work; the term also refers to work of
inadequate productivity. '’ Some studies indicate that in many countries
disproportionate numbers of young people are working fewer hours than they would
like. They may accept jobs that are not idea because they view them as temporary or
because they have little power to bargain for better working conditions. In the
European Union as awhole, the mgjority of al temporary employees have thistype of
contract because they could not find permanent employment. *® In the developing
world some 550 million working poor can be considered underemployed as they
engage in low-productivity work that earns them less than US$1 per day. The young
working poor number around 130 million, or some 25 per cent of thetotal. *°

m  Part-time and temporary work — In many OECD countries the increase in part-time
and temporary work was an important factor in the growth of youth employment
between 1992 and 2002. Figure 3 shows that a higher proportion of young people

3 Commission of the European Communities: EC White Paper: A new impetus for European
youth, COM (2001)681 final (Brussels, 2001), p. 41.

1 |1LO: Key indicators of the labour market, 3rd edition (Geneva, 2003), p. 141.

5 C. Fawcett (2001), op. cit., p. 14.

18 |LO: Employing youth: Promoting employment-intensive growth (Geneva, 2000), p. 6.

Y H. Gorg and E. Strobl: The incidence of visible underemployment: Evidence for Trinidad and
Tobago (Centre for Research in Economic Development and International Trade, University of

Nottingham, 2001).

8 European Commission: Employment in Europe 2003: Recent trends and prospects (Brussels,
2003), p. 127.

9 Tentative estimate based on UNFPA estimates on the regional shares of young people in total
population.
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than adults were working part time in many OECD countries except for Italy,
Luxembourg, Portugal and Turkey. In the same group of countries, younger and less
educated workers are disproportionately represented in temporary employment. They
are about three times as likely as adults to hold a temporary job. ?° This could indicate
that temporary work can help youth gain a foothold in the labour market. In much of
the developing world, young people often have no choice but to accept temporary and
increasingly insecure jobs. In many Latin American countries, the increase in
temporary contracts has particularly affected young people, especialy those from the
poorest households.

m  Informal employment — Despite a substantial improvement in data collection on the
informal economy, information disaggregated by age is still inadequate. The available
figures show an increased engagement of young people in the informal economy,
which absorbs the large majority of labour market entrants in many developing
countries. It is estimated that during the period 1990-2002 about 66 per cent of new
jobs in Latin America were in the informal economy. # This percentage is even
higher in South-East Asia (nearly 75 per cent) and in Africa (93 per cent). > National
statistics in Indonesia indicate that in 2000 approximately 60 per cent of youth
worked in the informal economy. * Most young people in the informal economy lack
adequate incomes, social protection, security and representation. In a vicious cycle,
low productivity, low incomes and inadequate working conditions combine to
undermine the capacity of the informal economy to provide productive and decent
jobs.

Figure 3. Youth and adult part-time employment rates, selected OECD countries, 1992 and 2002
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% OECD: OECD Employment Outlook 2002 (Paris, 2002), p. 137.
% R. Diez de Medina (2001), op. cit., p. 83.

2 |LO: Panorama laboral 2003 (Lima, 2003), p. 34.

% |LO: Youth and work: Global trends (Geneva, 2001), p. 5.

ILO: Youth employment in Indonesia (Jakarta, 2002), p. 17.
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2.1.4. Potential gains from halving youth

Table 3.

2.2.

unemployment

The un(der)employment of young people represents a substantial missed opportunity.
It is estimated that halving youth unemployment from the present 14.4 per cent to 7.2 per
cent, i.e. approaching adult unemployment, would add 4.4 to 7 per cent to global GDP,
depending on the assumptions. ® Table 3 shows the potentia gains by region; the largest
relative gains would be in sub-Saharan Africa, with an estimated 12 to 19 per cent increase
in GDP.

