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Executive summary

This introductory working paper provides the background information necessary to

permit analysis for the project, i Soci al Exclusion of Yout h in
Disadvantage, Coping Strategies, Effectve Po |l i ci es and Tr Boousifge r , EXCE
on recent school leavers in European countries, it compares various indicators for

youth labour market exclusion and insecurity which are based on several micro-data

sources. The report interprets the situation on the labour market during three periods

and it is built around three main research topics: labour market exclusion, insecure

employment and the labour market transitions affecting recent school leavers. The

main results of this report in summary are:

9 recent school leavers experience more disadvantage on the labour market than
prime age workers: they are more likely to be unemployed or NEET (neither in
education, employment nor training),

i1 the labour market situation of recent school leavers was damaged by the
current economic crisis in the majority of European countries (except Germany),

9 unemployment of recent school leavers varies considerably between the
European countries; Greece, Spain, Italy and Croatia provide the worst
employment prospects for graduates,

7 educational attainment is the most important factor that improves the chance of
recent school leavers to enter the labour market,

9 labour market insecurity for recent school leavers is closely related to labour
market policy and country specific employment regulations,

9 in Southern Europe recent school leavers are overrepresented as temporary
and part-time workers and are forced into these types of employment owing to
the lack of available permanent job contracts,

9 in post-socialist countries, atypical, insecure forms of employment are a rare
phenomenon for both recent school leavers and prime age workers,

9 in Spain, Greece and Italy, the labour market exclusion of recent school leavers,
as depicted by high unemployment rates, overlaps high employment insecurity,

9 labour market entry trajectories differ between EU countries for recent school
leavers. In Southern Europe and some post-socialist countries there is low
labour market mobility, while in Austria and The Netherlands, and the UK, the
transition of recent graduates into employment is much faster.



Unemployment rates are higher among recent school leavers than among the prime
age workers in all EU-countries. However the size of this gap varies across countries,
as does the level of unemployment among recent school leavers. Whereas in Germany,
less than 10% of recent graduates do not have, or are looking for a job, in Greece this
proportion exceeds 50%. This difference cannot be entirely explained by the young
peoplebds characteristics such as gender
driven by the macroeconomic situation and labour market conditions of a particular
country.

This disparity was also further reinforced by the recent economic downturn. The impact
of the crisis on the labour market position of young people was not uniform. In some
countries the unemployment rate of recent school leavers increased considerably in
2010 and then started to decline, while in others unemployment rates accelerated after
2010. Germany, however, was the only EU member state where the unemployment
rate for recent school leavers declined, reflecting the overall labour market trends in
Germany.

Following 2007, the gap has widened in most of the European countries between
unemployment rates of recent school leavers at different educational levels, with the
exception of Germany, the Slovak Republic and Romania. This is alarming, since it
reflects growing inequality between young people; those with low levels of educational
attainment being the most affected by recent economic changes. Gender differences
are less apparent with regard to labour market exclusion. In most countries men
constitute a slightly larger proportion of the unemployed than women, but the difference
is relatively small. In the Ukraine, however, the gender gap in youth unemployment is
more evident, with substantially higher rates amongst males (38% as opposed to 62%
for young women). The gender profile for unemployment has changed during the crisis
and can be explained by the gender-specific industries affected most by the slowdown,
such as the male dominated construction, manufacture and finance sectors.

In addition to the growing number of unemployed, recent graduates not in education,
employment or training (NEET) have increased and the profile of the NEET population
has also changed. In 2007, in most EU countries, inactive youth constituted the largest
NEET sub-group, while by 2013, unemployment prevailed. The NEET indicator is
closely associated with educational attainment: the lowest level of education predicting
the lowest chances of being in education, employment or training. However, country
differences in this respect are worthy of note. Immediately after lower secondary
education, the lowest rate of NEET for recent school leavers can be observed in
Denmark (32%) and the highest, in Bulgaria and Croatia (over 90%). For university
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graduates, the differences between countries are much smaller. Overall, a slightly
greater proportion of women are NEET than the employed, however, the difference is
small, whilst profiles also differ by gender. Women are more often inactive and men
more likely to be classified as NEET by unemployment.

In the EU, temporary contracts are more widespread among recent school leavers than
for workers aged 30-59 years. The largest gap is in Italy, where only 10% of prime age
workers have short-term contracts, while for recent school leavers the figure is five
times higher. This clearly highlights the disadvantages faced by young workers and
their significantly greater exposure to labour market insecurity. Country differences
should, however, also be mentioned, as the possibility for this type of contract relates
closely to specific labour market legislation, so in some post-socialist countries such
contracts are rare, both for young and middle age workers.

Since 2007, the proportion of fixed-term contractsamong recent school leavers slightly
increased, but to a much smaller extent than indicators of labour market exclusion. The
strongest growth was observed in countries with a high share of temporary contracts
(The Netherlands, Croatia, Italy). The correlation between educational attainment and
temporary job contracts is not conclusive. As in most of the EU, there is a
disproportionate share of workers with lower secondary education with fixed term
contracts, while there is overrepresentation of recent, university graduates among
temporary workers in some countries. Moreover this type of job contract is not related
to gender. In most countries there is no relationship between gender and the incidence
of temporary work contracts.

Temporary employment as shown in our report is predominantly involuntary. On
average across the European countries, in 2013, 61% of those who have temporary
work cannot find a permanent job. Furthermore, the proportion of people with
involuntary temporary contracts has increased in by 15% between 2007 and 2013.

Unlike temporary employment, part-time work is evenly distributed between age groups.
In most European countries, prime age workers with such contracts proportionately
outnumber recent school leavers. However, here again, the differences between
countries are greater than differences within countries, although, since 2007 the
proportion of recent school leavers working part-time in European countries has
increased by roughly 50% (from 9%). Part-time employment more than doubled,
proportionately, between 2007 and 2013 in Spain, Ireland, Portugal, Cyprus and ltaly.
While analyzing motivation of recent school leavers to take part-time work, there is no
uniform picture. In Southern European countries, more than 80% of respondents
claimed to be forced into this kind of job owing to their failure to find full-time positions,
whereas in Benelux and Germany only 30% considered their part-time status



involuntary. In post-socialist countries, temporary contracts and part-time employment
are rare.

Despite the disproportion of part-time workers with lower secondary and upper
secondary education in some of the EU countries, in a number of countries there is no
association between level of education and part-time employment. According to the
figure, part-time employment is dominated by women, although the relationship is not
significant in countries where part-time work is, in general, a marginal phenomenon.

Subijective insecurity of recent school leavers in the labour market is similar to that of

the overall working age population. Even though we know, from the literature, that

workers with the shortest tenure are more likely to lose their jobs followingt he Af i r st i
first 0, uhis s nqt ceflectedyn y o u n g p subjpctive Giews and opinions

recorded in the EQLS dataset. Gender differences among recent school leavers are

also in line with the main working age group: both younger and prime age women are

slightly more worried about losing their jobs than are men.

The proportions of informal workers do not differ much between the general and recent
school leaver populations. However, there are some exceptions: percentages of recent
school leavers working without contracts in Bulgaria, Denmark, Italy and Slovenia are
clearly higher than for the general population. Moreover, lesser educated groups are
clearly overrepresented among those working without contracts.

Large disparities were observed between labour market transitions of recent school
leavers depending on country. While in Finland, The Netherlands and the UK, young
school leavers often change their labour market status i on average three times during
the three years after finishing school, in the Czech Republic and Bulgaria, movement
between jobs is less frequent. While negative, per se, low labour market mobility is
especially worrisome in countries with high unemployment and inactivity rates. As
previously mentioned, the labour market situation for recent school leavers is closely
related to their educational attainment. In general those with lower upper secondary
education spend on average one year in inactivity, 11 months in unemployment and 13
months in employment, over three years. By comparison, graduates with post-
secondary education, work for 30 months on average, spending only six months either
in inactivity or unemployment.

It is hard, to accurately define the relationship betwee n r ecent school |l eave
market mobility and employment policy characteristics. However, in countries which

invested relatively little on active or passive, labour policy measures, lower episodic

employment of young school leavers was observed, while for those with the highest

rates, the converse was salient.



This working paper provides a quantitative background for the analytical work
conducted i n t he project AiSoci al Excl

us

Disadvantage, Coping Strategi es, Effective Policies and

objective of the EXCEPT project is to provide a comprehensive understanding of the
consequences of youth labour market vulnerability to the risks of social exclusion in

a~

Europe. Specifically, implications of labour market exclusion and insecuritesony out h é s

risks of poverty and material deprivation, their subjective well-being and health, as well
as their ability to reach independence from the parental home are investigated in a
mixed-methods approach. While succeeding papers will examine the consequences of
the labour market exclusion and insecurity, the aim of the present paper is to depict the
situation of youth at the European labour market in a form of quantitative, comparative
analysis based on the European Labour Force Surveys (EU-LFS), the EU statistics on
income and living conditions (EU-SILC), and the European Social Survey (ESS). In
addition we use the Ukrainian Labour Force Survey (ULF) and Ukrainian data received
from the State Statistics Committee of Ukraine to depict the situation in Ukraine.

Ukraine is not a part of the European Union, but the EU and Ukraine signed the Deep
and Comprehensive Free Trade Area on 27 June 2014 as part of their broader
Association Agreement. The reflection of the Soviet past of the country is still visible in
the structure of the economy, higher share of rural populationi the heritage of agrarian
specialization in USSR, and supply driven education creating mismatch on the labour
market. There is also a substantive brain drain to the European countries as Ukrainian
higher education fails in competition to European neighbours. At the same time,
Ukraine™ labour market is yet to face the difficulties encountered by new EU members.
For example, Ukraine is the lowest wage country in Europe. The minimum wage in
Ukraine is set at a low level of 35% of the average wage compared to the EU where
the minimum wage ranges from 33 to over 50% of the average wage, therefore it may
not be so detrimental to youth employment as in the EU countries. The mentioned
features of the Ukrainian labour market allow for tracking which features of the youth
employment conditions can be rather explained by the EU-specific institutions, and
which are driven by other forces. At the same time, different economic and regulatory
settings enrich the analysis and benefit policy recommendations. It makes this study
unique in terms of set of countries under consideration and allows for putting Ukraine
on the map of European studies.

The notion of social exclusion relies heavly on t he concept ofc
meaning is closely related to income inequality and to the existence of disadvantaged
groups in the society, while its broader definition goes beyond that and also includes
the social and cultural aspects of disadvantage (Atkinson and Da Voudi 2000). It
should be also mentioned that the EU Youth Strategy 20101 2018 adopted a more
holistic approach to the social inclusion of young people. It focuses not only on equal
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opportunity for young people in education and the labour market but also addresses
their active participation in the society. Yet, in the practical dimension the policies
combating social exclusion focus predominantly on reintegrating unemployed or
inactive into the labour market. Therefore, the main objective of this paper is to analyse
the situation of young persons on the labour market, and to reveal the characteristics
and scope of existing disadvantages.

