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SUMMARY

The global economi crisis has hit youth very hard. In the OECD area, the youth2415
unemployment rate rose by 6 percentage points in the two years to the end of 2009, to reach almost 19%.
There are currently nearly I8illion youth unemployed in the OECD area, about fmillion more than at
the end of 2007. And in countries like France and ltaly, about one active youth in four is unemployed,
while in Spain more than 40% of them are jobless.

An economic recovery is already ongoing in a number of OECD countries, buhdheesm
prospects for youth unemployment in the OECD countries remain rather gloomy. The recovery is expected
to be rather shallow in 2010 and to strengthen only in 2011. And given the large spare capacity
accumulated by many firms during the recessjoh, creation is likely to lag significantly behind this
modest recovery. In this context, the youth unemployment rate is expected to stay at a high level over the
next two years and many unemployed youth are likely to experigmodomged period of jobisness

Coping with a job loss in a weak labour markethen job offers are scarce and competition among
jobseekers is fierceis difficult for anyone. But for disadvantaged youth lacking basic education, failure to
find a first job or keep it for longan havenegativelong-term consequencem their career prospedisat
some experts refer tnegatweeffedissonfuduremwagesgad. emdogabildynlong t h e
spells of unemployment while young often create permanent scars throughnifie e&lects on a number
of other outcomes, including happiness, job satisfaction and health, many years later.

After a review of youth labour market developments in the OECD countries and the identification of
key underlying structural issues, this pagecusses what governmemuld do to minimise the possible
scarring effects of the crisis on youth and thus avoid a lost genertiont 3340% of schocleavers in
the OECD are estimated as being at risk, either because they cumulate multiplenthsgdvihe group of
socal l ed Al eft behind youthod) or because they fac
called fipoorly integrated new entrantso).

In the short term, a key policy priority is to provide adequate support especiallyttorgost at risk
of losing contact with the labour markét.two-thirds of OECD countries schetdavers are not eligible to
unemployment benefits unless they have worked a certain period of time (from four months in France to
one year more generallyJhey can however receive social assistance in case of social distress as from the
age of 18 (25 in France, Luxembourg and Spdihg first line of defence is to provide income support to
the unemployed youth to help them sustain their job search. And mamge for income support,
foll owing the fAmutual obl i gat i oegqured topsearch activedyl fa | y O
jobs and bagiven opportunities to participate in jgtacement activities and in training programmes. The
latter are espedig suitable for lowskilled youth jobseekers so as to consolidate their skills and enhance
their chances of finding a job when the economic recovery strengthens. That said, governments should not
underestimate the difficulties of implementing a labourkagpolicy based oacquiring skills first, work
later, particularly for disadvantaged youth. The international evidence from evaluations of training
programmes for disadvantaged youth is not encouraging, and when unemployment levels rise suddenly, it
maybe difficult to meet both quantity and quality objectives for training programmes.

A promising avenue is to promote more extensively apprenticeship corfoadbsv-skilled youth
where they can acquire at the same time skills and work experience. lapja&nticeships could pay a
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Afdoubl e dividendo: securing the transition towar o
a training commitment from the employer. In a downturn when employers are more reluctant to offer
places and some apprensicéose their job before completing training, governments could provide
subsidies to promote apprenticeship for unskilled young people and support measures to help apprentices
made redundant to complete their training. To enhance the potential stefipimgeffect of any
apprenticeship contract, employers should also be financially encouraged to hire their former apprentices
on a more permanent basis at the end of the apprenticeship.

The jobs crisis may also be an opportunity to tackle underlying fadfergiag the schoeto-work
transition. Further efforts should be made in many countries to ensure that no youth enters the labour
market without a recognised and valued qualification. This may imply that teenagers should be encouraged
to stay longer in agtation, provided that this is accompanied by measures to diversify educational choices
and focuses on the acquisition of a qualification that is valued by employers. Scheolutir@bso need
special attention from the education authorities to ensune rfr@ain engaged in, or-monnect with,
education through the completion of an upper secondary diploma or its equivalent, preferably with an on
thejob training component. Moreover, factors that tend to penalise youth even in good times should be
reconsi@éred. Youth areverrepresented among workers on temporary contracts. And while for many
these contracts are stepping stones into permanentgolmshers they tend to be dead erfdsducing the
gap between regulations for temporary and permanent ctstwall likely contribute to promote the
smoother transition of newcomers, including youth, from entry jobs with short duration to more stable jobs
that offer a good career prospect. Securing the s¢beebrk transition should go harid hand with
lowering the cost of employing lowskilled youthin their first job.
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RESUME

