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Executive summary

Youth unemployment crisis continues

The economic crisis abruptly ended the gradual decline in global youth unemployment rates
during the period 2002-07. Since 2007 the global youth unemployment rate has started rising
again, and the increase between 2008 and the height of the economic crisis in 2009 effec-
tively wiped out much of the gains made in previous years. Globally, the youth unemployment
rate has remained close to its crisis peak in 2009. At 12.6 per cent in 2011 and projected at
12.7 per cent in 2012, the global youth unemployment rate remains at least a full percentage
point above its level in 2007. Nearly 75 million youth are unemployed around the world, an
increase of more than 4 million since 2007. Medium-term projections (2012-16) suggest little
improvement in youth labour markets. By 2016, the youth unemployment rate is projected to
remain at the same high level.

Large increases were experienced in particular by the Developed Economies & European
Union, Central & South-Eastern Europe (non-EU) & CIS, Latin America & the Caribbean
and South Asia. In the Developed Economies & European Union, as well as in South Asia,
little progress has been made in rolling back the impact of the global economic crisis. In North
Africa, the youth unemployment rate has increased sharply following the Arab Spring, rising
by almost 5 percentage points between 2010 and 2011 and adding to an already very high
level of youth unemployment in this region as well as the Middle East.

Although (large) differences in regional youth unemployment rates remain, all regions
face major youth employment challenges. Even in East Asia, the youth unemployment rate in
2011 was 2.8 times higher than the adult rate. Apart from the immediate negative economic
and social effects of high youth unemployment, it is important to consider its detrimental
effects on future employability and wages.

Economic crisis and youth labour force participation

Discouraged by high youth unemployment rates, many young people have given up the job
search altogether, or decided to postpone it and continue their stay in the education system. If
the unemployment rate is adjusted for the drop-out induced by the economic crisis, the global
youth unemployment rate for 2011 would rise from 12.6 to 13.6 per cent.

The crisis-induced withdrawal from the labour force amounts to 6.4 million young
people worldwide, and is particularly pronounced in the Developed Economies & European
Union. Pressure on young job seekers will mount further when those young people that have
been delaying their entry into the labour market will return to activity, and start searching for
work. In contrast, the youth participation rate in Central & South-Eastern Europe (non-EU)
& CIS is higher than expected on the basis of pre-crisis trends, which is likely to be partly
poverty-driven.

Participation rates of young men and women are not only driven by economic conditions
but also by institutional factors such as broader societal values, culture and norms which are
particularly important in regions with large gender gaps such as South Asia, the Middle East
and North Africa. Typically, female participation rates show a U-shaped pattern, with high
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participation rates at low levels of income per capita that decrease as countries develop before
rising again at higher income levels. This makes it difficult to disentangle the effect of the eco-
nomic crisis on female participation rates from institutional or cultural factors.

Temporary employment and part-time work: Transition or trap?

Around the world, many youth are trapped in low-productivity, temporary or other types of
work that fall short of their aspirations and that often do not open opportunities to move to
more permanent, higher-productivity and better-paid positions.

In developed economies, youth are increasingly employed in non-standard jobs and the
transition to decent work continues to be postponed. The growth of temporary employment
and part-time work in the past decade, in particular since the global economic crisis suggests
that this work is increasingly taken up because it is the only option available. For example, in
the European Union youth part-time employment as well as youth temporary employment
has grown faster than adult part-time and temporary employment both before and during
the economic crisis.

The trend towards an increasing incidence of temporary contracts has fuelled the debate
over labour market flexibility in general, and labour market duality in particular. Although
the evidence on the impact of employment protection legislation (EPL) on aggregate employ-
ment/unemployment levels is inconclusive, EPL could affect the position of particularly vul-
nerable labour market groups such as young people. A partial (dual-track) reform strategy of
EPL - involving labour market reforms only at the margin and for new hires while leaving
the employment security entitlements of incumbent workers unchanged — could have been
felt disproportionately by youth. In addition, the trend towards shorter tenure among young
workers in many European countries could be due to the combination of easing in the legis-
lation governing dismissal costs and procedures of regular contracts (and not of temporary
contracts) with the weak individual bargaining power of young people.

Youth in developing economies face strong structural barriers in their search for decent
work. The share of paid employment in total employment in much of the developing world is
low, and a high share of youth is likely to engage in unpaid family work supporting (informal)
family businesses or farms. The school-to-work transition may also include unemployment
spells or periods of temporary or casual employment if such opportunities arise while the final
station is likely to be own-account work. Demographic trends are such that the youth labour
force continues to grow in precisely those regions where few opportunities for paid work exist
and where working poverty is widespread, in particular in Sub-Saharan Africa and South Asia.

Education and the lahour market

Education and training are essential for young people to enter the labour market successfully
as they increase their potential productivity and employability. In developed economies, edu-
cation also serves as a shield against unemployment for many youth, and there is a strong link
between educational attainment and employment outcomes. In particular, individuals with
primary education or less often have the highest unemployment rates, and fare worse than
those with higher levels of education at times of crisis.

However, more human capital development and higher levels of education do not au-
tomatically translate into improved labour market outcomes and more jobs. In developing
economies, available job openings are limited by small formal sectors, and youth do not nec-
essarily possess the right skills to qualify for the existing openings. Fast structural change
in these economies creates skill and geographical mismatches that pose special challenges
for education and training systems and their responsiveness to labour market needs. In this
respect, proper labour market information is necessary to facilitate both the role of education
in meeting current labour demand and in facilitating change.

8 Global Employment Trends for Youth 2012 B



Young people that are neither in employment nor in education have become a serious
concern for policy-makers, in particular in developed economies. This group, called “NEET”
(not in education, employment or training), often constitutes at least 10 per cent of the youth
population, and disproportionally includes youth with a low level of education in developed
economies. Many countries have introduced policies to tackle this phenomenon, targeting
specific subgroups of the NEET such as school drop-outs or unemployed youth.

Youth employment policies

As youth unemployment rates are projected to remain essentially unchanged in 2012, and
most regions face major youth employment challenges, youth employment policies warrant
the highest priority. Important areas for interventions include:

® Macroeconomic and growth policies: where fiscally feasible, it is crucial to maintain or
enhance measures that can help boost employment generation and jump-start a sustain-
able jobs recovery. Youth employment is a rising priority in national policy agendas but
often it is not sufficiently translated into scaled up programmes, funding is often limited
and resources underestimated.

® Active labour market policies and programmes: active labour market measures such as devel-
opment of public employment services, wage and training subsidies or tax cuts can motivate
employers to hire young people as well as to counteract the excess supply of young workers
in times of crisis. Equally important are programmes that aim to offset the mismatch of
technical skills among youth, such as vocational training programmes, re-training of unem-
ployed or discouraged youth, workplace training schemes, the creation or improvement of
apprenticeship systems, entrepreneurship training programmes, soft and life skills training
programmes for disadvantaged youth.

® Better strategies are needed to improve social protection for young people, and to tailor labour
market reforms for their specific needs. Decent employment is not only about generating
any jobs, but also about improving the quality of jobs.

® Social dialogue and partnerships for youth employment: the establishment of broad-based
partnerships to turn commitment to youth employment into reality. Partnerships among
governments, employers’ organizations, trade unions and other organizations can be instru-
mental in determining the most appropriate action to be taken at national and local levels
for the promotion of decent work for young people.

® Supporting strong labour market information and analysis systems which provide the basis
to monitor labour markets and design and implement effective policies.

I Executive summary 9






1. Introduction

The global youth unemployment rate has proved sticky, and remained close to its crisis peak. At
12.6 per cent in 2011 and projected at 12.7 per cent in 2012, the global youth unemployment
rate remains at least a full percentage point above its level in 2007. Nearly 75 million youth
are unemployed around the world, an increase of more than 4 million since 2007.

Youth unemployment and situations in which young people work under poor conditions
incur social as well as economic costs. Youth unemployment has been shown to be tightly
linked to social exclusion, as the inability to find employment creates a sense of uselessness
and idleness among young people. The most obvious gains then, in making the most of the
productive potential of youth and ensuring the availability of decent employment opportun-
ities for youth, are the social and personal gains to young people themselves.

The second clear gain to recapturing the productive potential of underutilized youth is
an economic one. Idle youth are not contributing to the economic welfare of their country.
The loss of income among the younger generation translates into a lack of savings as well as
a loss of aggregate demand. Many youth who are unable to earn their own income have to
be financially supported by the family. Governments fail to receive contributions to social se-
curity systems and are forced to increase spending on remedial services. A lack of decent work,
if experienced at an early age, also threatens a person’s future employment prospects and fre-
quently leads to undesirable labour market outcomes over longer periods. All this is a threat
to the growth potential of economies.

In order to design appropriate labour market and macroeconomic policies to promote
better labour market outcomes for youth, it is necessary to understand the specific situation of
young people in labour markets. Although this situation is strongly dependent on the overall
labour market, youth also face specific barriers as they try to secure decent employment. These
include the inexperience trap, which means that employers prefer workers that are experi-
enced, and youth therefore do not manage to obtain an opportunity to gain experience. Youth
also may be disadvantaged in the sense of having fewer contacts in the world of work. Fur-
thermore, once employed, they may still be among the first to be dismissed on the basis of the
last-in first-out principle, as they have the least seniority. But even though young people might
lack experience they tend to be highly motivated and capable of offering new ideas or insights.
They are the drivers of economic development in a country, and forgoing this potential is an
economic waste. Designing appropriate policies to support their transition to stable employ-
ment should therefore be a country’s highest priority.

This report sets out the youth labour market situation around the world. It draws on the
overall analysis of labour markets in the Global Employment Trends 2012 (ILO, 2012a), and
complements the Director-General’s Report to the 2012 International Labour Conference

(ILO, 2012b). Further findings include:

1. Even though some regions have overcome or made progress in mitigating the impact of
the global economic crisis, all regions face major youth employment challenges.

2. Youth unemployment rates continue at dramatic levels in the Developed Economies &
European Union (regionally at 18.0 per cent in 2011) where the actual situation is even
worse than suggested by the unemployment rate due to massive drop-out from the labour
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12 Global Employment Trends for Youth 2012

force. Youth continuing their stay in the education system will put further pressure on
unemployment rates once they enter the labour market.

Many youth in developed economies are increasingly trapped in non-standard and/or
unstable employment due to both the impact of the economic crisis and labour market
reforms. The effects of employment protection legislation reforms have been felt dispro-
portionally by young workers.

In contrast to the developed economies, in Central & South-Eastern Europe (non-EU)
& CIS the crisis has increased participation of youth in labour markets which is likely to
be partly poverty-driven. The youth unemployment rate in this region, at 17.6 per cent in
2011, has declined somewhat since the height of the economic crisis.

The Middle East and North Africa continue to experience exceptionally high levels of
youth unemployment (with youth unemployment rates at 26.5 and 27.9 per cent in 2011,
respectively). Together with South Asia, these regions are also characterized by large
gender gaps in youth labour force participation.

Youth in developing economies face strong structural barriers in their search for decent
work. Young women are particularly disadvantaged with regard to labour market access
as reflected in their low participation rates.

In developed economies, education still serves as a shield against unemployment for many
youth. Therefore, those youth who are neither in education nor in employment warrant
special attention. This so-called NEET group includes the unemployed as well as discour-
aged youth who have effectively disconnected from the labour market. The rise of NEET
rates during the crisis in many developed economies is therefore a strong concern.