There is a vast literature on the situation of young people in the labour market. The
majority of studies indicate that unfavourable experiences in the labour market early in
the career could lead to negative long term consequences in economic, financial,
psychological, and social aspects of life. Especially not being in employment, education
or training (NEET) may results in insecure and poor prospects of future employment
and lower earnings (Gregg and Tominey 2005b). Unemployment incidence have
impact on mental (Strandh et al. 2013; Reneflot and Evensen 2014) and physical
health issues (Bartley 1994;). Yet, as showed by (Nordenmark et al. 2015) disengaged
NEETSs are the most affected, as they have poorer health than young unemployed and
those in employment. There are also huge societal and economic costs associated with
the detachment of young people from the labour market. As claimed by Godfrey,
Bradshaw, and Hutton (2002), economical loss from non-participation of young people
in the labour market can be evaluated at up to 1.2% of GDP (EU-26, 2011), with
difficult to assess, but also high additional societal costs. It is argued that the group
which needs the most support are young unemployed or inactive people not in
education or training. Therefore, to illustrate the labour market exclusion, we will focus
on two major sides of youth labour market insecurity: unemployment and inactivity.

Another important aspect of participation of young people in the labour market is
employment insecurity. To ease youth integration into the labour market, a deregulation
of employment protection legislation (EPL) along with special policy measures have
been advocated and adopted in some countries. However evidences of the effects of
the deregulation of EPL on youth unemployment are inconclusive, and does not
provide simple policy recommendation (Noelke 2015) in some countries with greater
flexibility of work arrangements young cohorts or school leavers experience higher
employment insecurity (Sverke, Hellgren, and Naswall 2006; Kalleberg 2000).

The most common manifestation of objective job insecurity are temporary contracts,
informal employment, and, to a certain extent, involuntary part-time work arrangements.
In Britain those in temporary jobs have lower job satisfaction, receive less training and
are paid less (Booth, Francesconi, and Frank 2002). De Cuyper et al. (2008) also
claim that those in temporary employment have poor well-being, experience more work
stress, less autonomy, and are often employed in mundane, monotonous tasks.
Experience of a temporary job could lead to different outcomes depending on the
specific labour market structure (Gebel 2010). While in Great Britain this could be a
stepping stone for future careers (Booth, Francesconi, and Frank 2002), in more
segmented labour markets, for example in Italy, this experience can translate into an



entrapment in an unfavourable labour market position (Scherer 2009). Empirical results
indicate that temporary jobs concentrated in low-skilled occupations are more likely to
have a negative effect on future career, while such contracts in more skilled jobs could
be an essential element of career development. Yet, empirical studies indicate that the
majority of temporary workers are forced into this type of employment (Amuedo-
Dorantes 2000).

Young informal employees seem to constitute the most disadvantaged group of
workers experiencing insecurity in the labour market. Having no legal protection or
social security, and limited access to the public healthcare system, they could be easy
laid off without further consequences, or advanced notification. Comparative research
in the European context indicate that informal employment is prevalent in Central-
Eastern and South Europe (Hazans 2011). Individuals working informally are
predominantly low educated and low-skilled, often of migrant background and with a
long-term experience of unemployment or inactivity.

We have also decided to acknowledge part-time employment of young people as
another aspect of their labour market insecurity. Although certain individuals might
have preference towards a part-time work arrangement, which suits better their
personal or family obligations, those young people who work short hours involuntary
are in an unfavourable situation. This is an important distinction, as involuntary part-
time workers are more likely to have lower job satisfaction (Thorsteinson 2003), to work
in low quality jobs (secondary labour market) and be in search for an additional source
of income in a form of a second job (Veliziotis et al. 2015). Empirical studies also
confirm the pay penalty associated with part-time employment (Fernandez-Kranz and
Rodriguez-Planas 2011) and the lower promotions prospects. We have therefore
decided to focus on these three dimensions of labour market insecurity: temporary
contract arrangements, informal employment and part-time work, and illustrate the
most recent trends in these dimensions among youth from the European countries.

Whilst concentrating on the labour market exclusion and insecurity among youth we
have decided to focus on the most vulnerable group. Unlike the majority of previous
studies, we have decided to analyse the situation of those who left education in the
previous 5 years and are 15-29 years old. This is a very important difference in
comparison to most existing studies, as it allows us to compare young people from
different European countries in the same starting position. If we decided to focus only
on the cohort aged 15-29, we would ignore existing differences of education systems
and education attainment among the European countries, which could lead to a
misinterpretation of youth labour market participation. Additional motivation to focus on
this particular group comes from empirical studies, which show that recent school
leavers are among the most vulnerable groups to affected by the unfavourable labour
market conditions (Brzinsky-Fay 2007; Kelly and McGuinness 2015). Moreover,
empirical studies confirm that young people most at risk should be provided assistance
early in life (Heckman 2000) as persistence of their unfavourable conditions increases



their detachment from the labour market and reduces their chances for successful
transition to adulthood.

The paper is split into parts, which address three research questions:

How the European countries differ in regards to the labour market exclusion of
youth and how the situation evolved during the recent crisis?

To what extent young workers in the European countries experience insecure
employment and how their position changed during the recent crisis?

How labour market mobility of recent school leavers differs across the
European countries?

To approach the first research question, apart from the country comparisons of the
most recent labour market indicators, we will also examine the variation among groups
with different socio-demographic characteristics such as age, sex, education level,
immigration background to identify those who are most at risk of exclusion.

As previous empirical findings demonstrate that youth is more exposed to economical
downturns in labour market than other age groups ( O6 Hi g g i ,rasd gi2edb that)
scope of the recent an economic downturn is not homogenous in all EU-countries
(Bruno, Marelli, and Signorelli 2014) we have also decided to compare the situation of
young people before crisis (2007), during the crisis (2010) and in the most recent
period, for which micro-data are available (2013). Of course, we should keep in mind
that each of the European countries has been affected by the crisis in a different
manner, and at a different moment in time. Some countries experienced an economic
shock and their economic situation had deteriorated quickly, but then they applied
measures, which resulted in a very fast economic recovery. In some other European
countries the financial crisis had overlapped with poor policy measures and the
recovery is still an ongoing process. At the same time some countries underwent
through only a mild stagnation, so their economic statistics for 2007, 2010 and 2013
remained almost unchanged. Therefore, one has to be cautious with the interpretation
of findings as those three points in time assigned for our analysis could reflect different
moments of crisis depending on the country under consideration.

Our last research question is motivated by the hypothesis of the difference in
persistence of labour market situation of young people across different European
countries. Based on the cross-sectional survey data we can only seize the most recent
labour market situation of respondents, something that ignores the dynamics of labour
market transitions of recent school leavers. As a result, we decided to analyse patterns
in labour market transitions in recent school leavers across European countries in the
medium term perspective, similar to that applied by Brzinsky-Fay (2007). To fulfil this
task, the longitudinal data design of the EU-SILC will be utilized.

As the youth labour market situation is a very broad research topic, in the first chapter
we define our main points of interest and the indicators used to illustrate them. Then
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we briefly describe the background: demographic and recent economic situation across
the European countries which shapes in an important way the entry of young cohorts
into the labour market. Chapter 3 provides a closer look at the labour market exclusion
of youth in the EU-28 and Ukraine, going into more detailed analysis of the differences
between the Ilabour market situation of youth with different socio-economic
characteristics. Subsequent part of the paper focuses on the labour market insecurity
of youth, and describes recent developments and perspectives in the light of most
recent crisis (chapter 4). The labour market mobility of young persons will then be
explored in the chapter 5.
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Our main source of data for this report is the EU-Labour Force Survey. It is a survey
conducted in a representative number of private households by each EU member
state. The survey collects information on main characteristics of labour market
participation from persons aged 15 and over. It also provides information about
personal characteristics, education, and training of all interviewed persons, regardless
of their situation in the labour market. While national statistical offices are responsible
for the sampling, designing the questionnaires and conducting the surveys, the
Eurostat processes results according to a common coding scheme following
international guidelines and common classifications.

This dataset has certain advantages over the alternative data sources such as EU-
SILC, or ESS. First of all, EU-LFS being specifically designed for labour market studies
is the most extensive and most complete source of data related to this topic. Moreover,
it is a survey which is harmonised across the EU-28 which enable meaningful cross
country comparisons. What also distinguishes this dataset from others is a relatively
large sample size, which allows for conducting analysis on specific subsamples.
However, there are some limitations to the EU-LFS datasets. Anonymised microdata
provides information only on 5 age bands, which restricts some of the analysis.
Furthermore, only the cross-sectional data are available, so there is no possibility to
follow individual labour market transitions over time longer than one year. The survey
also lacks information of certain aspects of labour market participation, such as
informal work and underreported wages, which in some countries constitute important
features of the labour market participation.

The decision to use the EU- LFS as our main source of data resulted in the adoption of
a particular definition of labour market exclusion and insecurity indicators, which differs
from those applied to other data sources (for a more detailed comparison see Appendix
A). Below we present the definition of indicators used in this study.

Since we are interested in the labour market situation of young people with limited
experience in the labour market, our sample is limited to recent school leavers, aged
15-29, who are not in any form of education and who obtained their highest level of
education no more than 5 years before the interview. Additionally, we have excluded
those who are in obligatory military or social work service. Roughly half of the
population aged 15-29 are still in education, so they have been excluded from our
sample. From the remaining group around 50% have finished education earlier than 5



years ago, so they cannot be considered as recent school leavers. As a result, our final
sample of recent school leavers corresponds to around 25% of the population aged 15-
29 (more information about our sample could be found in the Appendix).

Current educational status is derived from the variable EDUCSTAT: education and
training participation, and we limit our sample to those who answered that they have
not been students or apprentices. Additionally, we use a variable which identifies the
year when their highest level of education was successfully completed: HATYEAR. As
a result, we may also have in our sample young people who in the last five years have
participated in some educational activities, but they will not have obtained any higher
level of qualifications. While constructing our sample we encountered several
problems. One of them is lack of information on highest levels of education and the
year of completion. We decided to include the youngest age group, those aged 15-19
with missing information about the year of school completion in our sample, as there is
a high probability they completed their education up to five years before the interview.
In the case of older respondents, for whom the year of completion of their highest level
of education is missing, but who provide information about their highest level of
education, i we use an imputation based on the institutional age for completing
education at a given level. Those in older cohorts for whom we have missing
information for both year of completion and the level of education will be dropped from
the sample.