Les jeunes ont été trés sévérement touchés par la crise économique globale. Dans la zone OCDE, le
taux de chdbmage desujges (1524) a progressé de 6.5 points de pourcentage entre fin 2007 et fin 2009
pour atteindre prés de 20 (niveau désaisonnalisé). Il y a actuellement enviromilllbns de jeunes au
chémage dans la zone OCDE, soit enviromilions de plus que fin Z¥. Dans des pays comme la
France et Il 61l talie, environ un jeune actif sur g
cas pour plus de 40% dbdébentre eux.

La reprise économique est déja manifeste dans un certain nombre de pays. Pourtater@neoles

perspectivesont plutdtsombres pour le chbmage des jeunes darss| pays de | 6reptideE. En
resteret hésitante en 2010 et ne devierid@al us sol i de quden 2011. De pl 1
importantes inutilisées accumalés p ar l es entreprises pendant I a
cr®ations doéempl oi soient sensiblement retard®es

chémage des jeunes devrait rester a un niveau élevé durant les deux anmigment et de hombreux
jeunes chdmeurs sont susceptibles de connaitre une période prolongée sans emploi

Perdre son empl oi dans un march® du travail s al
gue la compétition est intense entre demandeu d 6 e mp | oi , est une situatior
travailleurs. Mai s pour |l es jeunes dm@fpas\amiverias ®s (

trouver ou garder un premier emploi peut avoir des conséquergggivesa long termesur leurs
perspectives de carriéce quecertainsexpets appellent des stigmatess. Au-dela des effetaégatifssur

leurs futurs salaires etdur employabilité, de longues périodes sans emploi pendant la jeunesse créent
souvent des stigmates permaneatgsar leurs effets négatifs plusieurs années aprés sur différents aspects
de la vie comme le bonheur, la satisfaction au travail ou la santé.

Apr s avoir pr®sent® | 6®vol ution du march® des:s
guestions impodntes qui se posent sur le plan structurel, doeument discute de ce que les
gouvernements devraient faire pour minimiser les stigmates que dapotisrait laisser aux jeunes ainsi
queler i sque doune gEdViIrér3e40 % des sogamteed il fOIRBeD.l e sont estir
particuli rement N ri sque parce quodi |l slaissés pourl e n't
comptee ) ou quodils sont confront®s ~ des barri res
des«ébutmt s en mab). ddi nsertion

A court ter me, |l 6urgence est de fournir une as
le plus de risque de perdre le contact avec le marché du tlasas.lesdeux i er s des pays d
lesjeunes alasot i e de | 6®col e ndébont pas droit ° des all/l
certaine période de temps (de quatre mois en France a un an plus généralsmenivent cependant
avoir recours © | 6aide sopiaaltérsdicel 4 6Lgrt deé®WBn ia:
au Luxembourg eten Espagne)a pri nci pale |l igne doéintervention ¢
jeunes chémeurs pour les aider a continuer a rechercher un enpmhange de cette garantie de revenu
et selon le principe desengagements réciprogues l es jeunes demasdewngagede
a chercher activement un emploi s voir offrir des possibilités de participer a dbspositifs leur
apportantde b ex p®r i ence p r adsepsogranonesn @el formatior tCes “derniers sont
particuli rement indiqu®s pour | es jeunes demande
gualifications et améliorer leurs chances de trouver un emploi quand la reprise économique sera

C
<
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vigoureuse. Cela dit, les gouvernements ne devraient pasessusi mer | es di fficul t ®s
une politiqgue du marché du travail basée auc q u ®r i r des comp®t enc,es do.
particuliérement pour les jeunes défavorisés. Les évalgatiomiveau international des programmes de
formation pour les jeunes défavorisés produisent des résultats peu encourageants. De plus, quand les
ni veaux de ch® mage augment ent soudai nement , il
programmes de faration en nombre et en qualité suffisants.