Although education and training is critical in developing economies as well, more labour
market information and analysis is needed to better match the demand and supply of

skills in the developing world.



2. Youth unemployment crisis
continues in both developed
and developing economies

The economic crisis abruptly ended the gradual decline in global youth unemployment rates
during the period 2002—07. In contrast, since 2007 the global youth unemployment rate has
started rising again, accelerating to an unprecedented 0.9 percentage points increase between
2008 and the height of the economic crisis in 2009. This increase has taken a heavy toll on
young people around the world and effectively wiped out much of the gains made in previous
years (see figure 1).

At 12.6 per cent in 2011, the global youth unemployment rate remains a full percentage
point above its level in 2007. In 2011, nearly 75 million youth were unemployed around the
world, an increase of more than 4 million since 2007 (see table 1).! Projections for 2012 show
no improvement, with the global youth unemployment rate projected at 12.7 per cent. Medium-
term projections (2012-16) also suggest little improvement in youth labour markets. By 2016, the
youth unemployment rate is projected to remain at the same high level (see table 2a and figure 2).

In comparison to other groups on the labour market, youth face a particularly difficult
situation, as is captured by the ratio of youth-to-adult unemployment rates. Globally, this ratio
was 2.8 in 2011 and is projected at 2.7 in 2012 (see table 1). This means that, in comparison
with adults, youth continue to be almost three times as likely to be unemployed, and elevated
unemployment rates continue to hit them disproportionally.

Regional impact and the aftermath of the economic crisis

Youth unemployment rates by region show large variations, ranging from 8.6 per cent in
South Asia to 25.7 per cent in the Middle East in 2008. Even though youth unemployment
rates increased in most regions since then, there are important regional differences. The Devel-
oped Economies & European Union have been hit hardest by the crisis and its aftermath,
and the change in both the unemployment rate and the number of unemployed youth from
2008 to 2011 were largest in this region. Over this period, the number of unemployed youth
increased by a massive 26.5 per cent while the unemployment rate rose by 4.7 percentage
points above the level in 2008. Most of this increase occurred between 2008 and 2009, which
resulted in historically high rates in several developed economies.* Since 2009, not much pro-
gress has been made with the reduction of youth unemployment, and the regional youth un-
employment rate reached 18.1 per cent in 2010, its highest level since at least the early 1990s.
Projections suggest a youth unemployment rate of 18.0 per cent in the Developed Economies
& European Union in 2012 (see tables 2a and 2b), in part reflecting the weak recovery in
many countries. As shown in figure 2, the youth unemployment rate in the medium term is
projected to decrease but pre-crisis levels are not likely to be reached even by 2016.

The economic crisis has also resulted in a dramatic increase in the youth unemployment
rate in Central & South-Eastern Europe (non-EU) & CIS, jumping from 17.0 per cent in

! All tables are being referenced in Annex 1.

* See, for example, Bell and Blanchflower (2011) on youth unemployment in Sweden and the United States.
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Figure 1. Global youth unemployment and unemployment rate, 1991-2012
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2008 to 20.5 per cent in 2009. However, contrary to the Developed Economies & Euro-
pean Union, the rate decreased between 2009 and 2011, and fell to 17.6 per cent. This is still
0.6 percentage points above its level in 2008 but reflects a decrease of 2.9 percentage points
since the height of the crisis (see figure 2). The decrease in the youth unemployment rate
in Central & South-Eastern Europe (non-EU) & CIS has also contributed towards a slight
reduction in the number of unemployed youth in the region since 2008.

Latin America & the Caribbean have also experienced a sharp increase in youth un-
employment rates during the crisis, from 13.7 in 2008 to 15.6 in 2009. However, much of
the impact of the economic crisis has been overcome, and the rate decreased to 14.3 per cent
in 2011. Nevertheless, the youth unemployment rate remains above its pre-crisis level and is
not projected to decline in the medium term (see figure 2), partly owing to weaker growth.

In South Asia, the youth unemployment rate has increased by 0.5 percentage points
between 2008 and 2009, and by a further 1.1 percentage point during 2009-10. Since 2008,
South Asia added 1.2 million youth to the ranks of the unemployed, by far the largest number
outside the Developed Economies & European Union. Similar to the developed economies,
South Asia has also made little progress in rolling back the negative impact of the slowdown
in growth during 2008—09 on youth unemployment (see figure 2).

North Africa and the Middle East stand out in terms of their overall unemployment
problem, and these are the only two regions where the unemployment rate exceeded 10 per
cent in 2011 for the population aged 15 and above. Moreover, the ratios of youth-to-adult un-
employment rates are exceptionally high, at 4.0 in the Middle East and at 3.9 in North Africa,
and youth unemployment rates have been at very high levels for decades in these regions.
North Africa was relatively resilient to the global economic crisis but following the Arab
Spring economic growth decreased and the youth unemployment rate increased sharply by
4.9 percentage points in 2011 (see figure 2). The Middle East is one of the two regions in
which the youth unemployment rate decreased from 2008 to 2009 but since 2009 the rate
has increased. In 2011, the youth unemployment rate stood at 26.5 per cent in the Middle
East and at 27.9 per cent in North Africa.

South-East Asia and the Pacific has been affected less by the crisis in terms of the youth
unemployment rate, and managed a slight reduction in the rate between 2008 and 2009. In
2011, at 13.5 per cent the youth unemployment rate was 0.7 percentage points below the level
in 2008 (see figure 2). Following the sharp rise in the youth unemployment rate in the early
stages of the global economic crisis, the youth unemployment rate remained close to 9 per cent
in East Asia in recent years. The youth unemployment rate in Sub-Saharan Africa, at 11.5 per
cent in 2011, has been fairly stable since 2005.

14 Global Employment Trends for Youth 2012 © [T ——



Figure 2. Youth unemployment rate estimates and projections, 2000-16 (%)
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Although the economic crisis has been detrimental for both young men and women,
at the global level as well as in most regions the impact of the economic crisis on female
youth unemployment rates was greater than on male rates. The difference in impact was very
pronounced in North Africa where the female youth unemployment rate rose by 9.1 per-
centage points in comparison to 3.1 percentage points for male youth. Only in the Devel-
oped Economies and the European Union was the impact more detrimental for young men
(tables 3a and 3b).

In sum, youth unemployment rates have increased in most regions since 2008, at times
to dramatic levels. Even though there are large differences in regional youth unemployment
rates, and some regions have made better progress in mitigating or rolling back the impact of
the global economic crisis than others, all regions face major youth employment challenges.
Even in East Asia, perhaps the most economically dynamic region, the youth unemployment
rate in 2011 was 2.8 times higher than the adult rate. In the medium term, upward pressures
on youth unemployment rates are projected in several regions, including the Middle East, East
Asia and South-East Asia and the Pacific.

Participation or drop-out?

High youth unemployment rates discourage young people from looking for work, and those
who are not prepared to give up face long periods of job search. Unsurprisingly, some of the
countries with very high youth unemployment rates also have a high incidence of youth long-
term unemployment (the number of unemployed for one year or longer as a proportion of
all unemployed). Data from Eurostat show that, in 2011, the youth unemployment rates in
Croatia, Slovakia and Spain were 35.8, 33.6 and 46.4 per cent, respectively; the highest rates
among European countries with available data at the time of writing this report. Around one-
third of the unemployed youth in Spain were looking for a job for more than a year while in
Croatia and Slovakia the long-term unemployed accounted for more than half of the unem-
ployed youth in the third quarter of 2011.

Such extremely adverse labour market conditions lead many youth to give up the job
search altogether or to decide to postpone it and continue their stay in the education system.’
An indication of the gap in labour force participation induced by the crisis can be obtained
through a comparison of pre-crisis trends in youth labour force participation and the ILO’s
estimates and projections of the economically active population. In figure 3, such a compar-
ison is made for each region in 2011, and separately for young men and women. Globally, this
labour force gap amounted to 1.2 per cent for young men and 0.5 per cent for young women.
In other words, if the unemployment rate is adjusted for drop-out induced by the economic
crisis, the global youth male unemployment rate would rise from 12.4 to 13.6 per cent, and
the global youth female unemployment rate would rise from 13.0 to 13.5 per cent. The crisis-
induced withdrawal from the labour force amounts to 6.4 million young people worldwide,
which means that the adjusted global youth unemployment rate would be 13.6 per cent (com-
pared with an actual rate of 12.6 per cent).

Labour force gaps show striking differences between regions. In the Developed Econ-
omies & European Union, the crisis resulted in around 2 million youth withdrawing from
the labour market. In the OECD, higher unemployment rates have been linked with lower
participation rates, providing evidence of a discouraged worker effect (Bell and Blanchflower,
2011). Pressure on young job seckers will mount further when those young people that have

* Young people may also seek work elsewhere, including abroad, but issues relating to relocation or migration of youth
are beyond the scope of the current report.
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Figure 3. Youth unemployment rates and “adjusted” youth unemployment rates to account
for reduced labour force participation, by sex, world and regions, 2011 (%)

[l Unemployment rate

Unemployment rate adjusted for labour force gap

Male Female | Male Female | Male Female | Male Female | Male Female | Male Female | Male Female | Male Female | Male Female | Male Female

World Developed Central and East Asia South-East South Asia | Latin America | Middle East | North Africa | Sub-Saharan
Economies | South-Eastern Asia and and Africa
and Europe the Pacific the Caribbean
European (non-EU)
Union and CIS

Note: The adjustment of the youth unemployment rate has been made on the basis of a comparison of pre-crisis trends in youth labour force
participation and the ILO’s estimates of the economically active population.

Source: ILO calculations based on ILO, Trends Econometric Models, October 2011, and ILO (2011d), Economically Active Population Estimates
and Projections, 6th edition.

been delaying their entry into the labour market will return to activity, and start looking
for work.*

In contrast, the youth participation rate in Central & South-Eastern Europe (non-EU) &
CIS was higher than expected on the basis of pre-crisis trends. Important factors explaining
these opposing trends are the relative underdevelopment of social protection mechanisms in
Central & South-Eastern Europe (non-EU) & CIS in comparison to developed economies, as
well as the more detrimental impact of the economic crisis on wages in at least some countries
in Central & South-Eastern Europe (non-EU) & CIS (ILO, 2010b). The loss of family income
due to stagnant or declining wages or due to the lack of unemployment benefits upon job loss
by family members is likely to have pushed youth into the labour market. In other words,
these youth would have preferred to remain inactive, for example to continue their studies,
if the economic environment would have been more favourable and their families could have
continued their support.

The upward effect on youth participation rates is consistent with the sharp slowdown
in the growth of tertiary enrolment ratios in Central and Eastern Europe and the decrease
of these ratios in Central Asia at the height of the economic crisis in 2009 (see table 4). In
Ukraine, for example, the tertiary enrolment ratio increased on average by 3.7 percentage
points annually from 2000 to 2008 but this increase slowed down to 1.5 percentage points
in 2009 and, in 2010, tertiary enrolment decreased by 1.1 points. In the absence of sufficient
decent jobs, many youth in Central & South-Eastern Europe (non-EU) & CIS may also have
been forced to rely on jobs with low barriers to entry, such as own-account work or contrib-
uting family work (see section 3 below).