The unemployment indicator will be constructed based on the ILO definition adopted by
the Eurostat. An unemployed person is someone who has not been working in the
reference week, but he or she has been looking for a job in the last four weeks and is
available to start working within two weeks (derived variable ILOSTAT"). Because of
the specific definition of our sample, we do not face the problem of huge disparity
between unemployment rate and unemployment ratio, as we do not have those in
training or education. Whenever we use unemployment rates we refer to the following
definition: unemployment rate is a number of unemployed to total number of youth in
the labour force.

The long-termunemployed status will be assigned to a person if they first fulfil the
conditions to be regarded as unemployed, and she or he has been looking for a job for
at least 12 months.

The NEET (Not in Education, Employment, or Training) indicator is constructed
according to the definition applied in most of the European countries (Mascherini et al.

! See: EU Labour Force Survey database user guide
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2012) and implemented by the Eurostat?, yet we are also going to apply it to
those/cohorts older than 24 years old. The NEET definition used in our paper is the
percentage of the population of a given group that is not in employment and not
involved in further education or training. Our calculation, due to the definition of the
sample, differs from the indicators presented by the Eurostat, as our targeted group
consists only of those who have already left education, so they are not counted as a
part of the denominator i as is the case with the Eurostat definition.

Temporary employment is identified on the basis of the variable TEMP: for those who
declare that they have a job contract of limited duration. The indicator used for
temporary work, is a percentage of employees who declare that they have a job
contract of limited duration among all employees.

Part-t i me empl oyment is also defined -ddined he basi
status (variable FTPT). Sometimes those working less than 30 hours per week are
considered as part-t i me empl oyees. However this depends

which varies from country to country, therefore we decided to use a self-defined status.
Involuntary part-time employmenti s assigned based on the resport
being in part-time work rather than a full-time job.

Ukraine-Labour Force Survey

Ukraine-Labour Force Survey (ULFS) is the major source of data delineating the
situation on the labour market in Ukraine. It is conducted on the monthly basis by the
State Statistic Committee of Ukraine. The ULFS uses the definition of the employed
and unemployed people recommended by the ILO and used in the EU, and covers
population from 15 to 70 years of age. In 2013 the overall number of people who
participated in the survey was 118.2 thousand or 0.35% of the constant population of
Ukraine. Monthly sample constitutes 16.6 thousand.

Unlike EU-LFS, ULFS doesn't contain data on immigration status, subjective
employment insecurity, and requires different approach to creating the sample of
recent school leavers. In particular, Ukrainian survey does not contain the question on
the time of graduation/completion of education. Therefore, the cohort of the recent
school leavers is defined based on the estimated year of finishing education. A
potential drawback of this approach may be that the real number of school leavers can
be underestimated.

% More at European Commission, 2011: Youth neither in employment nor education and training
(NEET) Presentation of data for the 27 Member States, EMCO Contribution
http://ec.europa.eu/social/BlobServiet?docld=6602&langld=en
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Other assumptions made to construct the sample:

9 Individuals with Candidate or Doctor of Sciences degrees are not distinguished
in the ULFS data, so we can take into account recent school leavers after
obtaining a Specialist/Master degree only.

9 It is assumed that incomplete higher education (I-1l level of accreditation -
ISCED levels 5-6) is on the basis of the complete secondary education (ISCED
levels 3-4) plus 3 years.

9 It is assumed that complete higher education (llI-IV level of accreditation-
ISCED levels 5-6) is on the basis of the basic higher education plus 1 year
(even though Master and PhD programs can take much more than 1 year).

1 We do not know whether a person is in obligatory military or social work service

9 The definition of part-time employment is based on usual hours of work with
the OECD threshold of 30 hours because there is no direct question in
the ULFS.

i The data on temporary job includes respondents with a fixed-term (temporary or
seasonal) and casual employment.

European Social Survey

Unfortunately the EU-LFS dataset does not allow for identification of informal
employment. This indicator is created on the basis of the European Social Survey
(ESS). The European Social Survey provides information on the type of work contract
at respondent's job: Do you have a work contract of unlimited duration (1) or, limited
duration (2) or, do you have no contract (3)? The third option allows to identify people
with informal jobs. However, this question identifies only a part of members of the
informal sector. The European Social Survey is designed for analysis of attitudes,
beliefs and behaviours of citizens of European countries, but it also cover topics related
to our report such as: education and occupation. The survey has been conducted every
two years since 2001.2 As the ESS is used as an additional source of information, it
should be added that the EU-LFS and the ESS are not equivalent and are not
interchangeable data sources due to differences in data collections, sample design,
and definition of the labour market variables of interest. For a clarity and consistency of
our empirical results we attached to this paper the detailed comparison of the EU-LFS
with the other datasets and their discrepancy in regards to the main labour market
indicators (Appendix A).

® More at: http://www.europeansocialsurvey.org/about/
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European Quality of Life Surveys (EQLS)

The EU-LFS also does not include information which characterise subjective
employment insecurity. Due to this limitation we use additional data set: EQLS. The
EQLS is a survey conducted every four years under the coordination of The European
Foundation for the Improvement of Living and Working Conditions. The survey covers
topics such as: employment, income, education, housing, family, health and work-life
balance. It also has a very large range of questions which depicts opinions, beliefs,
attitudes and ideas, and allows us to find out about subjective happiness, work and life
satisfaction, and life balance. The concept of subjective insecurity is defined on the
basis of the following two questions: How likely or unlikely do you think it is that you
might lose your job in the next 6 month? (very likely, quite likely, neither likely nor
unlikely, quite unlikely, very unlikely), and: If you were to lose or had to quit your job,
how likely or unlikely it is that you will find a job of similar salary? Unfortunately the
sample size in the EQLS is relatively small, especially if our approach to focus on
recent school leavers is applied, so the dataset is not well suited for analysis of overall
labour market situations of recent school leavers.

EU-Statistics on Income and Living Conditions

To assess the short term changes of labour market status, we also used the
longitudinal component of the EU-Statistics on Income and Living Conditions (EU-SILC
data)*. The main aim of the EU-SILC is to compile statistics on subjective and objective
aspects of income and living conditions for households and individuals across the EU
countries. Although the EU-SILC is not specifically designed for labour market analysis,
the survey contains questions both about labour market status and current educational
activities of individuals, which are crucial for our analysis. Unfortunately the definition of
our main variables of interest used by the EU-SILC differ from those in the EU-LFS and
from the ILO definitions (more information and comparison of statistics can be found in
Appendix A). Moreover, the EU-SILC is not based on a common questionnaire, but on
the common guidelines and procedures which can influence the cross-country
comparisons.

4 See more at; http://ec.europa.eu/eurostat/web/income-and-living-conditions/overview
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Demographic and economic context is crucial for proper understanding of the labour
market situation of young people, especially in light of recent dynamic changes.
Although population ageing is a long-term trend in the majority of the European
countries, there is also a visible variation across countries in the size of youth cohorts,
which is a result of different fertility and migration trends. In most European countries
the working age share of the population is decreasing. This is driven mainly by
retirement of a large cohort of older people and low number of new entrants. Older
studies (Gangl 2002) shows, that cohort size does not matter for labour market
outcomes, but in recent literature there is evidence, that cohort size could matter.
Cahuc et al. (2013) suggest that low fertility rate and a shrinking youth cohort should
improve the situation of youth in the labour market and diminish their unemployment.
Similar conclusion could be drawn from Dhanjal and Schirle (2014) who show that a
growing share of older workers in Canada may have positive effects on the youth
labour market prospects. Garloff, Pohl, and Schanne (2013) findings show that lower
numbers of young school leavers entering the labour market leads to a decrease of an
overall unemployment rate and improvement of opportunities for job seekers. Thus,
most of the previous literature suggests that a decreasing number of youth should
improve their prospects in the labour market, but this may not happen automatically.
Young people need to have qualifications, and skills required by the employers, and
they have to compete with more experienced older workers. However, recent literature
provides the argument, that young and prime age workers are rather complements
than substitutes and are hired in different kind of industries (Gruber and Wise 2010;
Munnell and Wu 2012). Moreover, there is no evidence, that the recent financial crisis
has changed this relationship (OECD 2013).

Despite these demographic changes, which act in favour of young job seekers, we still
observe quite high unemployment rate among youth in many European countries. To a
certain extent this may be driven by the most recent economic downturn. Empirical
literature shows that financial crises influence the unemployment rate among youth
with greater power (Verick 2009; Choudhry, Marelli, and Signorelli 2012) than that
among prime age workers. It has been also shown that macroeconomic fluctuations at
the time of entry into the labour market lead to detrimental effects later in life.
Kawaguchi and Murao (2014) using panel data for the OECD argue that cohorts which
encounter high unemployment rate in their youth also have a higher unemployment
rate later in life. This is the result of financial capital deprivation and lower human
capital accumulation during the unemployment periods. Thus, this is a very important
challenge for policy makers, to help those youth affected by the economic crisis in view
of their future labour market situation, which is so important for economy in times of
aging society.
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2.1. Demography

The share of young people aged 15-29 in the population is unevenly distributed across
the European countries. In 2013 the lowest proportion of youth is observed in Italy
(15,4%), and the highest in Cyprus (23,6%) while the mean for the EU-28 countries is
about 17,9%.

The size of the population aged 15-29 in the European countries has changed
considerably since 2007. This results from changes in the fertility rate in recent
decades and changes in migration trends in recent years. In most countries the youth
population has declined (Figure 1). On average, for the European countries, the
number of young people has decreased by 6% between 2007 and 2013. The most
dramatic decline has occurred in Latvia 1 20.4%. Slightly smaller decline is recorded in
Romania and Ireland. Those decreasing trends influence not only educational systems
in these countries but also chances of youth in the labour market. However, some
European countries (e.g. Denmark, Cyprus and Luxembourg) have experienced growth
of young population.

Figurel: Change of ppulation aged 1529 and 1574 (%)etween 2007 and 2013
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Ukraine - State Statistics Committee of Ukraine

Changes in youth population result in changes in the proportion of young cohort among
working age population. In 2013, Italy and Spain has the lowest share of young people
in the working age population, while Cyprus has the highest (Figure 2).
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Since 2007, in the majority of the European countries the ratio of young people in total
working age population has shrunk. Ireland, Spain and Romania have experienced the
most significant decline (6.5 p.p., 4.8 p.p., and 4.8 p.p respectively). At the same time,
other countries (Belgium, Finland, Austria, Cyprus, Luxembourg, Netherlands, United
Kingdom, Sweden and Denmark) have a small, but visible growth in the proportion of
youth among working age population (up to 2.5 p.p. in Denmark).