Une voie prometteuse est ddaugmenter de fa-on
offertes aux jeunes peu qualifiés dans lesquels ils peuvent acquérir a la fois des qualifications et une
expériencepr of essi onnel |l e. En fait, dlobGuap per ednitviisdseangdee op o
transition vers un emploi qualifié et baisser les colts du travail compensés par un engagement de formation
de |l a part des empl oyiglasresmployeQra som dlus réficents @ nfioirrdéselacesa | e r
déapprenti ssage et certains apprentis peublesnt pe
gouvernements devraient alors offrir deenesnobbvent.i
qualifiés et mettre en place des mesures pour aider les apprentis qui ont perdu leur emploi a terminer leur
formati on. Pour accentuer | 6ef fet potentiell eme
employeurs devraient aussi étre fio@mement incités a embaucher leurs anciens apprentis dans un contrat
plus permanent a la fin de leur apprentissage.

La crise de | 6empl oi devrait ®gal e mgaoentsdetlar e | 6
transition de | @a®modumlénientdirds @onpaiet iEtte ménées dans de nombreux
pays pour sbéassurer qubdaucun jeune ndentre dans |
valorisée. Atteindre cet objectif impliquerait que les moins de 20 ans soieniragées a rester plus
|l ongtemps dans |l e syst me ®ducatif, du moment gu
déobapprentissage et que | 6daccent soit mis sur | da
Ceux qui abandonnehtd ®c ol e ont ®gal ement besoin de | 6atten
pour assurer quobils ne perdent pas | e contact 0L

deuxiéme cycle du secondaire ou un équivalent, avec de préféremcéinmension de formation en
entreprise. |l faudrait de plus se pencher sur les facteurs qui ont tendance a pénaliser les jeunes méme dans
les périodes de bonne conjoncture Les jeunes sont surreprésentés parmi les travailleurs en contrat
temporaire. Mémegour beaucoup dbébentre eux, ces contrats
permanents, pordut res il s I es font entrer dans |l a pr ®cart
contrats temporaires et permanents pourrait contribuendrereplus fluide la transition des débutants,
particulierement des plus jeunes, de premiers emplois de courte durée vers des emplois plus stables qui

of frent de r®el | es perspectives de carri re. S
sdcconpagrerd une bai sse du c o0 %t associ ® ° | 6embauche
emploi.
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RISING YOUTH U NEMPLOYMENT DURING THE CRISIS: HOW TO PREVENT NEGATIVE
LONG-TERM CONSEQUENCES ON A GENERATION?

1. Introduction

1 The financial and economic crisis posing daunting challenges to youpgoplein every
country Schoolleaves arecompeing with more jobseekers for fewer vacancies, and employerge
becomevery selective in their hiring of new staffven for those youth already in the labour market but
with temporary jobs, the shetérm outlook is grim: thejhhave beermamongthe first to lose their jaband

are findingit particularly difficult to get another one (OECD, 2@DMore importantly, lowskilled youth
who even before the crisifaced multiple barriers infinding work, are now at high risk ofongterm
inactivity and exclusion.

2. The current crisis is exacerbating a number of structural problems that affect the transition from
school to work and the initial labour market experiences of youth with different levelsaattied While
governmentamust push forward with the necessary structural refortngy are also struggling to devise
suitable shorterm measures to cushion the impacts of the crisis on youtla way which, as much as
possible, aligns with the longégrm reform agenda of promoting more and better jobs for them.

3. The shorterm priority should be targeg youth most at risk of losing contact with the labour
marketand tacking the key underlininglabour marketproblems that were affecting the transition from
school to work for many yawg peopleaven before the crisis. Both for the shi@mm response to the crisis

as well as for the longgerm agenda of improving access to jobs and career progressions, thetmig)

need of ceordinated actions on multiple fronts, involving the education system, the labour market and the
welfare system.

4, This paperis organised as follows. Secti@rprovides an overview of recet¢welopmentsn the

youth labour market of OECD countries. Sectioohighlights the main structural issues affectihg
schootto-work transition and early career experiences of youth with different levels of education.
Sectiond discusses the key shaerm policy challenges to cushion the impact of the crisis enskt
youth, while Sectio® discussepolicy reforms that would be required to put youth on a better footing in
the labour meket on a more permanent basis.