Labour market distress and discouragement on the one hand, and the need to work
and sustain (family) income on the other, underlie much of the regional variations shown in
figure 3, but these factors should also be analysed in the context of regional structural eco-
nomic and labour market conditions. Many low-income economies in Sub-Saharan Africa
weathered the crisis well, mainly due to their more limited trade and financial linkages with

* In the Netherlands, for example, analysts expect a rise in youth unemployment in the course of 2012 due to the entry
of youth who have been delaying their labour market entry; see De Volkskrant, 16 March 2012 (heep://www.volkskrant.
nl/vk/nl/5273/Werk/article/detail/3225974/2012/03/16/Positie-jongere-op-arbeidsmarke-holt-achteruit.dheml).
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Figure 4. Youth labour force participation rate in France and Spain, 1990-2010 (%)
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Source: ILO (2011a), Key Indicators of the Labour Market, 7th edition (Geneva), table 1b (national estimates).

the global economy and their reliance on agriculture as a source of employment and income.
In these countries, labour force participation rates tend to be high and little affected by global
economic conditions.

Apart from short-term and structural economic conditions, participation rates of young
men and women are driven by institutional factors such as broader societal values, culture
and norms. Institutional factors are particularly important in regions with large gender gaps
such as South Asia, the Middle East and North Africa (see table 5). At the country level, this
can be illustrated if we compare participation rates for young men and women in two devel-
oped economies, France and Spain, on the one hand, and in Pakistan (South Asia) on the
other. As shown in figure 4, the gender gap in youth participation rates for young people in
France and Spain is limited, in line with the relatively small gap in participation rates in the
Developed Economies & European Union. Furthermore, the development of participation
rates for young men and women in these two countries is fairly similar over time. Economic
opportunities certainly play an important role in this development, as indicated by the drop
in participation for both men and women in the most recent years. In Pakistan, in contrast,
youth male and female participation rates show little similarity in their development over
time, and are at very different levels, with some progress towards closing the still large par-
ticipation gap (see figure 5). Indeed, participation rates of young Pakistani men are among
the highest in the world but less than one out of five young Pakistani women participates in
labour markets, which primarily seems to reflect cultural barriers to female labour force par-
ticipation. Since the early 1990s there has been some convergence between (youth) male and
female participation rates in Pakistan but this process is not linear. Typically, female partici-
pation rates show a U-shaped pattern, with high participation rates at low levels of income
per capita that decrease as countries develop before rising again at higher income levels.” This
pattern has been confirmed by a number of (cross-) country studies (Durand, 1975; Goldin,
1995; Mammen and Paxson, 2000), including for Pakistan (Fatima and Sultana, 2009).

Consequently, it is difficult to disentangle the effect of the economic crisis on female
participation rates from institutional or cultural factors in South Asia, and the differences
between young men and women in figure 3 may have little to do with short-term global or
regional economic conditions. Empirical studies of countries in South Asia have often found
that female participation is lower if houschold income increases (e.g. Bangladesh — Begum
and Lawson, 2009; India — Dasgupta and Goldar, 2005; Pakistan — Faridi et al., 2011). Such
studies give weight to the assertion that women primarily enter the labour market in the

*> Note that participation of young males is not necessarily following a linear trend either, as illustrated in figures 4 and 5.
However, female participation has attracted much more attention, given the very low levels seen in some developing coun-
tries and the related issues of both equity and the potential for economic development.
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case of economic necessity. They also help explain why considerable economic growth in past
decades has resulted in little progress in reducing gender gaps in youth participation rates in
South Asia (see table 5). As economic growth by itself is not sufficient to render support for
convergence between male and female participation rates, strong gender policies are needed in
regions with large gender gaps to overcome the persisting structural barriers to female labour
force participation. In this respect, it is noteworthy that the unemployment gap adjusted for
labour force drop-outs would actually be larger in the South Asia, Latin America & the Car-
ibbean and Middle East regions.

Longer-term consequences of the youth jobs crisis

Persistent and high youth unemployment has also important adverse longer-term conse-
quences for currently young people. These include a higher risk of future unemployment, a
prolonged period of unstable jobs and a potentially depressed income growth (Arumlamplam
et al., 2001). Such consequences may result from a deterioration of skills but also from pro-
spective employers’ negative perceptions of youth who have been out of work for prolonged
periods. Moreover, these effects are believed to be more severe for youth entering the work-
force with an education level below the tertiary level who are already in a relatively disadvan-
taged position compared with their better educated peers (see section 4 below). Apart from its
detrimental effects on future wages and employability, youth unemployment may hurt happi-
ness, job satisfaction and health for many years thereafter (Morsy, 2012).

Increased vulnerability to future shocks: the jobs crisis has forced many households
to sell their assets and borrow money which has increased the vulnerability of youth, in par-
ticular, to ongoing or future shocks. In order to meet consumption needs during periods of
unemployment or reduced or erratic wages, many houscholds have drawn down savings and
sold possessions, or turned to friends, relatives, membership-based clubs, community groups
and banks, where possible, for financial help. This behavior has been observed in a wide range
of countries since 2008, including Bangladesh, Cambodia, the Central African Republic,
Ghana, Kazakhstan, Kenya, Mongolia, the Philippines, Serbia and Thailand (Heltberg et al.,
2012), Armenia, Bulgaria, Latvia, Montenegro and Romania (World Bank, 2011), Nigeria
(Samuels et al., 2011) and Tonga (Patel and Thapa, 2010), among others.

Wage scars: unemployment produces permanent scars rather than temporary blemishes,
especially on youth populations. Fairlie and Kletzer (1999) estimated that being unemployed
while young results in lower future earnings by a magnitude of 8.4 and 13.0 per cent for males
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and females, respectively. More recently, a study by Kahn (2010) estimated that a 1 percentage
point increase in unemployment in the United States results in a 6 to 7 per cent decrease
in the wages of college graduates. In addition, although the cost in terms of foregone wages
decreases over time, it still remains significant 15 years later. In the United Kingdom, Burgess
et al. (2003) found that youth unemployment raises the probability of unemployment later
on; Gregg and Tominey (2005) estimated an earnings loss of up to 21 per cent at age 41 for
workers who experience unemployment in early adulthood; and Bell and Blanchflower (2010)
showed that unemployment in a person’s early twenties negatively affects employment and
carnings prospects, as well as health and job satisfaction, up to two decades later.

Social instability: the jobs crisis further threatens the well-being of houscholds and
young workers through rising levels of social discontent and instability. In this respect, the
ILO’s social unrest index indicates a significant aggravation of social unrest in 45 of the 118
countries surveyed (ILO, 2011f). The regions under greatest threat include the Middle East
and North Africa, parts of Asia and the group of developed countries. One of the most obvious
manifestations of these findings is the increasing number of street demonstrations and pro-
tests observed worldwide since 2010, which have been closely linked to the Arab Spring and
European sovereign debt crises.
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3. Temporary employment and part-time
work: Transition or trap?

The type and quality of work are important determinants of the long-term labour market
prospects of young people. In this regard, it is worrying to note that around the world, many
youth are trapped in low-productivity, temporary or other types of work that fall short of their
aspirations and that often do not open opportunities to move to more permanent, higher-
productivity and better-paid positions. Young people often go through a transition period,
during which work, study, travel and other activities complement each other. Although such
a transition period by itself is no reason for concern, there are signs that youth in developed
economies are increasingly trapped in non-standard jobs and the transition to decent work
continues to be postponed. The growth of temporary employment and part-time work in the
past decade, in particular since the global economic crisis, suggests that this work is increas-
ingly taken up because it is the only option available.

Part-time work has been growing for many years, more recently due to the growth of
male part-timers (ILO, 2011b).° Many youth choose part-time work because of the constraints
in the number of hours available for work. An increase in the part-time employment among
young people can therefore be a positive sign that young workers combine work with study or
other activities as a means of gaining experience and broadening their networks. However, the
sheer magnitude of the increase in part-time employment among youth in European countries
since the onset of the crisis suggests that part-time work is not only increasing because youth
choose to work part-time (ILO, 2011c).

In the European Union, youth part-time employment has grown faster than adult part-
time employment both before and during the economic crisis (see figure 6). Between the
second quarter of 2008 and 2011, the youth part-time employment rate increased by 3.6 per-
centage points in the European Union as a whole while it increased by 11.8 percentage points
in Spain and 20.7 percentage points in Ireland.” In many countries, including Cyprus, Den-
mark, Greece, Hungary, Portugal and Slovenia, the increase during the same period exceeded
5 percentage points. During both 2000-08 and 2008-11, part-time employment grew faster
for young women than for young men (see figure 6). The ILO’s KILM database also shows a
rapid increase of the youth part-time employment rate between 2008 and 2010 in Australia,
Canada, Japan and New Zealand (ILO, 2011a).

Youth are also more likely than adults to work as temporary employees. In the second
quarter of 2000, 35.2 per cent of youth employees worked on temporary contracts in the
European Union, compared to 8.9 per cent of adult employees (aged 25-64 years). In other
words, youth were already almost four times as likely as adults to be a temporary employee at
that time. As shown in figure 7a, between 2000 and 2008 the share of temporary employment
in total employment increased for both youth and adults in the majority of European Union
Member States. However, the increase for youth, at 4.3 percentage points, was more than
double the increase for adults (2.1 percentage points). In five countries, the increase for youth
exceeded ten percentage points (Italy, Luxembourg, Poland, Portugal and Slovenia). Since the

¢ There is no internationally agreed definition as to the number of hours below which one is considered to work part-
time. Typically, the dividing line is between 30 and 40 hours per work. The OECD is using 30 hours as its cut-off line
(see ILO, 2011a, ch. 6).

7 Quarterly comparisons are made in view of data availability.
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Figure 6. Part-time employment rates for youth and adults in the European Union,
2000-11 (second quarter, %)
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Figure 7. Change in the incidence of temporary employment in total employment

in the European Union, youth and adults

(a) 2000-08, second quarter (%)

50
.Youth
40 H
Adult
30 A
20 +
10 H
~10 4
S ¥ ®© 8 ® T g g &8 @ © &8 O ® > 5 5 T 2 £ O 5 = © W T
s & = = = £ S = g 2 £ £ == § 8 8§ £ § 8 8 & s = 5 £
Q_Emg*;,sé‘ou«:gamgmg'::sMgg::m%s
%) £ S = & = s 2 = = 3 = F=E = S £ = o o
= - 2 £ 5 £ 2 & & $ & 5§ £E == = 5 2 T s S E o
g s = 8 £ £ g 5 & 5 S 2 & & g > &
= 2 3 = =
E=1 = o o ey 3
o =] ~ o~ = =
= < - N
= )
= Cd < =
F -]
s =
o D
5 <=
o3
=%
e
E
Ll
(b) 2008-11, second quarter (%)
.Youth
12 4
Adult
B v X = O T » T s 5 £ S 5 £ Pp TV S8 & 2 S S L S T
S 25 £ 8 5288 EE£ 2z <L 88 5 82 2 22 E £ £ 2
8 2 E E & 2 = 8 28 E &S 2 E 2 S g S8R ¢ m»w3 8 3
e & 5 5 & 5§ 5 &£ 2 2 E S 2 5 & § 2 - 5 3 F 5 £
5 o < o = = 3 3 - = = » B = »
= = = 3 S — =
= = k) ~ ~ S
= = ] 8
= = )
= < = o
< =}
B =
o oD
= =
I ]
(=%
e
E
()

Source: ILO calculations based on Eurostat.