In Ukraine, the share of people aged 15-29 among working age population in 2013 was
around 30%. This share has been decreasing since 2007 when it was 34%.
Unemployment rate among recent school leavers was 15% in 2013 - more than 2 times
higher than the unemployment rate among people 30-59, which was 6% the same year.
Both indicators are only slightly lower than the EU average.

Figure2: Share of thgpeople agedl5-29 in working age population in 2013 (%)

EU-LFS, 2013;Usraine — ULFS, 2013

Source: Eurostat, and Ukraine 7 ULFS.

2.2 Education

A growing share of people with higher education among the youngest cohort is a
general trend in the European countries, however there are substantial differences
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across the countries. In Austria and Italy only 10% of people aged 15-29 have
completed tertiary education, while in Cyprus and Ukraine the proportion exceeds 30%.
This arises from variations in education participation and differences in educational
systems among the European countries. When we consider only people aged 25-29,
the pattern is the same and the differences are even larger (Figure 3). The share of
youth aged 25-29 with tertiary education ranges from 22,8% to 54,7%, with the lowest
share in Austria and Italy. However, in Austria attainment of upper secondary education
is common, so quite a small share of youth aged 25-29 has lower secondary education
or below. Whilst in Italy for more than 20% of young adults this is the highest level of
education. High numbers of youth aged 25-29 with upper secondary education is
observed in Austria, Croatia, Czech Republic, Slovakia and Germany. These are
countries with strong vocational education, which is often considered as an important
factor of labour market transition. In 2013 according to the EUROSTAT data, in Czech
Republic as many as 74% students enrolled in upper-secondary education follow
vocational programmes. Other countries where this share exceeds 60% are (in
ascending order) Romania, Belgium, Slovenia, Netherlands, Slovak Republic, Finland,
Austria and Croatia.

Spain and Portugal stand out from the other European countries in regards to having a
large share of those with tertiary education and a high proportion of those with low
levels of education.

An important aspect of educational system that can affect the outcomes of young
people in the labour market is the compulsory school attendence age limit, which varies
across the European countries. According to Eurydice (2014) in most of the EU
member states compulsory schooling age is 16, while in few others it is 18 (Poland,
Netherlands and Hungary).

Based on the World Bank data, Ukraine has lower youth unemployment rate i 18% as
compared to 26% EU average. In addition to that, Ukraine has higher tertiary enrolment
rates, which naturally affects the structure of youth employment. According to the
recent Global Competitiveness Index, Ukraine occupies 13th place out of 144 countries
in terms of tertiary education enrolment rate i only Greece, Finland and Spain perform
better.
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Figure3: People aged 229 with a given eduwtion attainment (2013)
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2.3. Economic crisis

Recent economic crisis, the most severe recession after the Great Depression, has
had a detrimental impact on European economies. All the European countries
experienced an economic slowdown to a certain extent, whereas some of them
plunged into a prolonged, severe and massive recession (Figure 4). In 2009, according
to the World Bank data, the GDP decline in Lithuania, Latvia and Estonia was about -
14%, however these small economies adjusted fast and after the shock resumed on
the growth path again. While not depicted on the graph, economic downturn in Ukraine
in 2009 was one of the most egregious in the region with a 15% real GDP decrease.
The growth rates were 4-5% in 2010 and 2011, but close to zero in 2012 and 2013.
After the Revolution of Dignity, the economy entered a recession. In contrary, since
2007 the real GDP of Greece and Croatia was decreasing for the entire period, while
Spain and Portugal experienced an economic decline for most of the time.

According to economic theory (both neo-classical and neo-Keynesian, see Romer
1996), lack of economic growth can cause a decline in employment. Simply speaking,
the drop in demand entails a reduction in production. Firms looking for savings decide
to reduce employment. Many firms also go out of business, which result in large scale
redundancies.

Although the recent crisis was of global nature, the reactions of the European
economies varied considerably. Eichhorst et al. (2010a) claim that there are many
factors which influence the impact of the crisis on the labour market, among which the
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structure of the economy (share of vulnerable sectors), monetary and fiscal policy, and
labour market institutions.

Figure4: GDP growth (%nnualy)
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Figure5: Youth unemployment rate (% labour force agee?®p

60
50

40

Germany
Austria
Malta
Netherlands
Luxembourg
Denmark
Czech Republic
Romania
Lithuania
Slovenia
Ireland
Bulgaria
Slovakia

United Kingdom
European Union.

Source: Eurostat; *Source of data for Ukraine - State Statistics Committee of Ukraine

As a result of the crisis, there was a significant increase of total unemployment rate in
most of the European countries; the highest was observed in Greece and Spain. Many
previous studi es show that yout hoés unempl oyr
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macroeconomic changes (Bertola, Blau, and Kahn 2007; Kahn 2010; Jaimovich and
Siu 2009; Scarpetta, Sonnet, and Manfredi 2010; Choudhry, Marelli, and Signorelli
2012). Indeed, youth outcomes in the labour market were worse than those for overall
population. The most serious increase in youth unemployment rate occurred in Greece
and Spain (Figure 5). In Croatia, Italy, Portugal, Bulgaria, Slovenia and Cyprus it was
also increasing after 2010, but it did not take so high values. In Latvia, Lithuania and
Estonia the youth unemployment rate increased sharply in 2010, but now the rate is
below the average for the European countries, yet still much higher than that in 2007.
Austria, Malta and Germany experienced a much better situation in the period 2007-
2013: the youth unemployment rate in Austria increased only by 0.7 p.p., while Malta
and Germany had a decrease in the youth unemployment rate, starting from already
low rate in 2007.

Figure6: Changes in the real GDP (%) and in youth unemployment r&@ ©6) between 2007 and 2013
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In many countries the youth unemployment rate increased significantly during the
recent period, but there are substantial cross-country differences in youth
unemployment rate in response to real GDP changes (Figure 6). Malta emerged from
the crisis unscathed with positive growth rates and small decline in youth
unemployment. There are also countries for which the crisis has been quite mild, such
as Poland, Slovak Republic or Bulgaria. However in all of them unemployment rate
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increased. In Poland there has been positive economic growth since 2007, but in
Slovak Republic and Bulgaria a GDP decline occurred in 2009. In those three countries
we observe the rise of unemployment rate over the entire period. Unlike in Germany,
where despite the periods of negative economic growth, the youth unemployment rate
had in fact decreased. The most severe GDP decline with sharp growth in the youth
unemployment rate occurred in Greece. Yet, in Ireland, Spain and Cyprus the youth
unemployment rate increased more, even though the decline in GDP was not as
significant as in Greece. Lithuania and Netherlands had close to the average change in
the real GDP combined with quite a considerable increases in the youth unemployment
rate.
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Chapter 3. Labour market exclusion

The previous chapter has described the overall situation with young people in the
European countries , before and after the financial crisis. This chapter applies to our
specific population, the recent school leavers, and their labour market outcomes. On
the one hand, we expect that general indicators of labour market exclusion for these
two groups to be similar. On the other hand, youth, who completed education no later
than 5 years ago, could be a more vulnerable group than their more experienced
counterparts as they have less employment specific experience and must compete with
more experienced job-seekers. Vast literature shows that the incidence of labour
market exclusion at a young age may have many later life consequences. Among them
higher risk of future unemployment (Gregg 2001; Kawaguchi and Murao 2014), wage
penalty (Freeman and Wise 1982; Gregg and Tominey 2005a), and other social
consequences discussed in the literature. Recent financial crisis may exacerbate these
adverse effects, as, for example, graduating in a poor economy has long-term effects
like underemployment, job mismatching or persistent earnings gap (Oreopoulos, von
Wachter, and Heisz 2012; Kahn 2010).

Here we will provide descriptive illustration of cross-country differences and changes
over time in the incidence of labour market exclusion of recent school leavers, with the
social consequences mentioned above being analysed in subsequent work packages.
To address this issue we use data for 2007, 2010 and 2013, which helps us to get
some preliminary evidence on the impact of the crisis.

Figure7: Unemployment rate for recent school leavansl population aged 369 in 2013
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Labour market exclusion of young people is a substantial problem for European
countries. According to the EUROSTAT statistics presented in the previous chapter, it
is clear, that after the financial crisis the youth unemployment rate has increased
significantly. In fact, the rise in the unemployment among those in our specific youth
population, who left school up to 5 years before the survey, has been the most
dramatic. In 2013 the highest level of unemployment among recent school leavers was
observed in Greece (55%), Spain (44%), Croatia (43%), Italy (37%), Cyprus (32%) and
Portugal (32%) (Figure 7). The lowest unemployment rate occurred in Germany,
Netherlands, Malta and Austria and does not exceed 10%. In all the European
countries the unemployment rate among recent school leavers was higher than
unemployment rate among prime age population. The highest rate of unemployment
among population aged 30-59 occurred in Spain and Greece, and exceeded 20%. But
the difference between youth and older population was not as large as it was in the
United Kingdom and Romania. In these countries the unemployment rate among
recent school leavers was four times higher than among prime age population. The
smallest difference was observed in Netherlands, Latvia and Lithuania (about 1.5
times).

Figure8: Unemployment rate for recent school leavers in 2007, 2010 and 2013
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There are clear differences across countries in unemployment rate dynamics among
recent school leavers (Figure 8). A few trends can be identified :

1 Germany is the only country, where the unemployment rate among recent
school leavers has been declining throughout the entire six year period. In that
time unemployment rate decreased for all age groups, so this reflected the
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general good performance of German labour market. The adult-unemployment
rate dropped as well (in the age group 25-74 years from 10,6% in 2005 down to
4,7% in 2014 (source: Eurostat). This might be connected to the fact that
German economy was hardly affected by the crisis in comparison to other
European countries. Due to the demographic change, the economic growth,
educational expansion less young people are on the job market and an equal
number or even more jobs are available. Besides it is plausible that the school
leaver-unemployment rate can be lead back to factors such as transitional
programs for graduates (internships, vocational preparation programs,
qualifications programs, etc.) which means that people without a paid job do not
count automatically as unemployed and don’t appear in the statistics.

Denmark, Czech Republic, Ukraine and France are countries, where the
unemployment rate has increased from 2007 to 2010, and remained at this
higher level afterwards.

Austria, Finland, Hungary, Ireland, Luxembourg, United Kingdom, Sweden and
Slovak Republic are t countries where the unemployment rate of recent school
leavers has initially increased, but since 2010 it has started to decline.

Latvia, Lithuania and Estonia, have been heavily hit by the economic crisis and
they have recorded sharp growth in the unemployment rate, but after 2010 it
has decreased substantially.

There are also countries, where the unemployment rate has been increasing
during the entire period, but this increase has been rather modest: Belgium,
Bulgaria, Netherlands, Poland, Romania and Slovenia.