1. In response to a mandate from OECD Ministers, the OECD has undertaken over the past three years a
thematic review oflobs for Youthin 16 countries. The nine riews undertaken in 20088 (Belgium,
Canada, Korea, Netherlands, Néealand, Norway, SlovaRepublic,Spain and Unite&ingdom) took
place against the background of a buoyant economy (OECD, 2007a, b, c, d; 2008a, b, c, d, f). The more
recently released catry reports (Japan in Decemt#908 Australia in April2009; France in May2009
Poland in November 200®nited States in December 2088d Denmark in February 2010, see OECD,
20089, 2009b, c, && and 2010) contain detailed recommendations on hoactdet youth unemployment
problems in the context of the current crisis. The last country report on Greece will be releaskdand
2010. A synthesis report highlighting the main issues and policy recommendations will be presented at a
High-Level Policy rum onJobs for Youth: Addressing Policy Challenges in OECD Countfiss
Forum jointly organised by the Norwegian Ministry of Labour and the OECD will take place on 20/21
September 2010 in Oslo, Norway.
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2. Recent trends in the youth labour narket

Condlitions before the economic crisis ands current impact

Before the onset of the economic crisis, youth labour market conditions had shown some improvement in
most OECD countrieé

5. Following the generaied improvements in labour market conditions observed in many OECD
countries over the decade ®00507, the youth unemployment rate declined slightly, fro6%1

in 199597 to 14.4% in 200507.2 Many countries experiencealdecreasing trend in youth unemyheent
(particularly Spain, Italy and Ireland and FinlandJonadrants A and Gigurel), but there are significant
crosscountry differences, both in the level of youth unemployment at the onset of the crisis, as well as in
the evolution of unemploymenh ithe preceding decade. The countries better placed at the onset of the
crisis were those with a relatively low youth unemployment rate or at least with clear signs of a decreasing
rate over the previous decadéetherlands and Denmark @uadrant CFigure 1).

Figure 1. Mixed performance of the youth unemployment rate in 2005-07 compared with the previous decade

As a percentage of the labour force

A Higher than OECD average in 2005-07 but decreasing meore than the OECD average
B Higher than QECD average in 2005-07 and increasing more than the QECD average
C Lower than OECD average in 2005-07 and decreasing more than the OECD average

D Lower than OECD average in 2005-07 but increasing more than the OECD average
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How to read the figure? Denmark located in Quadrant C had a youth unemployment rate of 7.8% in 2005-07 and experienced a
decrease of 1.9 percentage points of its rate compared with 1995-97.

Source: National labour force surveys.

2. In this documentthe youth population commés the 124 age groufl6-24 for Iceland, Norway, Spain,
Sweden, the United Kingdom and the Uniftdtes) and the adult population the52bage groupexcept
whenotherwise specified

10
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ébut ienvegpood ti mes, youth tend to be more vulnerab
6. The observed improvements in youth labour markets over this period cannot, however, hide the
relatively higher vulnerability of youth tonemplyment and inactivity (Tabl&).
Table 1. Scoreboard for youth, 1998 and 2008
Australia Canada Japan United States EU15? OECD"
1998 2008 | 1998 2008 | 1998 2008 | 1998 2008 | 1998 2008 | 1998 2008
Employment rate
(% of the age group) 59.9 64.3 525 59.6 44.6 41.4 59.0 51.2 41.5 43.0 44.5 43.9
Unemployment rate (UR)
(% of the labour force) 14.6 8.9 15.2 11.6 7.7 7.2 10.4 12.8 16.7 14.6 14.8 13.2
Relative UR youth/adult
(15-24)/(25-54) 24 2.6 2.1 2.3 2.3 1.9 3.0 27 23 2.8 2.4 2.8
Unemployment to population
ratio (% of the age group) 10.3 6.3 9.4 7.8 3.7 3.2 6.9 7.5 7.6 6.8 7.1 6.1
Incidence of long-term
unemployment
(% of unemployment) 19.0 8.6 5.8 2.1 133 238 4.9 7.1 28.1 21.4 218 18.8
Incidence of temporary work
(% of employment) - - 27.5 27.2 20.5 26.0 - - 35.0 39.9 30.2 35.4
Incidence of part-time work
(% of employment) 420 405 | 453 449 235 258 34.7 34.1 205 25.4 205 2438
NEET rate
(% of the age group)® 12.9 8.7 11.4 9.7 7.7 7.6 10.8 11.2 11.8 10.2 13.4 112
School drop-outs
(% of the age group)® 19.4 12.8 9.6 8.6 41 45 9.9 7.9 16.7 13.3 17.0 14.4
Relative UR low skills/high skills
(ISCED<3/ISCED>3)° 3.0 3.5 2.6 2.6 3.6 5.8 4.5 2.0 2.0 2.4 2.2
ISCED 3: International standard classification of education referring to upper secondary education; NEET: neither in employment, nor
in education or training; UR: unemployment rate.
a) Un-weighted average for the following 15 European Union countries: Austria, Belgium, Denmark, Finland, France, Germany,
Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, Sweden and United Kingdom.
b) Un-weighted average for the 30 OECD countries.
c) 1997 and 2007.
d) Share of youth not in education and without an ISCED 3 educational attainment; 1997 and 2007; 2003 instead of 2007 for Japan.
Source: National labour force surveys; and OECD Education database.
7. In 2008, the youth/adult unemployment ratio was 2.8 on average in the OECD area, with large