Estimated increase in GDP if youth unemployment is halved

GDP in 2003 Estimated Estimated % increase in % increase in
(billions) additional GDP  additional GDP ~ GDP (lower ~ GDP (upper
(lower estimate, (upper estimate, estimate) estimate)
billions) billions)
World 49 870 2173 3477 4.4 7.0
Industrialized economies 26 656 1136 1818 43 6.8
Transition economies 3111 205 329 6.6 10.6
East Asia 7383 114 183 15 2.5
South-East Asia 2190 101 162 4.6 7.4
South Asia 3579 149 238 4.2 6.7
Latin America and the 3835 186 298 49 7.8
Caribbean
Middle East and North 1939 138 221 7.1 114
Africa
Sub-Saharan Africa 1177 143 228 12.1 19.4

Source: ILO: Global employment trends for youth, 2004.

The direct economic gains to society would be matched by a reduction in expenditure
to counter risky behaviour, violence and crime, as well as social benefits in terms of
reduced vulnerability and exclusion. Young people are likely to seize the opportunities
offered and so work themselves out of poverty in avirtuous cycle of decent jobs, improved
incomes and social inclusion.

What factors affect job opportunities for youth?

The opportunities for young people to obtain a decent job are influenced by factors
such as aggregate demand, demographic trends, labour market regulations, education and
training outcomes, work experience, entrepreneurship options, representation and voice,
and the aspirations of young people themselves. The relative influence of these factors
varies across and within regions and countries. Their impact on young people depends on

% GDP is measured in current PPP-adjusted dollars for 2003. The estimates are based on historical
country-level GDP-to-youth-employment elasticity. If the elasticity is negative or greater than 1.75,
the subregional easticity is substituted. The lower estimate is based on a diminishing returns
scenario in which for the first quarter of additiona employment the elasticity is 100 per cent of
value, for the second quarter the elasticity is 75 per cent of its value, for the third quarter it is 50 per
cent of its value, and for the final quarter it is 25 per cent. The upper estimate is based on a constant
returns assumption, whereby there is no decline in elasticity.
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the persona characteristics of young people themselves. These factors are discussed
briefly below.

Overall increase in aggregate demand is essential but
youth vulnerabilities require specific responses ...

Inadequate aggregate demand is a major cause of labour market disadvantage for
young women and men. The lower the aggregate demand, the lower the demand for |abour,
including young people. Improving overall employment is, therefore, a prerequisite to
improving youth employment. However, youth employment also has its own dimensions,
which require special attention in national strategies to increase the overall quantity and
quality of job opportunities.

Low labour demand disproportionately affects young people, who are more
vulnerable to the business cycle and, therefore, more exposed to socia exclusion. In times
of economic recession young people are more likely than adults to become or remain
unemployed. There are several reasons for this. On the one hand, they are the first to be
made redundant during economic downturns, reflecting the “last hired-first fired” practice.
It is often less onerous for firms to dismiss young workers, who have fewer skills, limited
legal protection and less training. In addition, the first reaction of firms to a recession is
often to freeze or cut down recruitment. As young people account for alarge share of first-
time jobseekers, they tend to be heavily pendlized in the process. %

In developing countries, where very few can afford to be openly unemployed, the fall
in labour demand has forced large numbers of people into underemployment and poor-
quality jobs in the informal economy. ? As new entrants to the labour force, often
hampered by cumulative disadvantages, many young women and men are confronted with
the choice between informal work or no work.

In many countries, afactor that compounds and exacerbates youth vulnerability today
isHIV/AIDS (see box 1).

Box 1
Impact of HIV/AIDS on young people

Health issues influence both access to and positioning of young people in the labour market. In recent
years, HIV/AIDS has become a major threat, affecting young people in particular. Nearly a quarter of all people
living with HIV/AIDS globally are aged between 15 and 24. This age group accounts for half of all new HIV
infections worldwide. While all young people can be exposed to infection, the risk is unevenly shared. Young
women are far more likely to become HIV-positive than young men. In addition, more than 95 per cent of HIV
transmission is occurring in low- and middle-income countries. This epidemic undermines the productive
potential of youth and reduces their chance of securing decent jobs. HIV-positive people face additional
barriers, including discrimination, in finding and maintaining employment. lliness, death and loss of skills and
work experience reduce the productivity and profitability of enterprises and increase labour costs. In high-
prevalence countries, many children, especially girls, are forced to leave education to supplement the
household’s diminished income or to care for sick relatives. Consequences of this trend include lowered skills
and impoverishment as well as further transmission of HIV.