The most severe situation has been observed in Spain with the highest
increase in the unemployment rate of recent school leavers between 2007 and
2010 and in Greece, Croatia, Italy, Portugal and Cyprus where after 2010
growth of unemployment rate has accelerated.

Although a lot of young people experience temporary unemployment spells after
leaving school, what really matters is the duration of unemployment. Lengthy
unemployment spells can evoke negative psychological consequences such as, low
self-esteem, depressive symptoms and anxiety (Kokko, Pulkkinen, and Puustinen 2000)
and influence the probability of finding a job in the future. The longer time out of work,
the greater the obstacles in acquiring a job position. Therefore, we decided to describe
also the scope of the long-term unemployment among recent school leavers (Figure 9).
Although the highest unemployment rate is documented in Greece and Spain, the most
serious situation with respect to long-term unemployment is in Slovak Republic, where
it has been similar even before the crisis. Up to 56% of the unemployed young school
leavers are out of work for more than one year. This is a persistent problem
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irrespective of the business cycle, which stems from low turnover, weak vacancy
creation and exclusion of the Roma-speaking population - the most disadvantaged
group in the Slovakian labour market( Mac hl i ca, G%del, and Hidas 20

Figure9:Longterm unemployment as % of total unemployment of recent school ledwe&007, 2010 and 2013
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Source: Own calculations based on EU-LFS; *Source of data for Ukraine - Ukraine Labour Force Survey

The rate of long-term unemployment among recent school leavers is also very high in
Greece, Croatia, Italy and Bulgaria and it fluctuates around 50%. This is a serious
issue as these countries also face a high rate of unemployment among recent school
leavers. Furthermore, it seems to be persistent, since the long-term unemployment rate
was high even before the financial crisis. In Spain, Cyprus, Latvia and Ireland this
problem was moderate in 2007, but after the financial crisis a major increase in the
long-term unemployment indicator was observed. High long-term unemployment rate in
2007 Poland and Romania was followed by a slight decline, but in 2013 the rate
increased again. These are probably delayed effects of the economic slowdown. The
lowest proportion of the long-term unemployed among young unemployed was
observed in 2013 in Sweden, Denmark and Finland (Figure 9).

People aged 30-59 are more likely to be long-term unemployed than recent school
leavers, as their presence in the labour market is simply longer (Figure 10). Therefore,
the likelihood of being out of work for more than one year is less for recent school
leavers than for people with longer experience. However, in some countries the
difference between these two groups is not significant, like in Cyprus or Romania.
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Figurel0: Longterm unempbyment as % of total unemployment of recent school leazedspopulation aged 30

59in 2013
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Another important indicator of labour market exclusion, widely used in descriptions of
young people situation, is the NEET rate. High value of the NEET indicator results from
our sample design 7 youth who are in education are excluded from this sample, so they
do not enter into the denominator of our indicator. In that case the NEET rate shows
the proportion of unemployed and inactive in recent school leaversépopulation, who do
not participate in any kind of training. Therefore, the highest NEET rate should be
observed in countries with high level of youth unemployment. However, the share of
inactive among NEET is also an important indicator. It shows, how many people gave
up job searching and i mproving their qualificat

Proportion of NEETS in our population is the largest in Greece, Italy, Croatia, Bulgaria
and Spain (Figure 11). The NEET rate for prime age population is a bit lower than for
youth, with the exception of Malta. The differences between these two groups of people
in each country in NEET rates are not as dramatic as in the unemployment rates.
There are many economically inactive people among prime age population, which
increases the magnitude of this indicator.
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Figurell: Proportion of NEETs among recent schookesand population aged 369 in2013
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Figurel2: Proportion of NEETs among recent school leavers in 2007, 2010 and 2013
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An increase in the unemployment rate has changed the NEET structure in many
countries. As depicted on Figure 12 in 2007 in the majority of countries the largest
share of NEET rates consisted of inactive youth. In Latvia, Estonia, Lithuania and
Bulgaria over 70% of NEETs were inactive. At the same time in Portugal, Greece,
France, Luxembourg and Croatia this share was lower than 40% (so, in these countries
the NEET group was dominated by unemployed young people). In 2013 the share of
inactive NEETs decreased, in some countries like Lithuania and Cyprus even
substantially (at about 30 p.p.), but still remained the highest in Bulgaria (59%). The
lowest ratio of inactive NEETs occurred in Greece, Croatia and Slovak Republic (below
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30%). It does not mean that the problem of inactivity among recent school leavers has
decreased. The increasing unemployment rate changed the structure of the NEET
population, and the value of this indicator (which has increased since 2007). An
opposite trend was observed in other countries, where the proportion of inactive in
group of recent school leavers increased (Luxembourg (about 18 p.p.), France (5 p.p.),
Romania, Belgium, Germany, Finland, Sweden and Denmark). In Germany it was
caused by rising employment (decreasing unemployment), while in other countries it is
likely, that unemployed recent school leavers become inactive. However, the
differences in structure between 2007 and 2013 are not substantial for most of these
countries.

Recent economic crisis is not the only factor that influences the youth labour market
situation: labour market characteristics, national economic policies, and education also
matter. There is a wide array of literature which confirms that the level of education
affects labour market outcomes, including the risk of unemployment (Ashenfelter and
Ham 1979; Mincer 1974; Mincer 1991; Riddell and Song 2011). It is not surprising then
that the group of youth with lower secondary educational attainment has the highest
unemployment rate in all the European countries (except for Romania) (

Figure 13). The most dramatic increase in the unemployment rate among recent school
leavers with lower secondary education occurred in Spain, Lithuania and Cyprus. A
less significant increase was also observed in Slovenia, Greece, Finland and Latvia. In
other countries the rate of unemployment for youth with lower education was higher
than for other groups, but more significant rises of unemployment occurred among
upper secondary and tertiary education graduates. In Germany the youth
unemployment rate decreased across all educational groups.

The growing gap in the unemployment rate between groups of recent school leavers
with different levels of education is concerning. It means that the risk of unemployment
is becoming more dependent on their level of education. And those with lower levels of
education were much more affected by economic changes, than other groups of recent
school leavers. In 2013 the highest share of unemployed among young people with
lower secondary education was observed in Slovenia (71%). The rate of
unemployment exceeding 60% was also documented in Czech Republic, Slovakia,
Spain, Italy, Greece and Hungary. Youth who have completed upper secondary level of
education are much less affected by unemployment. For example, in Czech Republic
the difference between the rates for lower secondary and upper secondary graduates
is as large as 49 p.p.. However, in Greece youth who attained upper secondary
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education experience an equally high risk of unemployment as youth with lower levels
of education: above 60% for both groups.

Figurel3: Unemployment raté%) among recent school leavers by educational levels in 2007 and 2013
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Source: Own calculations based on EU-LFS.*There were not enough number of observations for Bulgaria,
Slovenia and Croatia for youth with lower secondary education level. For Malta there are no data for 2007;
*Source of data for Ukraine - Ukraine Labour Force Survey

On the contrary to other countries, in Ukraine and Romania those with upper
secondary education are more likely to be unemployed compared to the lower
secondary and tertiary education groups, and this rate has increased from 2007 to
2013. To compare, in Germany and Austria the unemployment rate among upper
secondary graduates is really small (about 7%). In these countries, as well as in
Denmark, the vocational education in a form of dual system is seen as the main reason
for the low rate of unemployment among youth (Eurofound 2014).

High levels of unemployment rates among tertiary education graduates is observed in
Portugal, Italy, Cyprus, Croatia, Spain and Greece and ranges from 26% to 48%. The
weakness of the educational system in Spain - high share of early school leavers
combined with an oversupply of the university graduates - is one of the main
explanations for the deteriorating situation in the labour market (Garcia L6épez 2011). In
this country both groups have difficulties with integrating into employment. The
unemployment rate among tertiary education graduates in Greece is also a point of
concern. This is mostly the problem of transition from education to work, pertinent to all
groups of graduates. A period between leaving school and finding a job is quite long
and was long also before the crisis (Mitrakos, Tsakloglou, and Cholezas 2010). Tubadiji
(2012) highlights the inadequacy of the Greek educational system to meet business
needs and suggests that the high unemployment rate among youth with tertiary
education arises from too high expectations and reservation wage. In contrast,
Liagouras, Protogerou, and Caloghirou (2003) in an attempt to explain the mismatch
between the higher education system and labour market in Greece suggest that the
missing link is not the supply of high-quality researchers but the incapacity of the
domestic economy to absorb them. Besides, the oversupply of highly qualified young
graduates encourages employers to be extremely demanding during personnel
selection processes and to look for highly educated graduates with work experience.
This creates a vicious circle of precarity because young graduates usually lack work
experience. Finally, it is noteworthy that traditionally the main employer of higher
education graduates has been the broader public sector. However, as a result of the
cost-reduction policies that were implemented during the Greek financial depression in
the 806s and 906s and again in 2008 ti
graduates in the public sector have been reduced gradually (see also, Livanos (2010)).

In Slovak Republic, where the unemployment rate among lower secondary education
graduates is really high, the share of long-term unemployed is also large (83%) (Figure
14). Surprisingly Greece and Romania have higher long-term unemployment rate
among graduates of higher education than among youth with lower levels of education.

t oda
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In Sweden and Denmark long-term unemployment incidence among young people is
quite small regardless of their educational attainment.

Figurel4: Longterm unemployed as % of unemployedongrecent school leavers by education level (2013)
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Figurel5: NEET rate among recent school leavers by education level (2013)
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The NEET rate is closely related to the educational attainment: the lower the level of
education the greater the likelihood to be classified as NEET (Flisi et al. 2015). With
one exception of Ukraine, where the likelihood of being classified as NEET is almost
the same for both lower secondary and tertiary education groups, and it is the highest
among recent school leavers with upper secondary level of education (

Figure 15).

The lowest NEET rate among recent school leavers with just lower secondary
education is observed in Denmark (32%) and the highest in Bulgaria and Croatia
(above 90%). Among tertiary education graduates the differences between countries
are much smaller, the highest NEET rate is in Greece, and the lowest in Malta.

There are also visible differences in the structure of the NEET among analysed
educational groups. For youth with the lower secondary education in general the
proportion of inactive NEETS is higher than in the group with higher levels of education
(EU-28 average: 59% inactive among lower secondary graduates, 42% inactive among
upper secondary graduates and 37% inactive among youth with higher education).
Therefore, lower secondary education graduates are more likely to be NEETSs, and at
the same time inactive, but there are also some exceptions like Czech Republic, where
there are more inactive among youth with tertiary education and Germany, where the
distribution of inactivity is almost the same across all educational levels.

In this section we focused on the labour market exclusion of recent school leavers
before and after the financial crisis. Recent graduates seem to be more vulnerable than
the rest of the youth population. This analysis shows that labour market prospects of
young people differ across European countries. Recent school leavers from Greece,
Spain, Italy and Croatia find themselves in the most difficult situation. However, the
problem of the long-term unemployment is most acute in Slovak Republic and seems
to be persistent.