differences across countries (Fig@je In fact, all the countries are locatabve the line where youth face
the same risk of unemployment than adults. Germany has the lowe¢t faYjdargely because of a rather
successful apprenticeship system that ensures a relatively smooth transition froricsalooklfor most

youth (Dudi, 2008).The ratio was between 2 and 3 in most OECD countries, between 3 and 4 in seven

countries (Denmark, Finland, Italy, Korea, Néealand, Norway and Unite€éingdom) andabove4 only

in Iceland and Sweden. Young workers are disproportionately affdstelabour mobility in Sweden
wo r kie FirstOatr @

because the

maj ority

of

strictly enforced in case of layffs (OECD, 2008hj.

3. Seealsot he

vocational education and trainifgET) in Sweden does naucceed ifrmaking studentsfjob-readyo i

O

ECD report

on

young

ounl

fiLear ni tnegses fthatr uppdrosécendaiy n

d el

Swi

creating a potential mismatch in a labour market governed by collective agreements in which employers

may be reluctant to takexsuch young people (Kuczeszhal, 2008).

11
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Figure 2. Youth face a much higher risk of unemployment than adults, 2008

As a percentage of the labour force
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How to read the figure? Al | count r iEqsuaabooviei ntehehafive a higher yout hs Honexamplé oy ment |

in Sweden, youth have an unemployment rate that is more than four times that of adults compared with three times in Greece and
twice in Japan.

Source: National labour force surveys.

éand they have already been hard hit by the reces

8. Available statistics up to the fourth quarter of 2009 for most countries suggest a marked increase
in youth unemployment since the recession began, up 18.8% in the OECD area3fFiylités average

rise of 5.9 perceage points over the past two years is well above the comparative hike in total
unemployment (2.5 percentage points). It implies that neamjilibn youth have joined the ranks of the
unemployed during the crisis. The most significant increases haverdm@ded in those countries most
affected by the crisis already in 2008 and early 2009, namely Sypal Ireland with respectiveR4.7
and18.5 percentage points increase in youth unemployrateg compared with the fourth quarter of 2007
(Quadrant B, Fgure3). In Spain, most of the job losses were recorded among workers on temporary jobs,
many of whom are youth.

4, The figures are neeeasonally adjustedhe corresponding seasonadlgjusted youth unemployment rate
is 19.7%. Theestimated change in youth unemployment refers to the period from the third quarters of 2007
and of 2009 for Australia, Greece, Iceland, Italy, Mexico, New Zealand, Norway, Turkey and United
Kingdom and between the fourth quarters of 2007 and of 2009 for all other OECD countries.
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Figure 3. Significant deterioration of the youth unemployment rate in 2007-09%

A Higher than QECD average in Q4-2009 but increasing less than the OECD average
B Higher than QECD average in Q4-2009 and increasing more than the QECD average
C Lower than OECD average in Q4-2009 and increasing less than the OECD average
D Lower than OECD average in Q4-2009 but increasing more than the OECD average
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Difference in youth unemployment rate between Q4-2009 and Q4-2007

How to read the figure? The youth unemployment rate reached 43.5% in Spain (located in Quadrant B) in the fourth quarter of 2009,
an increase of 24.7 percentage points since the fourth quarter of 2007.

a) Non-seasonally adjusted rates referring to the fourth quarter for all countries, except for Australia, Greece, Iceland, Italy, Norway,
Turkey and United Kingdom for which data refer to the third quarter.
Source: National labour force surveys.