22 Global Employment Trends for Youth 2012



onset of the global economic crisis there has been a further acceleration in the use of temp-
orary contracts for young workers. Between 2008 and 2011, the share of temporary employees
increased by 2.7 percentage points, or around 0.9 percentage points per year compared with
0.5 points per year during 2000—08. In contrast, the average share of temporary employment
for adult workers in the EU remained unchanged during the same period (see figure 7b).*
Many temporary employees have “good” reasons to work on temporary contracts, for
example, because they are still studying. This is, in fact, the most important reason for youth
to take up temporary jobs in the European Union (41.3 per cent of temporary employees in
2010 were students). Nevertheless, the increasing importance of temporary work as an option
of last resort is confirmed by the fact that more than one out of three youth state that they
could not find a permanent job, and this proportion has been rising since the crisis started

(from 36.3 in 2008 to 37.1 per cent in 2010).

Employment protection legislation and labour market duality

The trend towards an increasing incidence of temporary contracts has fuelled the debate over
labour market flexibility. In particular, the discussion on labour market duality has been
increasingly attracting attention. Labour market duality is by no means a new phenomenon
but in the context of a job crisis the relationship between employment protection legislation
(EPL, e.g. hiring and firing rules) and labour market outcomes has become a top priority for
policy-makers.

Much empirical work has been produced on the impact of EPL on labour market out-
comes. For more than two decades, this has been a highly controversial topic and many studies
have tried to identify a causal link between EPL and (un-)employment across OECD coun-
tries (see box 1). So far, there is a general consensus that the evidence on the impact of EPL on
aggregate employment/unemployment levels is not conclusive but EPL could have some posi-
tive/mitigating effects particularly for vulnerable labour market groups such as young people.

At the same time, many economists have argued that the growing segmentation in Euro-
pean labour markets over the last two decades was due to a partial (dual-track) reform strategy,
involving labour reforms only at the margin (for new hires) while employment security entitle-
ments of incumbent workers remained unchanged (Boeri, 2011; Eichhorst and Marx, 2011).
Accordingly, it is the deregulation of the use of fixed-term contracts and agency work (rather
than the reduction of protection for workers on permanent contracts) that led to increased
duality between the “insiders” and “outsiders”, especially in countries where strict EPL for
regular workers was combined with little protection of fixed-term contracts. Due to the asym-
metric treatment of different groups of workers, the effects of these EPL reforms have been
fele disproportionately by new entrants, in particular by youth (Dolado et al., 2002; Kahn,
2007; Cazes and Tonin, 2010).

Fewer studies have assessed the causal link between EPL and labour market duality, in
particular (temporary) youth employment. Boeri (2011) highlights the fact that labour market
duality would not only be characterized by a high share of temporary contracts but also by the
lower probability of transitioning from temporary to permanent contracts due to the asym-
metry between the two types of contracts. Cazes and Tonin (2010) found a trend towards
shorter tenure among young workers in many European countries, and their findings suggest
that this job instability was due to the combination of the easing in legislation governing dis-
missal costs and procedures of regular contracts (and not of temporary contracts) with weak
individual bargaining power of young people.

® It can be noted that the fact that the share of temporary employment for adult workers did not change during 2008-11
in the European Union may also be the result of a disproportionate reduction in the number of temporary contracts, as
opposed to the creation of new permanent contracts.
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Box 1. The impact of employment protection legislation on the youth labour market

Protecting employment and stabilizing jobs can
be achieved using different instruments. Trad-
itionally, countries have resorted to introducing
clauses governing individual labour contracts to
prevent employers from firing workers at will. In
addition, in some countries, the legal system
allows for an extensive use of anti-discrimination
acts to prevent or limit firing workers with certain
characteristics (related to their sex, age or ethnic
group). Increasingly, countries have sought alter-
native ways of securing employment, either by
differentiating social security payments across
firms to account for the level of job turnover —i.e.
effectively penalizing those companies that have
a very high turnover of workers, such as the ex-
perience rating system in the United States — or
by considering employment protection as part
of the overall social security system with entitle-
ment rights transferable from one job to another,
as in the recently reformed system in Austria.

When implemented at the level of individual
contracts, employment protection legislation
(EPL) makes provisions for severance payments,
advance notice periods and other procedural
aspects related to the dismissal of employees.
These regulations provide an insurance scheme
to workers, avoiding unexpected income fluctu-
ations and allowing sufficient time for the search
of a new job (Pissarides, 2001). They are sup-
portive of employment relations that are more
long-term in nature, offering incentives for gen-
eral and job-specific training investments that
may result in higher productivity (Fella, 2005)
and more innovative activity, especially when
combined with particular wage bargaining sys-
tems (Bassanini and Ernst, 2002). Job security
can also be crucial when it comes to the well-
being and health of workers (Kompier et al.,
2009). However, dismissals are more costly for
employers in the presence of stringent regula-
tions. It is these higher costs that may have an
impact on youth unemployment.

In theory, EPL may have opposing effects
on youth unemployment. On the one hand,
employers may hire fewer workers in antici-
pation of higher dismissal costs. Job creation
would then be reduced, which would make it
more difficult to find jobs in particular for young
jobseekers that form a considerable part of the
unemployed. On the other hand, higher dis-
missal costs also lower the dismissal rate and
therefore reduce the inflow into unemployment.
This may encourage training activities that are
expected to strengthen the employability of
youth (Forrier and Sels, 2003). The magnitude
of the effects also hinges on the degree to which
wages can adjust in order to reflect higher dis-
missal costs (Lazear, 1990).

Empirical evidence on the impact of EPL on
youth unemployment is inconclusive. While many
tend to be supportive of the view that there is
an adverse impact on youth unemployment
(Addison and Texeira 2003; Heckman and Pagés,
2000; Botero et al., 2004; Bernal-Verdugo et
al., 2012), this impact has been questioned by
others (Freeman, 2005; Howell et al., 2007), and
there are some studies that reject an adverse
impact of EPL on youth unemployment (Noelke,
2011). Some of the critical points that are brought
forward include concerns over the indicators that
are used to measure EPL (Bertola et al., 2000;
Berg and Cazes, 2008) and the fact that statis-
tical inference is mostly based on cross-country
comparisons, which raises issues related to
policy endogeneity. If country-specific institu-
tional features such as the degree of unionization
are related to both youth unemployment and EPL,
then there is a high risk that results are spurious
when the estimation methodology fails to take
this into account. Finally, EPL is often analysed
in an isolated way, ignoring interactions with other
labour market policies.

In Europe, the introduction of a single contract has been debated in both academic and
political circles as a response to labour market duality. The idea would be to narrow the dif-
ferential between temporary and permanent workers through a more gradual and continuous
increase of rights with tenure (Bentolila et al., 2010). While it is clear that an exit strategy
from duality is needed, it is not obvious that the best approach would be through the intro-
duction of a single contract. Many southern European countries where such a policy option
is being considered have additional problems that hamper labour markets from functioning
effectively, such as high school drop-out rates or inadequate active labour market policies.
Also, implications of an easing on wage developments need to be considered: Existing empir-
ical studies suggest that lowering EPL would increase entry-level wages, making it more dif-
ficult for young people to access employment (Leonardi and Pica, 2007, 2010). Therefore, a
well-balanced approach towards EPL, which is coherent with other labour market policies
and institutions, and which is based on social dialogue should be a key ingredient for youth

employment policies (ILO and OECD, 2011).
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Youth in developing economies

In the developing world, youth have traditionally faced strong structural and other barriers
in their search for decent work. This is reflected in high rates of vulnerable employment and
working poverty. Globally, vulnerable employment, defined as the sum of own-account work
and unpaid family work, accounts for 56.2 per cent of the employed in developing regions in
2011. Such a high share of workers in vulnerable employment indicates widespread informal
work arrangements, whereby workers typically lack adequate social protection and opportun-
ities to influence their conditions of work. Vulnerable employment is also often characterized
by low pay and difhicult working conditions, in which workers’ fundamental rights may be
undermined.’” The share of workers in vulnerable employment by region in the developing
world in 2011 ranges from one in five in Central & South-Eastern Europe (non-EU) & CIS
(20.6 per cent) to more than three out of four workers in South Asia and Sub-Saharan Africa
(77.7 and 76.6 per cent, respectively, see table A12 of ILO, 2012a).

Conversely, the share of paid employment in much of the developing world is often low.
Wage and salaried workers account for 48.3 per cent of all employment at the global level
but this proportion is as low as 20.9 per cent in South Asia and 22.9 per cent in Sub-Saharan
Africa. In addition, even if paid work can be found, the risk of low-wage employment is sub-
stantially higher for young workers both in developed and developing economies (Grimshaw,
2011; ILO, 2010Db). In part, this is due to the fact that entry-level jobs are more likely to be
low-paid, reflecting limited experience of young workers. The question then focuses on how
much time it takes for young workers to move to better paid jobs (see box 2). So far, the limited
availability of paid work or decent work clearly poses strong barriers in developing economies,
particularly in low-income economies.

In developing economies, a relatively high share of youth is likely to engage in unpaid family
work, starting their working life supporting (informal) family businesses or farms. Among a
sample of 24 developing economies for which breakdowns by age and status in employment
are available, the share of contributing family work in youth employment exceeded the corres-
ponding share for adult workers in all countries (see figure 8a). The school-to-work transition
may also include unemployment spells, or periods of temporary or casual employment if such
opportunities arise while the final station is likely to be own-account work. With the excep-
tion of one, in all countries the share of own-account work in total employment was lower for
youth than the corresponding share for adults (see figure 8b). In Sub-Saharan Africa, school-
to-work transitions typically have a long duration and youth often have to deal with a drawn
out period of job search and/or inactivity (Guarcello et al., 2005).

Difficulties that youth face in starting their own enterprises are confirmed by a study
based on houschold data collected by the Inter-American Development Bank (IDB) for 14
Latin American countries. This study showed that only 12.8 per cent of workers between
the ages of 16 and 24 were entrepreneurs (Llisterri et al., 2006). The IDB also noted that
many businesses were fragile and driven mostly by necessity, and young entrepreneurs in Latin
America face major obstacles. They have less capital in the form of skills, knowledge, ex-
perience, savings, and access to credit. In addition, they have limited business networks and
less access to information about job vacancies. Banks and financial institutions regard them
as high risk. At the same time, entrepreneurship programmes that integrate skills training,
mentoring and access to capital have demonstrated success in boosting business creation. Eval-
uations of the Calificacion de Jovenes Creadores de Microempresas programme in Peru and
Proyectos Productivos in Argentina, for cxample, suggest numerous ingredicnts for success.

? As noted in ILO (2010a), the vulnerable employment indicator has some limitations: (1) wage and salary employment
is not synonymous with decent work, as workers may carry a high economic risk despite the fact that they are in wage
employment; (2) the unemployed are not included in the indicator, though they are vulnerable; (3) a worker may be
classified in one of the two vulnerable status groups but still not carry a high economic risk, especially in the developed
economies. For a discussion see Sparreboom and De Gier (2008).
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Figure 8.
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These include demand-driven training content; private sector participation in programme

design and implementation; appropriate targeting and screening mechanisms to leverage
youths” competitive advantages and reduce programme drop-out rates; and access to finan-
cial capital and the development of financial and youth-tailored banking instruments that
encourage savings and provide a pathway for credit (Salazar-Xirinachs, 2012).