Recent graduates from Austria, Denmark, Finland, Germany, Luxembourg,
Netherlands and Sweden have relatively better labour market situation than their
counterparts from the other European countries: both indicators of labour market
exclusion are at low or moderate levels.

Our analysis also indicates that recent graduates with lower secondary education are
the most wvulnerable group. They have the highest NEET rate, the highest
unemployment rate and are also the most affected by long-term unemployment in
majority of countries. Yet, higher levels of education do not seem to mitigate the risk of
unemployment, as the unemployment rate has increased for each educational group
after 2007.



In this section we present the education, gender and immigration trends/characteristics
of the excluded recent school leavers. Our approach differs from that used in the
previous section, where the proportion of excluded youth was presented independently
for each group, for example across different education levels. From the figures
presented above we could draw conclusions that for example, youth with lower
educational levels are more likely to be unemployed or inactive than their counterparts
with higher levels of education. However, for appropriate policy measures it is also
important to know the composition of those who are excluded from the labour market. If
there is small number of recent school leavers with just lower secondary education in
the country, the fact that the unemployment rate for this group is high is less
informative from perspective of policy makers than in a country with high proportion of
low educated graduates. Therefore, in this section we compare the educational/ gender
and immigration structure of excluded recent school leavers with those who participate
in labour market. This adds additional dimension for our country comparisons, as it
allows identifying the most vulnerable groups of recent school leavers in the labour
market and also reflects the scale of this phenomenon in each country. It also allows
identification of which group of young people is overrepresented among the excluded
and whether it is a serious problem for the country.

In this section we present the education, gender and immigration background structure
of the excluded recent school leavers. Our approach differs from that used in the
previous section, where the proportion of excluded youth was presented independently
for each group, for example with across different education levels. From above
presented figures we could draw a conclusion that for example youth with lower
educational level is more likely to be unemployed or inactive than their counterparts
with higher levels of education. However, for appropriate policy measures it is also
important to know the composition of those who are excluded from the labour market. If
there are almost no graduates with lower secondary education in the country, the fact
that the unemployment rate for this group is high is less informative than in a country
with high proportion of low educated graduates. Therefore, in this section we compare
the educational/ gender and immigration structure of excluded recent school leavers
with those who participate in labour market. This adds additional dimension for our
country comparisons, as it allows identifying the most vulnerable groups of recent
school leavers in the labour market and also reflects the scale of this phenomenon in
each country. It also allows identifying which group of young people is overrepresented
among the excluded and whether it is a serious problem for the country.



We have shown in the previous section how the risk of labour market exclusion differs
among youth with different levels of education. As indicated in the previous chapter,
recent school leavers with just lower secondary education are the most vulnerable
group. However, if we take the overall country perspective, these graduates constitute
a relatively small proportion of all recent graduates, and young job seekers. To account
for this fact, in this chapter we analyse the structure of the youth population excluded
from the labour market in comparison to the structure of the overall recent school
leavers population.

Less educated individuals in Croatia, Cyprus, Poland and Slovenia are the minority
among the population of young adults, so their share among labour force is quite
insignificant. The share of lower secondary graduates does not exceed 10% in the
group of unemployed recent school leavers also in Slovak Republic, Greece, Bulgaria
and Romania (Figure 16). Although in Czech Republic lower secondary graduates
constitute about 3% of the population of recent school leavers, they are
overrepresented among the unemployed. In Austria and Germany there are not many
graduates of lower secondary education among young adults. However their share
among the unemployed youth is quite visible (it exceeds 30%). In Spain and Malta the
share of less educated youth in the population is greater, and also very high among the
unemployed. The share of the lower secondary graduates among the employed is
lower than among the unemployed in each country and it ranges within 0-18%.

The structure of the group of upper secondary graduates is more diverse. In Malta,
Spain and Portugal the overall youth population is polarized in terms of education.
There is quite a big share of less educated and oversupply of youth with higher
education, so there are not many youth with upper secondary education. In Austria on
the other hand, this group is dominating, which is also visible in the labour force: the
share of the upper secondary graduates among the employed youth is much higher
than among the unemployed youth. A similar pattern exists in Malta, Germany and
Denmark. At the same time, in other countries youth with upper secondary education
are overrepresented among the unemployed.

The share of youth with tertiary education among the employed recent school leavers
is greater than among the unemployed young people in all European countries.
However, in Cyprus the share of them among the unemployed is larger, which is the
result of the educational structure of our sample (70% of recent school leavers in
Cyprus have higher education). They also constitute a large part of the unemployed
recent school leavers in Slovenia, Luxembourg and Greece. Ukraine has the highest
employment rate within the people with tertiary education 7 72%. According to the
recent Global Competitiveness Index (Schwab and others 2015) , Ukraine occupies
13th place out of 144 countries in terms of tertiary education enrolment rate i only
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Greece, Finland and Spain have higher in the EU. It basically increases the proportion
of this group in the labour force and drives employment rate upward.

Figurel6: Educational composition of unemployed and employed recent school leavers (2013)
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Youth with lower secondary education is represented the most among the long-term
unemployed than among the short-term unemployed. In Germany, Austria and France
those youth constitute half of the long-term unemployed young people. In these three
countries, and also in the United Kingdom and Czech Republic, upper secondary
graduates are overrepresented in the group of short-term unemployed youth. It seems
that upper secondary education in these countries gives better opportunities in the
labour market, than in others. The share of the upper secondary graduates is
somewhat larger among the long-term unemployed than the short-term unemployed in
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most of the countries. Thus, youth with higher education seem to be in a better
situation than their less educated peers. But in Greece and Romania youth with tertiary

Tablel: Labour market indicators f@uropean countriesy level of educatio(2013)

unemployed employed long-term short-term NEET
unemployed unemployed
LS US T LS UsS T LS UsS T LS UsS T LS Us T
Austria 32 55 13| 3 74 22|50 43 7 |28 57 14 |3 55 11
Belgium 19 49 33| 5 39 56|26 52 22|16 47 37|29 45 26
Bulgaria 8 66 26| 1 46 53|11 66 23| 5 65 30|20 61 20
Croatia 3 69 27| 0O 53 47| 4 73 23| 2 66 32| 6 68 26
Cyprus 6 25 69| 2 20 79| 7 27 65| 5 24 72| 6 35 59
Czech Republid 12 71 17 1 56 44 | 22 68 10 8 73 19 | 14 59 27
Denmark 19 53 28|10 56 34|20 65 15| 19 51 30| 32 48 20
Estonia 16 56 29| 5 44 51|23 62 16| 12 52 36| 19 53 28
Finland 21 64 14| 6 61 33 : : : 23 61 15|30 55 15
France 26 46 28| 6 38 56| 47 40 13 | 19 48 32 | 33 44 23
Germany 35 54 11| 6 63 32|51 42 7 |29 58 13| 35 53 12
Greece 8 45 48| 6 32 62| 7 44 49| 8 46 46| 9 50 41
Hungary 12 68 20| 2 53 46|15 66 19 | 11 69 21| 22 60 18
Ireland 12 57 31| 3 3B 62| 9 69 22| 13 48 39|24 50 26
Italy 10 67 23| 3 59 38|11 71 18| 9 63 28|16 63 21
Latvia 20 55 25| 6 44 51|28 53 19| 16 56 28 |21 53 26
Lithuania 11 57 32| 2 36 63|17 54 29| 9 58 33|17 54 29
Luxembourg 21 36 42 7 36 57 : : : 18 38 44 | 28 37 36
Malta 57 26 17 | 16 43 41 : : : 50 31 19|61 26 13
Netherlands 21 52 27 9 44 47 | 35 54 11 | 17 51 31 | 32 47 21
Poland 5 63 32| 2 43 55| 6 63 31| 5 64 32| 9 61 30
Portugal 25 44 31| 18 42 41 | 26 46 28 | 24 43 33 | 32 43 25
Romania 8 59 33|10 43 47| 8 58 34| 8 60 32|20 56 24
Slovak Republiq 7 67 26 | 1 53 46 | 11 72 18 | 3 61 36 | 12 59 30
Slovenia 5 55 40 1 39 60 7 56 38 5 54 41 | 12 53 35
Spain 37 25 38|16 23 61 |39 27 33|35 24 41 | 46 26 29

Sweden 18 69 14 | 5 57 38| 22 66 12| 18 69 14| 26 59 15
United Kingdom 27 47 26 6 43 50| 43 43 14 | 20 49 31| 25 51 24
EU28 18 54 29 6 45 49| 22 55 23|16 53 31|24 51 25
5

Ukraine* 3 45 52 43 52 3 48 49 2 44 54 9 48 44
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Source: Own calculations based on EU-LFS. LS T lower secondary, US i upper secondary, T i tertiary
education. In Finland, Malta and Luxembourg there were too little observations to compute shares;
*Source of data for Ukraine - ULF; For Ukraine the figures for the short-term unemployment do not include
unemployed with missing info about duration of job search.

education constitutes a larger share in the group of long-term unemployed, than that of
short-term unemployed. In Poland, Slovenia, Hungary and Sweden these differences
are not significant. Tertiary graduates are equally represented in both groups of the
unemployed in these countries.

Although lower secondary graduates are the minority in the sample of the recent school
leavers in most of the countries, they are highly overrepresented among the NEET
population, and the proportion of them in many countries is substantial. The lower the
share of the secondary graduates in the population, the larger their share among the
NEETSs. However, there is some variation in this trend across countries. They constitute
the majority of the NEETSs in Malta and Spain, but their share in the youth population is
also significant there. In Germany, Finland and Austria they represent one third of this
group, while their share in the youth population is about 10%, which is highly
disproportional.

Men constitute slightly larger share among unemployed than women, with the
exception of Cyprus, Portugal, Slovenia and Greece. According to data provided by
ELSTAT, the participation rate of women in the job market in Greece increased
significantly during the crisis. Specifically, in the period between the first quarter of
2008 and the first quarter of 2013 the increase amounts to 3.5 %. The fact that

womeno6s unempl oyment appears stildl hi gher

men can be accounted for recourse to the large gender difference in unemployment
rates before the crisis (almost 9% in 2007) (Papapetrou & Bakas, 2013).

The gender composition of unemployment changed during the crisis. In 2007 there
were more unemployed women than men. This differential impact of the crisis on the
employment of men compared to women may be related to the structure of the
economy i gender specialisation of the affected sectors (Seguino 2009). Verick (2009)
shows that young men were mostly affected by the economic downturn due to the fact,
that they were heavily represented in the construction, manufacture and financial
sectors, which strongly reacted to the slowdown of the economy.