Youth unemploymeig expetedtor e mai n high in 2010 and 2011¢

9. Figure4 presents estimates of tHikely evolution of youth unemployment rates 2010
and2011. These estimates are based on the latest OECD economic projéctidogember2009
(OECD, 2009f)and on the assumption that the youth to overall unemployment rate remains constant at its
level on the third quarter of 2009 throughout the projection peYiodth unemployment ratesuld reach
in 2010 on averagk9% for G7 countries20.5% for OECD countriesand about 2846 for EU countries
(Figure4). It represents a hikeespectively of 6,7 and 8percentage pointsree the onset of the crisis
in 2007. Among G7 countries Japans expected t@xperiencea rather stablgouth unemployrant rate
in 2010 and 2011, while some easing is expected in thted)Statesand Canadabut only from the
seconehalf of 2010. Inthe other foulG7 countries(France Germany, Italy and United Kingdog slight
further increase in the youth unemploymeate is expected over the next two yeditse main message is
thatin OECD countriesin the early 2010syouth unemployment rates should be everywinemnehhigher
than thé precrisis leves, in particularthree timeshigher in Irelandandtwice higherin Spain.Eventhe
bestperforming countries such as Denmark and the Netherlands séxqedience 2010 a significant
increase in their youth unemployment sabefore they stabilise at a twaligit level (around 14.1%)
in 2011.
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Figure 4. Persistence of high youth unemployment rates in 2010 and 2011a

Youth unemployment as a percentage of youth labour force
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a) Projections of youth unemployment rates by country for 2010 and 2011 are based on the seasonally-adjusted youth
unemployment rates for the third quarter of 2009 projected following the latest OECD projections by country of the total
unemployment rate and holding constant the ratio of youth to total unemployment rate of the third quarter of 2009.

Source: National labour force surveys and OECD (2009f), OECD Economic Outlook, No. 86.

A number of factors make youth particularly exposed to a major downturn
Youth unemployment is more responsive to the busindescyc

10. Across the OECD area, youth unemployment is more responsive to the business cycle than adult
unemployment, particularly in some of the continental European countries and the transition economies of
Eastern Erope (Figured). A number of factors contribute to explain the higher busiogsle sensitivity

for youth in the labour market, but the dominant interrelated factors are their disproportionate presence
among those holding temporary jobs and the&h concentration in certain cyclicallgensitive industries

such as constructigq© ECD, 2009hb)
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Figure 5. Youth unemployment is more responsive to the cycle than adult unemployment?®

% point change in the response to a 1 % point deviation from the growth rate of potential GDP, 1996-2007
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Adult unemployment rate elasticity

How to read the figure? Across the OECD, a 1 percentage point deviation from the growth rate of potential GDP in the period 1996-
2007 has led to a 0.65 percentage point change in the adult unemployment rate. But the youth unemployment rate has changed by
almost 1.4 percentage points.

a) The fAsame

sensitivityo

line represents

t h e ity todhe busimess cygle is the s

same as that of the adult unemployment. Countries above this line have a higher sensitivity of the youth unemployment rate than that

of adults and vice versa.

Source: Estimations based on National Labour Force Surveys and OECD National Accounts database.
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wi t Kiscaaringd effecks footlie most disadvantaged youth

wher e

Coping with a job loss in a recession and the likely protracted period of unemployment is

difficult to hande for all workers. For most youth, the substantial effects of early unemployment on
subsequent labour market and social outcomes have been found to be tempothey, diminish with

time. But for disadvantaged youth lacking basic education, a failutteeir first experience on the labour
market is often difficult to make up and may expose themtelloags t i n g
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Box 1. The potentially scarring effects of unemployment on youth

AiScarringo means that t h éoymere wik inceease fituré enancplyment risks anel/orp
reduce future earnings, mainly through effects associated with human capital (i.e. deterioration of skills and foregone
work experience) or signaling effects (i.e. periods of unemployment convey a signal of low productivity to potential
employers). The longer the unemployment spell lasts, the more individual productivity will be affected and the lower the
level of initial qualification, the longer the scarring effects are likely to last.