Demographic trends are easing pressure on youth in most regions, giving rise to a “demo-
graphic dividend”. However, the youth labour force continues to grow in precisely those
regions where few opportunities for paid work exist and where working poverty is widespread.
In Sub-Saharan Africa, an average of 2.1 million young people will be entering the labour
market every year between 2011 and 2015 while in South Asia the youth labour force is pro-
jected to grow by an average of 465,000 each year over the same period, reversing a decline in
recent years (see table 6).

In both regions, the share of working poor at the internationally adopted level of US$1.25
a day (at purchasing power parity) is much higher than in other regions. The new estimates of
the working poor released by the ILO in 2011 showed that globally 14.8 per cent of workers
were living below the poverty line in this year. However, whereas in most regions the pro-
portion of poor workers was below 10 per cent, 35.9 per cent of workers in South Asia and
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Box 2. Measuring labour market transitions: ILO’s Work4Youth Project

The International Labour Office (ILO) and The
MasterCard Foundation have forged a unique
partnership to help young people find the path
to decent work in a labour market that is mark-
edly different from that of their parents.

The five year, $14.6 million “Work4Youth”
(WA4Y) partnership will increase the global
awareness of the specific challenges facing
young people in the world of work. The partner-
ship supports the collection and dissemination
of information on youth labour markets and aims
to support youth employment policy making and
programme development both nationally and
worldwide. It should serve as a good example of
how policy-makers, the social partners and the
private-sector can engage in the promotion of
decent work for young women and men around
the world.

Through the WA4Y project, the ILO works with
government institutions to implement school-to-
work transition surveys in 28 countries across five
regions. These surveys will increase the know-
ledge on difficulties facing young people during
their transition to decent work, especially in
developing countries. The data and information
generated by these surveys will be included in a
series of analytical national, regional and global
reports on youth employment, including the next
version of the I1LO’s Global Employment Trends
for Youth planned for early 2013. The reports
are designed to assist policy-makers and prac-
titioners in shaping evidence-based programme
and policies that promote decent work for youth.

For more information on the project, see
website: http://www.ilo.org/employment/areas/
youth-employment/WCMS_170261/lang--en/
index.htm.

38.1 per cent of workers in Sub-Saharan Africa were counted as the working poor. Data from
household surveys also show that youth account for a disproportionate share of poor workers,
comprising 23.5 per cent of the working poor for countries with available data, compared with
18.6 per cent of non-poor workers. Many poor workers are trapped in a vicious circle of low
levels of education and low-productivity employment (ILO, 2012a).
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4. Education and the labour market

Education and training are essential for young people to enter the labour market successfully.
They increase the potential productivity and employability of young people, opening up new
opportunities in different sectors and occupations. On the back of continuous technological
progress and globalization, recent years have seen a continuous shifting of employment op-
portunities towards higher-skilled occupations. At the same time, and partly in response to
these challenges, educational attainment of the labour force has been increasing in most coun-
tries. Nevertheless, there are still many countries with large shares of the labour force having
only primary education or less. These can be predominantly found in Sub-Saharan Africa,
the Middle East and, to a lesser extent, Latin America and Asia (see ILO, 2011a, sections on
indicators 5 and 14).

Education as a shield for youth in developed economies

In developed economies, there is a strong link between educational attainment and employ-
ment outcomes, and people with higher levels of education enjoy a competitive advantage in
the labour market, including higher wage levels. For example, in a sample of 27 developed
economies, those with primary-level education or less had the highest unemployment rates
in 25 countries in 2010 (see table 7). The labour market advantage of completing higher edu-
cation was particularly striking in Slovakia. The unemployment rate of people with a primary
education or less in this country stood at 44.2 per cent in 2010, versus 14.1 per cent for those
with secondary education and 5.8 per cent for those with a tertiary education.

Figure 9 shows changes in unemployment rates by level of educational attainment
between 2000 and 2010. As 2010 was the height of the economic crisis in many countries, un-
employment rates in 2010 tended to be higher than those in 2000. Individuals with primary
education or less fared worst in terms of rising unemployment rates, with increases observed
in 23 out of 27 countries. The degree of increase in the unemployment rates between 2000
and 2010 was largest among persons with primary education in 21 countries. Among those
with secondary education and tertiary education, unemployment rates rose in 15 and 18 coun-
tries, respectively. The differential impact of the economic crisis for people with different levels
of education is underlined by OECD (2012), which also notes that skills of more educated
people better match labour market demand, even during times of crisis.

Nevertheless, the graduate unemployed were not spared in the face of the economic crisis.
In the sample of developed economies shown in figure 9, the unemployment rate of persons
with tertiary education rose in 18 countries and declined in eight countries. In two coun-
tries, Cyprus and Slovenia, the educated unemployed were the hardest hit, showing the largest
increase in the unemployment rate over the period.

Given the stronger labour market position of better-educated people in developed econ-
omies, the response of young people to continue their stay in the educational system is under-
standable and may pay off in the future. However, more education in itself does not result
in more jobs, and the scale of the withdrawal of youth from the labour market may result in
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Figure 9. Changes in unemployment rates by educational level, selected developed
economies, 2000-10 (percentage points)
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future imbalances in the labour market. The literature suggests that, despite the positive link
between educational attainment and labour market outcomes, even preceding the global eco-
nomic crisis, skill mismatches such as overeducation were affecting significant proportions of
the employed in many developed economies (Groot and Maassen van den Brink, 2000; Korpi
and Talin, 2009; Verhaest and van der Velden, 2010). Workers are considered to be overedu-
cated if the level of education they possess exceeds the skill level required for that job."” The
incidence of overeducation in the future may be aggravated as more and more younger people
substantially extend their education and training periods in these economies.

Not only more but better education and training
is needed in developing economies

More and better education and training is critical to advance decent work in developing
economies. Nevertheless, more human capital development and higher levels of education do
not automatically translate into improved labour market outcomes and more jobs. In many
Sub-Saharan African countries higher educational attainment does not lead to lower un-
employment rates (Guarcello et al., 2005). Similarly, in many Latin American countries, un-
employment rates are highest for those with secondary education (e.g. in Argentina, Bolivia,
Brazil, Chile and Mexico) while those with primary and sometimes tertiary education show
lower rates (see table 14c of ILO, 2011a). Furthermore, in Pakistan higher educational attain-
ment has been shown to increase the likelihood of unemployment for both adults and youth.
These facts notwithstanding, educational attainment has also been positively associated with
the likelihood of securing paid employment in the case of adults in this country. These find-
ings suggest that even though more education may not automatically result in more jobs,
it allows young people to secure entry into non-vulnerable employment (Sparreboom and
Shahnaz, 2007). In other words, the situation that youth in many developing countries are
facing is such that education does not guarantee a decent job but such a job is very difhcult
to secure without education.

'° The incidence of overeducation can be measured in several ways, for example on the basis of the difference between
years of schooling of workers in comparison with the average years of schooling for workers within an occupation, but it
can also be measured based on self-reports by individual workers on the rate of skill utilization. According to 25 studies
reviewed by Groot and Maassen van den Brink (2000), the incidence of overeducation varies from 10 to 42 per cent.
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Several factors explain why more education does not automatically lead to more jobs for
young people in developing economies. These include small formal sectors, skills mismatches,
the need to work (in particular for the poor) and aspirations of youth (in particular of the well-
educated). In addition, the particular characteristics of developing economies pose special chal-
lenges for education and training systems and their responsiveness to labour market needs. In
developing economies where structural change is deep, education and training needs to keep up
with this change in order to supply the skills necessary for economic development and creation
of decent work (ILO, 2008). At the same time, aggregate demand management has to create
the conditions for structural transformation to successfully lead to strong private investment
and job creation in more advanced sectors. To find the right balance between demand and
supply of skills can be a challenging task (ADB, 2007). If historical trends are taken as bench-
marks, several Asian countries would be considered to raise educational attainment levels too
fast. At the same time, education can serve as a driver of development, by empowering people
to develop or adopt new technologies and diversify production structures. Recent ILO research
found that countries that have managed to successfully catch up with developed economies,
such as the Republic of Korea, typically experienced a transformation of the education system
that preceded the transformation of the production structure (Niibler, 2012).

In this respect, proper labour market information is necessary to facilitate both the role
of education in meeting current labour demand and in facilitating change. With regard to
the first role, it is important that expectations of the contribution of education to structural
change are based on an empirical understanding of what workers are likely to do with their
education. In other words, analysis of trends in employment, including the sectoral distri-
bution and wage developments, should inform education and training policies. Informa-
tion requirements are likely to increase as the economy expands, transforms and integrates
with global markets, and skills development systems become more complex. If skills devel-
opment policies are used as a driver of development, it becomes more important that infor-
mation is produced on future skills requirements (early identification of skills), and skills
policies are synchronized with other policies through appropriate institutional structures
and arrangements.

The crisis has brought an increased detachment
of youth from the labour market

Young people that are neither in employment nor in education have become a growing con-
cern for policy-makers, in particular in developed economies. This group, called “NEET” (not
in education, employment or training), has been rapidly increasing, especially since the onset
of the crisis. The concern with NEETs partly results from the fact that this group reflects a
growing detachment of young people from the labour market. Labour statistics such as un-
employment or participation rates do not capture what youth are doing outside the labour
market. If youth are economically inactive (outside the labour force) because they are in edu-
cation or training, they invest in their skills and in this way improve their future employ-
ability. However, youth who are not employed and also not in education or training risk
labour-market and social exclusion.

The share of youth not in employment or education/training as a percentage of the youth
population (the NEET rate) is non-negligible in developed economies. In Japan, New Zealand
and the United States, for example, the NEET rates were 9.7, 13.1 and 15.6 per cent in 2010
respectively whereas the average for the OECD was 12.8 per cent in this year.!! As shown
in figure 10, the NEET rate in the European Union at the beginning of the 2000s was just

' See hetp://www.stats.govt.nz/browse_for_stats/income-and-work/employment_and_unemployment/NEET-paper.aspx.
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Figure 10. Youth NEET rates in the European Union, 2000-10, by sex (%)
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above 13 per cent but came down to 10.9 per cent before the global economic crisis in 2007
and 2008. However, due to the global economic crisis, the downward trend in the NEET rate
in the European Union was broken, resulting in an increase by 1.9 percentage points in the
average rate between 2008 and 2010. The rate in the latter year exceeded 15 per cent in Bul-
garia, Ireland, Italy, Latvia, Romania and Spain. The crisis-induced increase in the European
Union was much greater for young men, at 2.6 percentage points compared to 1.1 percentage
points for young women. The convergence between male and female NEET rates in the most
recent years in part reflects the stronger impact of the crisis on male youth unemployment in
developed economies including the European Union (see tables 3a and 3b).