Source: UNAIDS: 2004 report on the global AIDS epidemic: 4th global report (Geneva, 2004); ILO: HIV/AIDS and work:
Global estimates, impact and response (Geneva, 2004).

% N. O'Higgins: Youth unemployment and employment policy: A global perspective (Geneva, ILO,
2001).

" | LO: Decent work and the informal economy, Report V1(1), ILC, 90th Session (Geneva, 2002).
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A smaller youth cohort does not necessarily
relieve youth unemployment ...

The more young people entering the labour market, the more jobs will be required for
them. In theory, declines in the youth cohort size should reduce youth unemployment and
increase their wages relative to adults. Over the last decade, however, the share of youth in
total population has fallen in most regions — with the exception of Africa— and in many
countries the demographic change has not reduced youth unemployment. In most OECD
countries, the economic position of young people worsened during the 1980s and 1990s.
Studies have concluded that other factors, especialy rapid changes in the economy and
weak global aggregate demand, have had a stronger effect than the youth cohort size.
One implication is that reductions in the youth labour force may not suffice to overcome
youth employment problems.

Promoting efficiency and equity through
labour market regulations ...

Labour market regulations are a key element of policies aimed at promoting
efficiency and equity in the distribution of income and assets. However, youth wages and
employment protection legislation (EPL) have often been considered a cause of high youth
unemployment.

It has been argued that low youth wages compared to adult wages improve
employment prospects for young people by making them more attractive to employers.
This argument assumes that young workers and adults are interchangeable; but they often
have different skills and different experience, and therefore compete for different jobs
(especialy in the case of skilled workers). If youth and adults are complementary in the
workplace, relative wages should have no influence. % The decline in earnings experienced
by young workers relative to adults in virtualy al OECD countries during the 1990s did
not suffice to stabilize their employment rates. *°

Recently, the debate on youth wages has centred on the link between minimum wage
and youth employment. There is no general agreement about the impact of minimum
wages on youth employment. * Research based on OECD countries suggests that any
negative effects of minimum wages on youth employment are small compared to other
factors such as general economic and demographic conditions. ** In some European
countries declines in minimum wages were accompanied by declines in youth
employment. * In short, many authors believe there are few grounds for reducing

% D.G. Blanchflower and R. Freeman (eds): Youth employment and joblessness in advanced
countries (NBER, University of Chicago Press, 2000); N. O’'Higgins (2001), op. cit.

% N. O'Higgins: The challenge of youth unemployment (Geneva, ILO, 1997).
% OECD: OECD Employment Outlook 1996 (Paris, 1996), pp. 109-159.

3 See Y. Ghellab: Minimum wages and youth unemployment, Employment and Training Papers
No. 26 (Geneva, ILO, 1998).

¥ N. O'Higgins (2001), op. cit.

% |LO: Employing youth: Promoting employment-intensive growth, op. cit., p. 44.
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minimum wages of young people as a means of cutting youth unemployment or increasing
the demand for young labour. **

Asfar as employment protection legislation is concerned, it has been argued that EPL
increases youth unemployment by making labour too expensive. Certain types of labour
regulation, especially concerning lay-offs, are thought to discourage employers from hiring
workers they cannot dismiss during an economic downturn. Labour protection, however, is
a guestion not just of rights and mora obligations but aso of productivity and
development. The central concern is to identify mechanisms that strike a fair balance
between increased market competitiveness and workers' rights to security and dignity at
work.