Most studies find that, on average, early youth unemployment has serious negative effects on incomes, but not
as strong effects on future risk of unemployment (Ellwood, 1982, and Mroz and Savage, 2006, using the US National
Longitudinal Survey of Youth; Gregg, 2001, Gregg and Tominey, 2005, and Arulampalam, 2001, using the UK National
Child Development Study). While the reduced employment effects are estimated to be short-lived by Ellwood (1982)
and Mroz and Savage (2006) in the United States. Gregg (2001) suggests that youth unemployment does impose a
long-lasting unemployment scar in the United Kingdom: an extra three months unemployment before age 23 led to
another extra two months out of work (inactive or unemployed) between ages 28 and 33. But most studies agree that
what appear to persist are the effects of lost work experience on wages. Mroz and Savage (2006) found that a six-
month spell of unemployment at age 22 would result in an 8 percent lower wage at 23 and even at ages 30 and 31
wages were 2-3% lower than they would have been otherwise. And Gregg and Tominey (2005), controlling for
education, region, wealth of the family and personal characteristics, found a scar from one year of youth
unemployment at the age of 22 in the range of 13-21% twenty years later in the United Kingdom. In particular,
unemployment immediately upon graduation from college is associated with substantial and permanent future earnings
losses (Oreopoulos et al., 2008; Gartell, 2009). The potentially long-lasting effects of unemployment among youth also
depend on the overall labour market conditions in which it takes place.

More generally, Bell and Blanchflower (2009) find evidence that spells of unemployment while young often
create permanent scars through its harmful effects on a number of outcomes i happiness, job satisfaction, wages
and health T many years later. Moreover, spells of unemployment tend to be particularly harmful to the individual 7
and to society i when the most disadvantaged youth become unemployed. This involves significant social as well
as economic costs.

3. Main structural issues affecting youth labour markets

Education mattes

Access to employment is closely asfodad wi t h educati on achievements

12. There is a high disparity iemployment among youth having left education in OECD countries.
In general, education pays: the employment rate of youth ag2@é h&ving left education with a tertiary
diploma is higher than the employment rate of those with an upper secondary dipliotajswin turn
higher than tht of those wih no diploma, except in ItalfFigure6). Many unskilledschoolleaves are il
prepared fortml ay 6 s | ab our ofmemruppertsecondaty edudatere dualification, generally
regarded as the minimum cesdial required for successful labour market entry and a basis for further
participation in lifelong learning, puts them at a disadvantage in the labour market.

16
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Figure 6. High disparity of employment rates of youth aged 15-29 having left education by educational
attainment?and country, 2007

As a percentage of youth aged 15-29 having left education
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How to read the figure? In Italy, the employment rate of 15-29 out-of-school in 2007 was 66% for tertiary graduates, 72% for upper
secondary graduates and 53% of youth without qualification.

a) The share of youth in employment with less than upper secondary education is indicated in parenthesis for each country.
Source: OECD Education database.

ébut educat i setheqaalitysobjobs youthlhave ataess to

13. Many youth jobs are temporary. The incidence of temporanfoyment among young workers
aged 1524 was 35% in 2008n average in the OECD areanincrease of almosh percentage points
sincel1998(Figure7). The incidence of temporary contracts differs aaloibss countriedt least half of

all young workershawe a temporary contract in Poland, Spain, Sweden, Portugal, France, Germany and
Switzerland® But this proportion falls to 20% or less in Hungary, the Czech Republic, the
SlovakRepublic, Turkey and the Unitédngdom.

5. In Germany and Switzerlantemporary contracts are mainly apgiesship contracts.
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Figure 7. The precariousness of youth jobs has increased in most OECD countries, 1998 and 2008%

Temporary employment as a percentage of youth employment
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How to read the figure? The proportion of temporary employment in youth employment was 63% in 2008 in Poland and increased of
30.4 percentage points during the last decade.

a) Data for Greece refer to 2001 instead of 2008; for Mexico to 2004 instead of 2008; for Poland to 2001 instead of 1998.
Source: National labour force surveys.