As both the unemployed and the economically inactive are included in the NEET group,
the crisis-induced increase of the NEET rate in Europe is consistent with the effects of the
crisis on the unemployment rate as well as the withdrawal of youth from the labour force in
many developed economies discussed in earlier sections. However, the fact that many youth
continue their stay in the education system may appear contradictory with the increase in
the NEET rate. This may be explained by the different profile of NEETs in comparison with
the overall youth population. Contrary to those extending their stay in the education system,
many of whom are already among the better-educated, young people with a low education
level are more likely to belong to the NEET group, as are those with a low houschold income
and those with an immigrant background (EFILWC, 2011). Accordingly, part of the rise in
the NEET rate in recent years may have been due to higher-educated workers crowding out
lower-educated ones. Nevertheless, the economic crisis also increased the risk for better-edu-
cated youth to end up in the NEET group (EFILWC, 2012).

In developing economies, the NEET group is equally important but often reflects a dif-
ferent reality. As employment in many developing economies is at least partially poverty-
driven, and resources for education are more limited, youth employment-to-population ratios
(EPRs) tend to be higher in poorer countries. This is illustrated in figure 11, which shows
poverty rates (at the US$1.25 a day level) and EPRs for a sample of developing economies
(see alsotable 8). This relationship is much stronger for young women, in part because of the
U-shaped pattern of female labour force participation that was discussed in an earlier section.
In other words, at lower poverty levels, young women may withdraw from the labour market,
but this is less likely to be the case for young men.

The profile of young people who are neither in education nor in employment in devel-
oping economies is different from that of the employed. As shown in figure 12, the pov-
erty rate among the NEETs is lower than the poverty rate of the employed. Moreover, for
both young men and young women, poverty rates are lowest for the unemployed, which are
part of the NEET group. This suggests that employment in these developing countries is pri-
marily driven by lack of adequate alternative sources of income. Even though the differences
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Figure 11. Youth employment and poverty in selected developing economies, by sex (%)
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Note: The estimated coefficient of the regression line for young women is significant at the 99 per cent confidence level.

Source: ILO (employment) and World Bank (poverty) calculations based on national household surveys
(see table 8 for a list of countries and years).

Figure 12. Average poverty rates of NEETs, employed and unemployed
youth in selected developing economies, by sex (%)
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Source: ILO (NEET) and World Bank (poverty) calculations based on national household surveys
(see table 8 for a list of countries and years).

in poverty rates are significant, the figure also shows that all groups have considerable poverty
rates even at the low level of the internationally agreed US$1.25."*

The average NEET rate in the 24 developing economies in figures 11 and 12 is 12.4 per
cent for young men. In other words, even if many young men in developing economies have
little alternative but to work, the overall rate is not lower than in the European Union, and a
considerable share of young men are not preparing for the labour market. For young women,
the average NEET rate is much higher (28.1 per cent).

A number of countries have started to take measures to address this phenomenon. For
example, the response of the United States Government to the economic crisis included the
expansion of tax credits to employers hiring “disconnected” youth, meaning those youth who
were neither in employment nor in education (Bell and Blanchflower, 2011). In Latin America
a wide variety of initiatives and projects have been put in place to address the NEET challenge
(Salazar-Xirinachs, 2012). In many European countries, measures have been taken ranging
from tackling early school leaving to facilitating the transition to employment, often targeting

'? The US$1.25 a day was designed to be representative of the poverty lines in the poorest countries, and therefore is
necessarily relatively low. Many countries use higher poverty lines for national policy-making purposes.
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specific subgroups of the NEET group (EFILWC, 2012). In the Netherlands, for example, the
“Drive to reduce drop-out rates” encourages the development of local programmes to prevent
drop-out, including long-term performance agreements between schools, municipalities and
the national government, in partnership with business and youth care workers, and a funding
policy linked to the reduction of the number of early school leavers.”> A number of countries
also have “youth guarantees” in place which aim to ensure that young people have a job offer
or an educational or related opportunity within a certain timeframe, or offer specialist job
search assistance. According to a recent policy review, NEET-relevant policies based on part-
nership approaches with stakeholders outside the public sector are likely to be particularly

effective (EFILWC, 2012).

' See http://www.aanvalopschooluitval.nl/english.php.

34 Global Employment Trends for Youth 2012 © [



5. Youth employment policies”

As youth unemployment rates are projected to remain essentially unchanged in 2012, and
most regions face major youth employment challenges, youth employment policies warrant
the highest priority. To address these challenges, countries have already enacted a wide range
of policies targeted specifically at young, first-time jobseekers.” To tackle the youth un-
employment crisis successfully, these measures need to be stepped up and extended also to
those countries that have not yet enacted policies in this respect. Important areas for inter-
ventions include: (i) macroeconomic and sector policies, (ii) active labour market policies and
programmes, (iii) labour standards and social protection for young people, (iv) social dialogue
and partnerships for youth employment, and (v) support for labour market information and
analysis systems, as summarized below.'®

Macroeconomic and growth policies: ultimately, job growth will not come from
labour market interventions alone. Macroeconomic and fiscal policies should include or
enhance measures that support employment generation, bring about a sustained job recovery
and finance the necessary investments in youth employment promotion. Youth employment is
a rising priority in national policy agendas but often it is insufficiently translated into action,
and funding is often limited and resources underestimated. Globally, progress in rebalancing
world demand based on effective measures by the G20, and stability in the euro area are
essential for paving the way to stronger output and employment growth. In this respect, aus-
terity measures currently implemented in a wide range of developed economies bode ill for
a quick recovery of youth labour markets (ILO, 2012a). Growth policies can also influence
youth employment by encouraging economic diversification and productive transformation
through sectoral strategies, removing constraints on private sector investment and growth, in
particular for small enterprises.

Active labour market policies and programmes: a series of different active labour
market programmes and policies can be tailored for specific needs of the youth. These include:
(i) direct employment generation (promoting small enterprise development, cooperatives,
wage subsidies, public works, guaranteed job schemes, etc.); (ii) labour exchanges or employ-
ment services facilitating young people’s transition into the labour market (e.g. job brokerage
and counseling offices, linking employers with educational institutions); and (iii) skills devel-
opment programmes. It is particularly important to:

® Address barriers to job growth: the lack of labour demand prompted by insufficient or
job-poor growth has a significant impact on unemployment and leads to discouragement,

™ For a detailed discussion of policy areas, see the ILO Report “The Youth Employment Crisis: Time for Action”
(htep://www.ilo.org/wemspS/groups/public/---ed_norm/---relconf/documents/meetingdocument/ wems_175421.pdf).
The forthcoming 2012 International Labour Conference will discuss the youth employment crisis and update the policy
conclusions to address the challenge. The latest policy conclusions date from the 2005 International Labour Conference
and are included in the Resolution concerning youth employment (http://www.ilo.org/public/english/standards/relm/
ile/ilc93/pdf/resolutions.pdf).

> For an overview of policy measures enacted by member countries to address the employment challenge caused by the
crisis see the ILO/World Bank “Inventory of Policy Responses to the Financial and Economic Crisis” online tool avail-
able at: http://www.ilo.org/dyn/crisis-inventory/f2p=17020:2:257694020209059.

'S For an evaluation of lessons learned in youth employment programmes, see Chapter 4 of ILO (2010c). Annex 3 in the
current report provides an inventory of crisis response interventions directly affecting youth employment, by country.
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particularly among youth. Active labour market measures, such as the development of public
employment services, wage and training subsidies or tax cuts can incentivize employers to
hire young people and counteract the excess supply of young workers in times of crisis.

® Address skill mismatches: programmes that aim to offset the mismatch of technical skills
among youth, such as vocational training programmes, re-training of unemployed or dis-
couraged youth, workplace training schemes, the creation or improvement of apprenticeship
systems, entreprencurship training programmes, soft and life skills training programmes
for disadvantaged youth, and special programmes that link employers with educational
institutions which can facilitate young people’s transition into the labour market.

® Adjusting the focus of technical and vocational education to make it relevant to the require-
ments of companies and the labour market is another essential orientation.

® Promote entrepreneurship: enabling motivated youth access to start-up capital and facili-
tating a broad range of services, including high quality mentoring, can be effective ways of
reducing precarious and informal employment among young people and may also propel
job creation.

Labour standards and social protection for young people: decent employment is not
only about generating any jobs, but also about improving the quality of jobs. Poor young
workers work long hours, often in unsafe conditions and still are unable to move their families
out of poverty. Hence employment policies must not merely focus on creating jobs but also on
ensuring adequate wages and working conditions. Wage policies, for instance, are important
from both an economic and a human rights perspective. A decent remuneration can enable
workers to provide for themselves (and their families) and help fulfill the basic human right to
a decent standard of living which includes food, clothing, housing and medical care. Raising
the incomes of workers — including young workers — also increases domestic demand which,
in turn, encourages economic growth and recovery.

A particular concern in this respect is the inadequate social protection for young people,
in part because they are engaged in non-standard forms of employment. As a result, better
strategies are needed to improve and expand social protection programmes for young people,
and tailor labour market reforms for their specific needs. It is also important that such social
protection measures are not viewed as a cost to society but rather as an investment (Cichon
et al,, 2006). Investing in young persons has significant positive impacts on human develop-
ment and productivity.

Social dialogue and partnerships for youth employment: equally important is the
establishment of broad-based partnerships to turn commitment to youth employment into
reality. Partnerships among governments, employers’ organizations, trade unions and other
organizations can be instrumental in determining the most appropriate action to be taken
at national and local levels for the promotion of decent work for young people. To bring
high youth unemployment rates down, it is essential that employers, unions and governments
not only dialogue together about how to achieve a socio-economic recovery, but mobilize to
develop specific projects and interventions, including in partnership with young people.

Social pacts can be an effective strategy to articulate labour market policies that can
create positive synergies between economic and social development. They are especially well-
suited to arrive at optimal solutions in macroeconomic policy, in strengthening productivity,
job and income security, and in supporting employment-generating enterprises. Social dia-
logue can be fostererd further when governments strive also to repair and regulate their finan-
cial systems. To this end, it is critical that policymakers reduce the fear and uncertainty that
is hindering private investments so that the private sector can re-start to be the main engine
of global job creation, including for youth (ILO, 2012a).

Supporting strong labour market information and analysis systems: support in the
areas of data collection, tabulation, analysis and dissemination of labour market information,
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and strengthening institutional relationships between producers and users of information and
analysis provides a solid basis to monitor labour markets, and design and implement effective
policies. More information is needed particularly on the pathways of youth to decent work.

In sum, to prevent the emergence of a “lost generation”, it is important that youth employ-
ment is prioritized on national policy agendas, and countries establish or develop integrated
strategies aimed to ensure long-term, sustained and concerted action for the promotion of
decent work for young people. Assigning priority to youth employment requires a coherent
policy framework, with measurable targets and achievable outcomes that addresses youth
employment in national development strategies and employment policies.
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Annex 1. World and regional tables

Unless the source is stated, the source of all tables is ILO, Trends Econometric Models,

April 2012.

2011 are preliminary estimates.

2012p-2016p are projections; for details on methodology, see Annex 2 and ILO (2012a).