Some recent studies indicate that the degree of strictness of EPL influences the type
rather than the number of persons who are unemployed. Y oung people seeking their first
job may be penaized by strict EPL that makes it difficult for them to compete with
workers who are dready employed. EPL may thus enhance the dualism between protected
workers with permanent contracts on the one hand, and jobseekers and temporary workers
on the other (insider-outsider effect). * This does not mean, however, that reduced labour
protection is the way to improve employment prospects for young people (see section 3.2.1
of thisreport).

Both quality and relevance of education and training
are important for decent work ...

Despite significant improvements in educational attainment, the literacy rates of
young people aged 15-24 remain low in many countries. Significant educational gaps
prevail between industrialized and developing countries and between women and men. In
1990-2000 the youth literacy rate in the least developed countries (LDCs) increased faster
than in other groups of countries. Nevertheless, only 63.5 per cent of young people in those
countries were literate in 2000, and haf the young women were illiterate. The net
enrolment ratio remains very low in countries such as Niger (30 per cent) and Burkina
Faso (36 per cent). Thirty-seven developing and transition countries had less than 80 per
cent of primary school-age children enrolled in primary education in 2000. During the
same year, some 113 million children in the world did not attend school; 60 per cent of
them were girls. *

Many young people face difficulties in finding a job because of the mismatch
between educational outcomes and labour market requirements. In some countries, higher
educational attainment has not automatically led to better employment opportunities. Many
college and university graduates have jobs that do not correspond to their qualifications,
often leading to a high level of underemployment. * Higher levels of education have not
proved sufficient in themselves for entering the labour market. Studies have indicated that
in many developing countries, but to a lesser extent in Latin America, better educated

% N. O'Higgins (2001), op. cit.; M. Godfrey: Youth employment policy in developing and transition
countries. Prevention aswell as cure (Washington, DC, World Bank, 2003).

% |LO: Improving prospects for young women and men in the world of work (Geneva, 2004).

% United Nations Statistics Division: World and regional trends, Millennium indicators database,
http://millenniumindicators.un.org (June 2004), based on data provided by UNESCO.

37 United Nations: World youth report 2003, op. cit.
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young people have higher unemployment rates than those with less schooling. * The
phenomenon of the “educated unemployed” is closely linked to weak aggregate demand.
Part of the problem, however, stems from the mismatch between qudlifications and skills
or occupations in demand.

Gaining work experience ...

Y oung people who enter the labour market generally lack work experience, which is
highly valued by companies. Up to a decade ago, especialy in industrialized countries,
teenage students often gained such experience through part-time and/or summer jobs.
However, the economic recession of the 1990s forced many older, more experienced and
skilled workers to take these jobs, thus reducing the opportunities open to youth.

In many developing and transition countries employers often do not have incentives
to hire first-time jobseekers. Companies may hesitate to recruit them because the return on
the required investment could be uncertain. The lack of record may restrain decisions to
hire first-time jobseekers who may not have the appropriate skills and attitudes to meet job
requirements. In addition, the initial training of inexperienced young workers can be a
huge cost to employers, who may not have the financial or human resources to train new
entrants, *

The pace of integration of first-time jobseekers into the labour market varies greatly
by age, gender, social class and family background and educational attainment, as well as
other dimensions of disadvantage. Teenagers tend to be regarded by employers as a greater
risk than young adults — in addition to being more likely to lack work experience, they are
less mobile, less productive in relation to their wage rate and often less educated. “° For
young people from poor households, access to the first job may be further impaired by the
lack of information, resources and networks associated with low levels of socia
integration, as well as pressure to take up any job to earn an income.

Youth entrepreneurship as an avenue of opportunity ...

Entrepreneurship can unleash the economic potentia of young people. It is aso
associated with more flexible hours of work, greater independence, higher income
potential and job satisfaction. However, young people tend to be less active in
entrepreneurship than adults, and teenagers are less active than young adults. Research in
41 countries found that only 12 per cent of entrepreneurs were aged between 18 and 24. *
Y oung people have less capital, in the form of skills, knowledge and experience, savings
and credit, business networks and sources of information. Banks and financial insti