14. However, the increase in the incidence of temporary jobs should not necessarily be regarded as
negative in terms of the career prospects of those youth hdlusg jobsFor many youth,e@mporary
contracts are more often a stepping stone to a permanent contract than a deadnendthe nine
European countries where data are available, the probability for youth of getting a permanent job one year
after beingon a temporary job is higher than after being unemployed (F&ur€his probability is
generallyhigher for youth withtertiary educatiomhanfor those with lower levels of education

Figure 8. Towards stable youth employment: impact of unemployment and the stepping-stone effect of
temporary jobs

Estimated probability of being on a permanent contract in 2006 conditional on the status in 2005,
by educational level

70

OUnemployed a year earlier ATemporary job a year earlier
60
a3 1+ a
50 | ' i p H A
i i A i : : : &
40 1 1 1 1 1 1 1
i i i i : i A i i
1 1 1 1 1 1 A 1 1 A
SO i i i i i i A i i i i
i i i i . i A i i o i i i
20 : : : : 1 : : A ] ] ] 1 1 4 1
1 1 1 1 1 1 1 [ 1 1 1 1 1 1 1
1 1 1 1 1 1 1 1 1 A 1 1 1 1 1
10 | |1 i H i i i i i i i i ; i i |—%—| i .
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
0 i i H i H H i i i i i i H H i i i
Total Tertiary| Total Tertiary] Total Tertiary| Total Tertiary| Total Tertiary| Total Tertiary| Total Tertiary| Total Tertiary| Total Tertiary!
United Kingdom Ireland Belgium Luxembourg France Greece Finland Italy Spain

How to read the figure? In France, the probability of being on a permanent contract for a young person in 2006 was 15% if s/he was
unemployed in 2005 and 20% if s/he was on a temporary contract in 2005. The probability is higher for a young person with a tertiary
education (respectively 17 and 25%).

Source: European Survey on Income and Living Conditions (EU-SILC) 2005-2006 and the British Household Panel Survey for the
United Kingdom.

6. See Cockx and Picah (2009) who find that shefived jobs (lasting less than one quarter and
involuntarily ending in unemployment) tend to be stepping stones teldsitigg jobs (lasting more than
one year) for Belgian lonterm wtnemployedschootleaves.
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Employment outcomes are singly influenced by the length and quality of the transition from school to
work

Two groups of youth are particularly at risk of poor employment outcomes

15. Only a small fraction of youth settles into career empleyhor persistent inactivity shortly after
leaving education. Many youth move in and out of the labour market before finding a job that offers them
career prospects and some stabil@dyherswithdraw from the labour market for a prolonged period of time

or return to education. And even among those who quickly move from school to employment, the labour
contract may only be of short duration and/or with limited career prospects. While some of those on these
precarious and/or temporary jobs swiftly move torenstable and promising jobs, others cycle between
precarious jobs and unemployment or inactivity.

16. In a detailed examination of the duration and outcomes of the sihaolrk transition in a wide

range of OECD aeuntries, the OECDJobs for Youthreview identified two groups that face particular
difficulties in getting a stable job after leaving school: the groupa@fsol | ed Ayouth | ef't k
groupofsec al | ed-i ipegr hy ed Therenisae mytrroaurpt soof. fiyout h | eft
OECD countries buintkgrgtedpnefv Bpborhysodo i s par
Italy, Japan and Spain.

17. While the characteristics of the groupymuth left behind differ from one country to another,

they share the common fact of cumulating multiple disadvantages. Youth in this group tend to lack a
diploma, come from an immigrant/minority background and/or live in disadvantaged/rural/remote
neightourhoods. The size of this group can be proxied by the number of young people who are neither in
employment, nor in education or training (NEET). This group represented 11%2sFyEarolds on

average in the OECD in 2007. Among them, two in three wesady} far removed from the labour
market, either because they had been unemployed for more than a year or were inactive and did not seek a
job (Figure9).

Figure 9. NEET® youth at risk of losing contact with the labour market, 2007

As a percentage of the youth population

How to read this figure? In the United Kingdom, 14.3% of youth were NEET in 2007 of which 34% short-term unemployed, 7% long-
term unemployed and 59% inactive,

a) NEET youth refer to youth neither in employment, nor in education or training.
Source: National labour force surveys.
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