Although the gender structure of the labour market is quite equal in the European
countries. Yet, the participation of women in the labour force is a bit lower than that of
men. In the Slovak Republic, Estonia and Czech Republic there are fewer women
among economically active youth (below 45%). In Greece, Netherlands, Portugal and
Cyprus the share of women is greater than 50%. In these countries, and also in
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Slovenia, there are more women among the unemployed youth. The share of men in
the group of unemployed youth exceeds 57% in Ireland, Germany, Slovak Republic,
Sweden, United Kingdom, Finland, Lithuania, Luxembourg, and Ukraine (Table 2).

Table2: Labour market indicators fahe European countrielsy gender (2013)

unemployed Employed u Loenngl]‘;tlt(e)ryn; d uil?;:g}g;rg d NEET

M w M W M w M w M w
Austria 50 50 51 49 42 59 52 48 48 52
Belgium 54 46 50 50 54 46 54 46 50 50
Bulgaria 56 44 53 47 61 39 52 48 50 51
Croatia 55 45 48 52 58 42 52 48 50 50
Cyprus 48 53 46 54 53 47 45 55 45 55
Czech Republic 55 45 56 44 57 43 54 46 35 65
Denmark 52 48 51 49 50 50 52 48 49 51
Estonia 56 44 55 45 56 44 56 44 45 55
Finland 62 38 50 50 : : 61 39 49 51
France 54 46 50 50 58 42 53 47 49 51
Germany 58 42 52 48 59 41 58 42 45 55
Greece 46 54 52 48 46 54 46 54 47 53
Hungary 52 48 50 50 55 46 50 50 43 57
Ireland 58 42 48 52 66 34 51 49 50 50
Italy 51 49 51 49 53 47 49 51 50 51
Latvia 51 49 51 49 58 42 48 52 43 57
Lithuania 63 37 52 48 78 22 58 42 53 47
Luxembourg 64 36 51 49 : : 60 40 52 48
Malta 57 43 52 48 : : 55 45 51 49
Netherlands 50 50 48 52 56 44 48 52 48 52
Poland 52 48 53 47 52 48 52 48 43 57
Portugal 46 54 48 52 48 52 45 56 47 53
Romania 55 45 52 48 52 48 57 43 46 54
Slovak Republic| 59 41 54 46 62 39 55 45 46 54
Slovenia 47 53 53 47 45 55 48 52 44 56
Spain 50 50 49 51 52 48 48 52 51 49
Sweden 60 41 50 50 55 45 60 40 52 48
United Kingdom| 60 40 51 50 63 37 59 41 47 53
EU28 54 46 51 49 56 44 53 47 47 53
Ukraine* 62 38 57 43 65 35 61 39 37 63

Source: Own calculations based on EU-LFS. In Finland, Malta and Luxembourg there were too little
observations to compute shares.* Source of data for Ukraine - ULF; For Ukraine the figures for the short-
term unemployment do not include unemployed with missing info about duration of job search.
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Ukraine is marked by the widest gender difference in youth unemployment with
substantively higher rates among males.

When we look at the gender composition of the long-term unemployed we see that in
most of the countries there are more men than women among the long-term
unemployed (Figure 17). In most of the countries men are also overrepresented among
the long-term unemployed comparing to the short-term unemployed. It may be related
to the differences in the educational attainment, as women are more educated than
men in the population of recent school leavers. For each country there is a high
prevalence of women among youth with tertiary education, and high prevalence of men
among youth with lower secondary education.

Figurel7: Gender composiin of longterm and shortterm unemployment (2013)
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On average women constitute slightly larger share among the NEET than among the
employed, however the differences is small. Also the structure of the NEET differs by
gender. Women are more often inactive, and men are more likely to be unemployed in
this group. The exceptions are Greece, Portugal and Spain, where the shares of the
unemployed among NEET group for men and women are high (above 70%) and
almost equal. Czech Republic, Slovak Republic and UK have more inactive women
than men among the NEETSs. A similar relation was observed also before the crisis in
2007, but in that time the proportion of the unemployed in the NEET group was smaller
for both sexes.

Immigrants are a vulnerable group and their position in the labour market in
comparison with natives is usually weaker. Empirical literature shows that the
unemployment rate among immigrants is often higher than that among natives
(Helgesson et al. 2012; Reyneri and Fullin 2011), youth immigrants are also more likely
to become NEET (Eurofound 2014). They are also more likely to be discriminated
against in the labour market. For example in Ireland immigrants with similar
characteristics as nationals earn less and are less likely to be in more prestigious
occupations (Barrett and McCarthy 2007; Barrett and Duffy 2008). One possible

explanation for thi sabowt eenpd wryatris@n umfc etrii i inmmi

in the host country, and about his/her skills and labour related experiences. In addition,
the immigrants are also more affected by the economic crisis with respect to the
likelihood of being employed compared to nationals (Barrett and Kelly 2011).

In the past immigrants were perceived as having lower levels of education than natives,
but this trend has changed. In the EU15 countries there has been a strong inflow of
immigrants from the Central and Eastern Europe in recent years, who have higher level
of human capital than the previous waves of migration (mostly refugees and seasonal
workers) and are looking for highly qualified jobs (Kogan 2011). However, they also
have difficulties to integrate into the labour market as their language skills are lower
and there are some obstacles in recognition of foreign degrees, which give access to
some occupations. There is also an inflow of illegal immigrants, especially to Spain,
Italy and Greece, who are highly disadvantaged compared to natives.

It seems, that the population of immigrants may be underestimated in the EU-LFS,
especially those who live in the host country for a short period of time or have just
arrived. There are also difficulties to include in the survey individuals living in
communal establishments or with irregular housing arrangements (Gilpin et al. 2006),
which is quite common among new immigrants. So there is a need to be careful in
drawing conclusions from the data. We have decided to show statistics only for those
countries, where immigrants constitute at least 5% of the recent school leavers.
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Moreover, due to the data limitations in our analysis we only consider the first
generation of immigrants, those who were born abroad.

Figurel8: Share of immigrants among unemployed and employed recent school leavers (2013)
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Source: Own calculations based on EU-LFS.

Immigrants constitute slightly larger share among the unemployed than among the
employed in majority of countries with exception to Ireland, Cyprus, the UK and
Portugal, however these differences are not substantial (Figure 18).

The position of immigrants in the labour market reflects their educational attainment.
According to our data, in Belgium, Cyprus, Denmark, France, Ireland, Luxembourg and
UK there are more youth with higher education among immigrants than in general
population of recent school leavers. In Sweden the proportions of upper secondary and
tertiary graduates are almost equal, while in Austria, Greece, Italy, Portugal and
Netherlands there are more immigrants with upper secondary education. In Spain,
however, quite big share (46%) of immigrants among recent school leavers has only
lower secondary education. In Greece and Portugal this share is also substantial
(above 20%). There is also a variation among the European countries with regards to
the immigrant s 6 ori gins, which stem from different =c
immigrants in our sample come from the outside the European countries (48% from
South America), similar in France (about 60% from Africa) and Portugal (about 25%
respectively from South America and Africa). On the other hand, immigrants in Austria
are mostly from Europe (95%), similar in Cyprus (92%).
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Figurel9: Labour market exclusion indicators among immigrants and na(R@s3)
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Source: Own calculations based on EU-LFS.

There are higher shares of immigrants among the long-term unemployed and the
NEETSs population, however differences are not statistically significant (Figure 19) . The
long-term unemployment rate is statistically and significantly higher for the immigrants
only in Ireland. In the group of recent school leavers according to the EU-LFS data
immigrants are not the most disadvantaged group in the labour market with regards to
long-term unemployment.
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Analysis based on the composition of labour market exclusion shows, that young
people with lower levels of education are overrepresented among the unemployed, the
long-term unemployed and the NEETs while youth with higher education are
overrepresented among the employees. The analysis of the composition of excluded
youth also reveals that the differences between men and women in labour market
participation are not as visible. In this section we show labour market indicators for
groups with different characteristics using the same three categories: education,
gender and immigration status. When the differences in analysed indicators are not
statistically significant we present only the value for one analysed characteristic, in the
case of the statistically significant differences the size and direction of the difference is
also provided.

The unemployment rate among men and women, who recently left school is similar in
the majority of the European countries (Table 3). Only in Croatia, Ireland, Lithuania and
Sweden the unemployment rate is higher among men than women, while in Greece it
is higher among women than men. In Belgium, Spain, Greece, ltaly, Netherlands,
Sweden and Slovenia the unemployment rate among immigrants is higher than that
among natives and the difference is statistically significant. Ukraine stands out with
abnormally low unemployment rate among the young people with lower secondary
education and below. This might be explained by the data limitations, and by
comparatively larger share of the inactive youth in Ukraine rather than in other
countries. In Ukraine only a small portion of youth combine study and work, and those
who decide to continue their studies postpone their entry into the labour market.

The level of education is the feature that most strongly differentiates the situation of
young people in the labour market. In most of the countries the unemployment rate
among recent school leavers with upper secondary education is significantly higher
than that among youth with tertiary education. In Austria and Denmark the position of
youth with upper secondary education is quite strong, so there is no statistically
significant difference between them and the tertiary education graduates in terms of
unemployment. Estonia, Finland, Malta and Netherlands have a similar situation. In all
but two countries lower secondary graduates have higher unemployment rates than
youth with upper secondary education. In Greece the position of graduates of each
level of education is poor, so there are not visible differences between lower and upper
secondary graduates in the rate of unemployment. Also in Luxembourg that difference
does not occur.
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Table3: Mean difference# the uremployment rate among recent school leavieysgroups and country (2013)

GENDER EDUCATION MIGRANTS

. Born
COUNTRY Female (F)| %M - %F | High (H) |%MD - %H| Low (L) |%MD-%L| " BA) %N - %BA
Austria 10% . 6% . 51% -44pp. 14% .
Belgium 16% . 10% 9pp. 45% -25pp. 23% -7pp.
Bulgaria 20% . 12% 16pp. 62% -34pp. 0%
Cyprus 31% . 29% 9pp. 59% -21pp. 26%
Czech Rep. 15% . 6% 12pp. 68% -50pp. 18%*
Germany 7% . 3% 4pp. 35% -28pp. 0%
Denmark 13% . 11% . 22% -10pp. 20%
Estonia 15% . 9% . 36% -17pp. 9%* .
Spain 44% . 33% 13pp. 64% -18pp. 55% -13pp.
Finland 10% . 6% . 35% -22pp. 11%* .
France 20% . 12% 13pp. 54% -30pp. 23% .
Greece 58% -5pp. 48% 15pp. 63% . 63% -9pp.
Croatia 40% 7pp. 31% 19pp. 86% -36pp. 44%*
Hungary 19% . 9% 14pp. 63% -40pp. 22%
Ireland 19% 7pp. 13% 20pp. 50% -17pp. 22% .
Italy 37% . 26% 14pp. 64% -24pp. 43% -6pp.
Lithuania 14% 6pp. 10% 15pp. 54% -29pp. 22%*
Luxembourg 9% . 9% . 30% . 12%
Latvia 17% . 9% 11pp. 41% -21pp. 0%*
Malta 8% . 4% . 27% -21pp. 31%* .
Netherlands 8% . 5% . 18% -8pp. 22% -15pp.
Poland 21% . 13% 15pp. 43% -15pp. 5%* .
Portugal 33% . 26% 7pp. 40% -7pp. 27%
Romania 21% . 17% 12pp. 19% 10pp. 0%*
Sweden 11% 4pp. 5% 10pp. 35% -20pp. 18% -6pp.
Slovenia 26% . 17% 13pp. 71% -42pp. 62%* -40pp.
Slovak Rep. 24% . 17% 15pp. 66% -35pp. 11%*
UK 13% . 9% 8pp. 44% -27pp. 12% .
Ukraine** 13% 3pp 14% 5pp 7% 11pp. - -

Source: Own calculations based on EU-LFS. **Source of data for Ukraine i ULFS. Notes: Only
differences significant at 0.05 level are included. %M - %F means difference between Male and Females;
%MD - % H: differences between people with medium level of education (upper secondary) and Higher
level of education (post secondary education), %MD - % L: differences between people with medium level
of education (upper secondary) and Low level of education (lower secondary and below); %N - %BA
differences between natives and born abroad.