Table 1. Global unemployment and unemployment rates, youth (15-24), adult (25+) and total (15+), 2007 to 2012

2007 2008 2009 2010 2011 2012p
Youth unemployment (millions) 70.3 70.8 75.4 74.8 74.5 74.6
Adult unemployment (millions) 99.7 104.6 121.2 121.1 121.5 1279
Total unemployment (millions) 169.9 175.3 196.6 1959 196.0 202.4
Youth unemployment rate (%) 11.6 11.7 12.6 12.7 12.6 12.7
Adult unemployment rate (%) 4.0 4.1 4.7 4.6 4.5 4.7
Total unemployment rate (%) 5.4 5.3 6.2 6.1 6.0 6.1
Ratio youth-to-adult unemployment rate 29 2.9 2.7 2.8 2.8 2.7

p = projection
Table 2a. Youth unemployment rates 2000 and 2007-2016, by region (%)
2000 2007 2008 2009 2010 2011 2012p 2013p 2014p 2015p 2016p

WORLD 12.7 11.6 11.7 12.6 12.7 12.6 12.7 12.7 12.7 12.7 12.7
Developed Economies 135 12.5 13.3 17.3 18.1 18.0 18.0 17.7 17.2 16.5 16.0
& European Union
Central & South-Eastern ~ 20.0 17.5 17.0 20.5 19.4 17.6 17.5 17.6 17.5 17.5 175
Europe (non-EU) & CIS
East Asia 9.3 8.0 9.1 9.3 8.9 9.0 9.3 9.4 9.6 9.7 9.8
South-East Asia 13.2 14.9 14.2 13.9 13.6 135 13.7 14.0 14.2 14.2 14.3
& the Pacific
South Asia 10.1 9.0 8.6 9.1 10.2 9.8 9.8 9.7 9.7 9.8 9.8
Latin America 15.8 14.1 13.7 15.6 14.5 14.3 14.3 14.4 145 145 14.6
& the Caribbean
Middle East 24.0 24.8 25.7 25.2 254 26.5 26.9 275 28.0 28.6 29.0
North Africa 28.7 23.8 23.0 23.6 23.1 27.9 27.8 276 27.3 26.9 26.7
Sub-Saharan Africa 12.9 11.5 11.5 115 114 11.5 11.5 11.5 11.4 114 114

43



Table 2b. Change in youth unemployment and unemployment rates
between 1998 and 2008 and between 2008 and 2011, by region

Change in youth Change in youth unemployment Change in youth Change in youth
unemployment (%), rate (percentage point), unemployment (%),  unemployment rate
1998-2008 1998-2008 2008-11 (percentage point), 2008-11

WORLD 0.7 -0.6 5.3 0.9

Developed Economies -12.1 -1.0 26.5 4.7

& European Union

Central & South-Eastern 224 -5.5 -3.8 0.6

Europe (non-EU) & CIS

East Asia -54 -0.5 -4.6 -0.1

South-East Asia & the Pacific 24.0 2.0 -6.4 -0.7

South Asia 7.5 0.1 10.2 1.3

Latin America & the Caribbean -8.9 -1.8 4.0 0.6

Middle East 30.9 1.8 1.7 0.9

North Africa -4.2 -3.4 18.8 49

Sub-Saharan Africa 17.8 -1.3 6.1 -0.1

Table 3a. Change in male youth unemployment and unemployment rates
between 1998 and 2008 and between 2008 and 2011, by region

Change in youth Change in youth unemployment Change in youth Change in youth
unemployment (%), rate (percentage point), unemployment (%), unemployment rate
1998-2008 1998-2008 2008-11 (percentage point), 2008-11

WORLD 1.9 -0.6 49 0.8

Developed Economies -6.8 -0.1 26.3 5.0

& European Union

Central & South-Eastern -19.6 -5.3 -4.5 0.4

Europe (non-EU) & CIS

East Asia -1.6 -0.8 -3.3 -0.1

South-East Asia & the Pacific 24.2 1.7 -7.2 -0.9

South Asia 7.4 -0.1 8.8 1.0

Latin America & the Caribbean -13.0 -1.6 4.6 0.6

Middle East 26.2 1.1 1.2 0.7

North Africa -10.0 -4.3 13.0 3.1

Sub-Saharan Africa 18.5 -1.0 6.0 -0.1

Table 3b. Change in female youth unemployment and unemployment rates
between 1998 and 2008 and between 2008 and 2011, by region

Change in youth Change in youth unemployment Change in youth Change in youth
unemployment (%), rate unemployment (%),  unemployment rate
1998-2008 (percentage point), 2008-11 (percentage point), 2008-11
1998-2008

WORLD -0.9 -0.6 5.8 1.0

Developed Economies -18.2 -2.0 26.8 4.4

& European Union

Central & South-Eastern -26.1 -5.7 2.8 0.9

Europe (non-EU) & CIS

East Asia -10.8 -0.5 -6.6 -0.1

South-East Asia & the Pacific 23.7 2.3 -5.3 -0.6

South Asia 7.7 04 13.6 19

Latin America & the Caribbean -4.7 2.4 3.6 0.6

Middle East 42.0 4.0 2.7 1.1

North Africa 5.7 -1.1 27.3 9.1

Sub-Saharan Africa 17.1 -1.7 6.2 0.0
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Table 4. Gross enrolment ratio in tertiary education, by region, 2000-09 (%)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

WORLD 189 20.0 215 22.5 23.4 24.0 24.9 25.9 26.5 27.1
North America 59.5 60.8 66.2 68.1 68.6 69.2 69.4 69.5 70.2 721
& Western Europe

Central & Eastern Europe 42.6 46.4 50.0 51.9 55.0 57.8 60.2 62.5 64.6 65.0
Central Asia 20.7 224 23.8 24.8 255 25.4 25.7 25,5 25.8 24.7
East Asia & the Pacific 155 17.2 19.2 20.9 224 23.3 24.4 25.4 26.3 27.8
South & West Asia 8.5 89 9.2 9.6 10.0 101 109 12,5 12.8

Latin America 22.7 24.4 26.1 27.5 29.2 30.9 332 354 36.9 37.2
& the Caribbean

Arab States 19.1 19.1 19.0 19.3 20.1 20.8 21.0 21.5 22.0 22.4
Sub-Saharan Africa 4.1 4.4 4.7 51 5.3 5.5 5.6 59 6.1 6.3

Source: UNESCO Institute for Statistics, online database,table 14.

Table 5. Gender gaps in youth labour force participation rates, by region, 1991, 2001 and 2011

Male (%) Female (%) Gap (percentage point)

1991 1991 2001 1991 2001 2011
WORLD 67.0 60.4 56.3 51.0 44.3 40.7 16.1 16.0 15.6
Developed Economies & European Union 58.8 54.4 49.7 52.4 49.1 45.6 6.4 5.3 4.1
Central & South-Eastern Europe (non-EU) & CIS 56.7 489 49.8 44.2 353 34.6 124 13.6 15.2
East Asia 75.3 60.9 59.0 78.0 68.1 61.6 -2.7 -7.3 -25
South-East Asia & the Pacific 65.6 64.0 59.3 52.5 49.4 451 13.2 14.6 14.2
South Asia 70.3 66.2 57.6 325 28.7 23.4 378 375 341
Latin America & the Caribbean 71.3 66.4 62.6 39.6 42.5 42.7 317 23.9 19.9
Middle East 57.2 50.9 46.7 12.6 13.7 13.1 44.6 37.2 336
North Africa 51.7 48.7 47.0 21.6 19.3 19.6 30.1 29.4 27.4
Sub-Saharan Africa 58.3 56.6 55.9 49.7 51.3 51.4 8.6 5.3 4.5

Table 6. Five-year average of youth labour force growth, thousands

1995-2000 2000-05 2005-10 2010-15
WORLD -1592 7132 -3541 -2901
Developed Economies & European Union -325 -637 -840 -325
Central & South-Eastern Europe (non-EU) & CIS -177 -147 -141 -788
East Asia -6447 1657 -511 -3937
South-East Asia & the Pacific 566 345 -470 -280
South Asia 1834 2837 -2924 465
Latin America & the Caribbean 440 298 -110 91
Middle East 426 429 -161 -147
North Africa 219 312 -217 -63
Sub-Saharan Africa 1872 2039 1832 2083
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Table 7. Unemployment rates by educational level, selected developed economies, 2000 and 2010 (%)

Country Unemployment rate, 2000 Unemployment rate, 2010 Change, 2000-10 (percentage points)
Primary Secondary  Tertiary Primary Secondary  Tertiary Primary Secondary  Tertiary
or less or less or less

Austria 8.1 4.2 2.2 85 3.9 24 0.4 -0.3 0.2

Belgium 10.3 6.8 2.7 15.3 8.1 4.5 5.0 1.3 1.8

Bulgaria 25.1 15.8 6.7 22.8 9.7 4.5 -2.3 -6.1 2.2

Cyprus 6.3 54 29 7.2 6.3 5.6 0.9 0.9 2.7

Czech Republic 22.6 7.8 3.0 25.0 6.9 2.8 24 -0.9 -0.2

Denmark 6.2 4.4 2.6 10.7 6.9 4.9 4.5 2.5 2.3

Estonia 25.2 14.7 4.8 31.0 19.3 9.3 5.8 4.6 4.5

Finland 18.7 11.1 5.2 16.1 8.9 44 -2.6 -2.2 -0.8

France 15.3 9.1 5.5 154 8.7 55 0.1 -0.4 0.0

Germany 12.6 7.9 4.3 14.9 6.9 3.1 2.3 -1.0 -1.2

Greece 9.2 15.1 8.1 12.5 14.4 9.8 3.3 -0.7 1.7

Hungary 11.5 6.4 14 24.9 10.5 4.7 13.4 4.1 3.3

Ireland 7.9 3.0 1.7 21.1 15.7 7.5 13.2 12.7 5.8

Italy 12.1 10.6 6.1 10.3 79 5.7 -1.8 2.7 -0.4

Latvia 21.3 14.8 7.2 31.5 20.1 10.3 10.2 5.3 3.1

Lithuania 23.6 20.2 9.3 39.2 21.7 7.7 15.6 1.5 -1.6

Netherlands 4.4 2.0 1.7 7.2 39 2.8 2.8 19 11

Norway 6.6 29 2.5 7.3 29 1.8 0.7 0.0 -0.7

Poland 21.8 17.0 55 17.6 10.5 5.0 -4.2 -6.5 -0.5

Portugal 3.9 4.8 2.8 11.8 11.3 7.2 79 6.5 4.4

Romania 4.2 9.4 3.6 6.1 8.3 54 1.9 -1.1 1.8

Slovakia 40.4 18.4 5.3 44.2 14.1 5.8 3.8 -4.3 0.5

Slovenia 10.8 6.9 2.2 11.7 7.5 4.3 0.9 0.6 21

Spain 15.2 13.8 10.9 27.3 19.2 11.3 12.1 5.4 0.4

Sweden 8.1 5.7 3.0 17.6 7.6 4.5 9.5 19 15

Switzerland 4.7 24 14 74 4.6 3.0 27 2.2 16

United Kingdom 8.8 5.0 2.5 13.7 8.2 41 49 3.2 1.6

Source: ILO (2011a), Key Indicators of the Labour Market, 7th edition (Geneva), table 14c.

46  Global Employment Trends for Youth 2012 N — E—



Table 8. Youth employment, poverty and NEET rates in selected developing economies, by sex (%)

Country Women Men
Employment-to- Poverty rate NEET rate Employment-to- Poverty rate NEET rate
population ratio population ratio

Benin 2003 58.2 38.0 20.1 435 43.6 14.9
Bhutan 2003 584 27.2 15.7 51.2 30.1 6.2
Bolivia 2002 418 179 20.7 60.2 19.6 5.0
Burkina Faso 2003  73.5 471 16.1 79.1 53.2 6.1
Cambodia 2004 76.1 378 13.4 78.6 37.8 6.7
Colombia 2003 354 13.2 43.2 55.6 16.3 26.2
Congo 2005 277 53.4 32.0 26.5 52.2 25.2
Gabon 2005 12.3 4.2 309 18.1 4.3 20.9
Guatemala 2000 411 11.2 44.4 79.8 10.9 6.0
Indonesia 2002 320 26.9 40.8 50.6 275 199
Jordan 2002 6.2 0.9 441 32.2 0.9 214
Kenya 2005 334 17.6 26.2 371 18.0 15.9
Liberia 2007 558 81.3 22.9 55.4 82.5 14.6
Mali 2006 55.6 45.0 29.6 66.2 48.8 11.3
Mexico 2004 314 1.3 374 59.3 1.5 10.4
Mozambique 2003 68.0 68.8 11.5 52.3 65.1 9.4
Nepal 2003 90.1 51.4 5.5 76.5 47.1 7.4
Nicaragua 2005 295 12.5 38.7 70.3 16.5 10.3
Niger 2005 22.8 58.5 67.9 614 61.1 21.3
Pakistan 2005 15.0 19.9 66.4 62.3 17.5 10.9
Thailand 2002 425 0.6 12.6 51.8 0.6 85
Togo 2006 63.6 32.3 13.3 59.0 385 6.3
Uganda 2005 65.0 42.8 10.7 65.4 43.6 4.6
Viet Nam 2006 52.3 19.5 11.0 55.5 18.2 8.3

Source: ILO (employment) and World Bank (poverty) calculations based on national household surveys.
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Annex 2. Note on global
and regional projections

Unemployment rate projections are obtained using the historical relationship between un-
employment rates and gross domestic profit (GDP) growth during the worst crisis/down-
turn period for each country between 1991 and 2005, and during the corresponding recovery
period."” This was done through the inclusion of interaction terms of crisis-year and recovery-
recovery dummy variables with GDP growth in fixed-effects panel regressions." Specifically,
the logistically transformed unemployment rate was regressed on a set of covariates including
the lagged unemployment rate, the GDP growth rate, the lagged GDP growth rate and a set
of covariates consisting of the interaction of the crisis-year dummy, and of the interaction of
the recovery-year dummy with each of the other variables.

Separate panel regressions were run across three different groupings of countries, based on:
(1) Geographic proximity and economic/institutional similarities.
(2) Income levels.”
(3) Level of export dependence (measured as exports as a percentage of GDP).*’

The rationale behind these groupings is the following. Countries within the same geographic
area or with similar economic/institutional characteristics are likely to be similarly affected
by the crisis, and have similar mechanisms to attenuate the crisis impact on their labour mar-
kets. Furthermore, because countries within geographic areas often have strong trade and
financial linkages, the crisis is likely to spill over from one economy to its neighbour (e.g.
Canada’s economy and labour market developments are intricately linked to developments
in the United States). Countries of similar income levels are also likely to have more similar
labour market institutions (e.g. social protection measures) and similar capacities to imple-
ment fiscal stimulus and other policies to counter the crisis impact. Finally, as the decline in
exports was the primary crisis transmission channel from developed to developing economies,
countries were grouped according to their level of exposure to this channel, as measured by
their exports as a percentage of GDP. The impact of the crisis on labour markets through the
export channel also depends on the type of exports (the affected sectors of the economy), the
share of domestic value added in exports, and the relative importance of domestic consump-
tion (for instance, countries such as India or Indonesia with a large domestic market were

' The crisis period is comprised of the span between the year in which a country experienced the largest drop in GDP
growth, and the “turning point year” when growth reached its lowest level following the crisis, before starting to climb
back to its pre-crisis level. The recovery period is comprised of the years between the “turning point year” and the year
when growth has returned to its pre-crisis level.

'® In order to project unemployment during the current recovery period, the crisis-year and recovery-year dummies were
adjusted based on the following definition: a country was considered “currently in crisis” if the drop in GDP growth after
2007 was larger than 75 per cent of the absolute value of the standard deviation of GDP growth over the 1991-2008
period and/or larger than 3 percentage points.

' The income groups correspond to the World Bank income group classification of four income categories, based on
their 2008 gross national income (GNI) per capita (calculated using the Atlas method): low-income countries, US$975
or less; lower middle-income countries, US$976 — US$3,855; upper middle-income countries, US$3,856 — US$11,905;
and high-income countries, US$11,906 or more.

* The export dependence-based groups are the following: highest exports (exports 270 per cent of GDP); high exports
(exports <70 per cent but 250 per cent of GDP); medium exports (exports <50 per cent but 220 per cent of GDP); and
low exports (exports <20 per cent of GDP).
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less vulnerable than countries such as Singapore and Thailand). These characteristics are con-
trolled for by using fixed-effects in the regressions.

In addition to the panel regressions, country-level regressions were run for countries with
sufficient data. The ordinary least squares country-level regressions included the same variables
as the panel regressions. The final projection was generated as a simple average of the estimates
obtained from the three group panel regressions and, for countries with sufhcient data, the
country-level regressions as well.

Refinement of the global and regional projections

In Q1 2012, at the time of production of the Global Employment Trends for Youth 2012 report,
57 out of a total sample of 178 countries had released monthly or quarterly unemployment
estimates for the whole year 2011 and ten for a portion of 2011. In three countries, estimates
were available through November; in four countries, estimates were available through Sep-
tember or Q3; and in three countries estimates were available through Q2. These monthly/
quarterly data are utilized in order to generate an estimate of the 2011 annual unemployment
rate. The 2011 projection for the rest of the sample (countries without any data for 2011), as
well as projections for 2012 onwards, are produced by the extension of the Trends Econo-
metric Models using the relationship between economic growth and unemployment during
countries’ previous recovery periods, as described above.

In generating the 2011 point estimate for the ten countries for which 2011 data are avail-
able, the first step is to take an unweighted average of the (seasonally adjusted) unemployment
rate over the available months or quarters of 2011, which is defined as the point estimate.
Around this point estimate a confidence interval is generated, based on the standard devia-
tion of the monthly or quarterly unemployment rate since the beginning of 2008, multiplied
by the ratio of the remaining months or quarters to 12 (for monthly estimates) or four (for
quarterly estimates).*" Thus, all else being equal, the more months of data that are available
for a country, the more certain is the estimate of the annual unemployment rate, with uncer-
tainty declining in proportion to the months of available data.

In order to integrate the short-term and medium-term trends in the movement of un-
employment rates, the above point estimate is adjusted according to whether the two trends
are in agreement.”” Specifically:

® If both trends are positive (negative), then the above point estimate is recalculated as a
weighted average of 60 (40) per cent of the upper bound and 40 (60) per cent of the lower
bound.

® If the two trends are in opposite directions, the unemployment rate of the latest month
or quarter available is assigned to the remaining months or quarters of the 2011, and the
above point estimate is recalculated as an unweighted average over the 12 months or four
quarters of 2011.

The underlyingassumption is that in cases where there is a clear upward (downward) trend over
two consecutive periods, the tendency will be for somewhat higher (lower) unemployment
rates than in the latest month of available data. In cases in which there is no discernible

! In cases where the ratio of the point estimate and the standard deviation is less than or equal to 5, the standard de-
viation is instead constructed since the beginning of 2009. The rationale is that the exceptionally high volatility of un-
employment rates during the early period of the global financial crisis is unlikely to persist over the short to medium
term. Rather, the most recent level of volatility can be expected to persist.

** The short-term and the longer-term trend are defined, respectively, as the percentage point differences between the
unemployment rate of the latest month M (or quarter Q) available and the unemployment rate of the month M-3 (or
quarter Q-1), and of the month M-6 (or quarter Q-2), respectively.
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trend over the past two periods, unemployment is expected to remain at the most recent
rate, and therefore more weight is given to the latest information available. The final 2011
unemployment rate estimate for these ten countries is equal to the adjusted point estimate.

Out of a total sample of 178 countries, 35 had released monthly or quarterly youth un-
employment rate estimates for the whole of 2011 and 14 for a portion of 2011 (five up to
Q2 and nine up to Q3). The same procedure is followed for the unemployment rate of the
youth sub-components for the countries with at least two quarters available in 2011. The
projections for the unemployment rate of the rest of the sub-components for 2011 onwards
are produced with the extension of the Trends Econometric Models, using separately for
each sub-component the same model specifications as for the total unemployment rate.
The nominal unemployment for the various sub-components estimated with the exten-
sion of the Trends Econometric Models is aggregated to produce a nominal total un-
employment, which may differ from what the above procedure estimates for total nominal
unemployment. The difference between the total nominal unemployment produced as the
sum of the sub-components and the total nominal unemployment estimated separately is
distributed among the sub-components in proportion to each sub-component’s share of
total unemployment.” These adjusted point estimates are the final point estimates for the
sub-components.

Confidence interval for the global and regional projections

For the projections for 2012 onwards, the confidence intervals around the projections are
generated with progressively smaller (more restrictive) significance levels the longer the pro-
jection period is, in order to reflect an increasing level of uncertainty with respect to labour
market conditions over time. In addition, countries are divided into three groups based on
the ratio of the standard deviation of their unemployment rate during the period from 1998
to 2008 to their 2011 unemployment rate estimate. In order to smooth the differences in the
confidence intervals between countries with high or low ratios, a lower significance level (and
therefore a wider confidence interval) is ascribed to countries with lower ratios to reflect the
higher uncertainty associated with labour market conditions in these countries. Many of these
countries have few reported unemployment observations and consequently estimates for these
countries tend to be based on econometric models, which result in less variation over time in
estimated unemployment rates.

Specifically, countries with ratios less than 0.06 are given a significance level of 15 per
cent in 2012, decreasing progressively to 5 per cent by 2016 (12 per cent in 2013); countries
with ratios between 0.06 and 0.20 inclusively are assigned a significance level of 45 per cent
in 2012, decreasing progressively to 35 per cent in 2016 (42 per cent in 2013); and countries
with the highest ratios (historical standard deviation greater than 20 per cent of the 2011 un-
employment rate), are given a 75 per cent significance level in 2012, decreasing progressively
to 65 per cent in 2016 (72 per cent in 2013).

In order to construct the confidence interval for each sub-component, the ratio of the
sub-component unemployment rate to total unemployment rate is applied to the upper- and
lower-bound estimates of the total unemployment rate.

Lastly, in order to encourage the reader to concentrate on the wide degree of uncertainty
surrounding the central projection instead of the precise central point, the unemployment
rate projections are presented along with the confidence intervals. The confidence intervals
are by default constructed symmetrically around the central projection and for the figures

* The underlying assumption is that the relationship between the total unemployment rate and GDP growth is better
understood than the relationship between unemployment rates of subgroups of workers and GDP growth.
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presented in the main text the confidence interval is divided into three bands. That is, within
the confidence intervals, it can be judged that there is a higher or lower chance that the un-
employment rate will be within each band. The choice of three bands in the figures is arbi-
trary. The central band, coloured with darkest shade, includes the central projection within
one-third of the confidence interval, the middle band represents the next one-third of the
confidence interval and the outside band with the lightest shade represents the whole con-
fidence interval.

For more information on the methodology of producing world and regional estimates,
see www.ilo.org/trends.
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