In many European countries long-term unemployment is not a marginal problem and in
half of them the long-term unemployment rate exceeds 30%. The data presented in
Table 4 indicates that the risk of being long-term unemployed varies across all groups
of youth in majority of the countries. In Ireland, Italy, Lithuania and Slovak Republic the
long-term unemployment rate is significantly higher among women than among men. In
terms of education the statistically significant difference between levels of education is
observed only in few countries. In Ireland, Italy and Slovak Republic the long-term
unemployment rate is higher among recent school leavers with upper secondary
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Table4: Mean difference# longterm unemployment rate among recent school leawsrgroups and country
(2013)

GENDER EDUCATION MIGRANTS
. Born
COUNTRY Female (F) |%M - %F| High (H) [%MD - %H| Low (L) |%MD-%L | BA) %N - %BA

Austria 22% . 10% . 28% -14pp. 17%
Belgium 29% . 20% . 39% . 29%
Bulgaria 42% . 41% . 67% . 0%*
Cyprus 32% . 33% . A47% . 28% .
Czech Rep. 26% . 16% . 50% -24pp. 89%* -63pp.
Germany 24% . 15% . 37% -17pp. 0%*
Denmark 12% . 6% . 12% . 5%
Estonia 34% . 18% . 49% . 0%*
Spain 36% . 33% . 41% . 43% .
Finland 10% . 6% . 5% . 0%* Opp.
France 23% . 12% . 44% -23pp. 26% .
Greece 56% . 57% . 55% . 62%
Croatia 46% . 42% . 63% . 59%*
Hungary 30% . 30% . 41% . 48% .
Ireland 35% 16pp. 30% 22pp. 35% 17pp. 36% 10pp.
Italy 47% 4pp. 38% 14pp. 55% . 49% .
Lithuania 14% 15pp. 21% . 37% . 0%*
Luxembourg 5% . 9% . 29% . 0%
Latvia 25% . 22% . 43% . 0%*
Malta 22% . 15% . 35% . 0%*
Netherlands 17% . 8% . 33% . 30% .
Poland 34% . 33% . 41% . 0%* Opp.
Portugal 38% . 35% . 42% . 39% .
Romania 45% . 44% . 41% . 0%*
Sweden 11% . 9% . 12% . 14%
Slovenia 43% . 39% . 50% . 45%*
Slovak Rep. 53% 7pp. 39% 22pp. 83% -23pp. 51%*
UK 25% . 15% . 44% -20pp. 22%
Ukraine** 18% 18% -4pp. 16% -2pp.

Source: Own calculations based on EU-LFS. **Source of data for Ukraine i ULFS.

Notes : Notes : Only differences significant at 0.05 level are included. %M - %F means difference between
Male and Females; %MD - % H: differences between people with medium level of education (upper
secondary) and Higher level of education (post secondary education), %MD - % L: differences between
people with medium level of education (upper secondary) and Low level of education (lower secondary
and below); %N - %BA differences between natives and born abroad.

education than among those with tertiary education. The lower secondary graduates
are at a higher risk of long-term unemployment than the upper secondary graduates in
Austria, Czech Republic, Germany, France, Slovak Republic and United Kingdom. In
Ireland the situation is the opposite and youth with the upper secondary education have
higher long-term unemployment rate than young people with the lower levels of
education. In Ukraine youth with upper secondary education is less likely to be long-
term unemployed compared to both those with tertiary education and those with lower
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secondary education. In countries where the proportion of immigrants in youth
population is visible there is no statistically significant difference between the
immigrants and the natives in terms of long-term unemployment. The only exception is
Ireland, where youth born abroad are at a higher risk of long-term unemployment than
the natives.

Table5: Mean differencein NEET rate among recent school leabgrgroups and country (2013)

GENDER EDUCATION MIGRANTS
. Born
COUNTRY Female (F)|%M - %F| High (H) |%MD - %H| Low (L) |%MD-%L abroad (BA) %N - %BA

Austria 15% . 7% . 57% -47pp. 21% -9pp.
Belgium 27% . 14% 15pp. 69% -39pp. 36% -10pp.
Bulgaria 42% . 20% 27pp. 91% -45pp. 0%*
Cyprus 37% . 31% 19pp. 64% -14pp. 39%
Czech Rep. 30% - 15% 8pp. 80% -57pp. 24%*
Germany 17% -3pp. 6% 7pp. 52% -39pp. 0%*
Denmark 17% . 11% . 32% -17pp. 18%
Estonia 30% . 16% 14pp. 55% -25pp. 27%* .
Spain 38% . 24% 16pp. 62% -21pp. 48% -11pp.
Finland 23% . 12% . 60% -38pp. 21%* .
France 26% . 12% 16pp. 60% -32pp. 28% .
Greece 61% -4pp. 50% 18pp. 71% . 68% -9pp.
Croatia 48% . 35% 20pp. 94% -39pp. 60%* .
Hungary 33% -6pp. 15% 18pp. 84% -50pp. 30%
Ireland 33% . 18% 25pp. 78% -35pp. 34% .
Italy 54% . 40% 16pp. 83% -28pp. 58% -5pp.
Lithuania 26% . 14% 21pp. 75% -39pp. 22%*
Luxembourg 20% . 14% . 50% -30pp. 21%
Latvia 30% -6pp. 16% 15pp. 58% -27pp. 0%*
Malta 17% . 6% . 43% -32pp. 34%* .
Netherlands 15% . 7% 8pp. 37% -21pp. 32% -19pp.
Poland 34% -9pp. 19% 19pp. 67% -29pp. 18%* .
Portugal 34% . 24% 11pp. 49% -15pp. 28% 7pp.
Romania 37% -5pp. 21% 18pp. 52% -12pp. 0%*
Sweden 14% . 7% 8pp. 42% -27pp. 20% -6pp.
Slovenia 35% -8pp. 21% 17pp. 83% -46pp. 76%* -46pp.
Slovak Rep. 36% -7pp. 24% 11pp. 81% -46pp. 25%* .
UK 23% . 12% 13pp. 49% -25pp. 19%
Ukraine** 35% - 26% 11pp. 25% 12pp.

Source: Own calculations based on EU-LFS. ** Source of data for Ukraine - ULFS

Notes : Only differences significant at 0.05 level are included. %M - %F means difference between Male
and Females; %MD - % H: differences between people with medium level of education (upper secondary)
and Higher level of education (post secondary education), %MD - % L: differences between people with
medium level of education (upper secondary) and Low level of education (lower secondary and below);
%N - %BA differences between natives and born abroad.
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Across the European countries the NEET rate among men is similar to this rate among
women. However in Czech Republic and also Germany, Greece, Hungary, Latvia,
Poland, Romania, Slovenia and Slovak Republic the NEET rate among women is
statistically higher than among men. At the same time in Czech Republic the share of
men among the NEETs is the lowest (not more than 36%). Before the crisis the
differences between genders were larger i there were much higher NEET rates for
women, but now they line up due to the fact, that more men became NEET since 2007.

However the difference between sexes is not as serious as the difference among youth
with different educational attainments (Table 5). In most of the countries significantly
lower NEET rate occurs among youth with the tertiary education than among the upper
secondary graduates. Most notable exception is Ukraine, where the highest level of
NEETs is observed among those with the upper secondary education. Upper
secondary education in Ukraine includes professional and technical education which
has been deteriorating since the collapse of the Soviet Union. A mismatch between
the skills demanded by the businesses and those that can be obtained by young
people in vocational schools results in high unemployment rates and high NEET rates
in this particular group. Ukraine demonstrates the lowest NEET rates in the region
overall, which can be explained by the universal literacy and high general school
enrolment: the combined gross enrolment ratio in education of both sexes was 90% in
2009, higher than in some OECD countries (OECD, 2008).0n the other hand, Ukraine
is known for the widespread shadow economy, which might have resulted in the
downward bias in the data. Youth born abroad are NEETs more often than the natives
in Austria, Belgium, Spain, Greece, ltaly, Netherlands and Sweden. In Portugal the
situation is the opposite and the NEET rate among natives is higher than that among
youth born abroad.

Although youth with lower secondary education constitutes the minority of the
population of recent school leavers, they are a group at high risk of exclusion. They are
overrepresented among the unemployed and the NEETSs, and in most of the countries
overrepresented also among the long-term unemployed. Youth with tertiary education
are in a better situation, while a situation of the upper secondary graduates differs
depending on their country of. In most of the countries this group represents a higher
share among the unemployed than the employed. Yet in Austria and Germany, where
the upper secondary education and vocational programmes are more common and
help in transition from school to work, youth manage quite well in the labour market.
The level of education is also the feature, which strongly differentiates the labour
market situation of recent school leavers. The lower secondary graduates have
significantly higher unemployment, long-term unemployment and NEET rates than
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youth with upper secondary education. These rates in young people with tertiary
education are significantly lower than the upper secondary graduates.

The rates of unemployment among men and women are similar across the European
countries, but since the economic crisis, they have increased disproportionately for
men. In most of the countries men are overrepresented among the long-term
unemployed. However their position in terms of unemployment is only a bit worse than
that of women. In the NEET population the proportions of sexes are quite equal, but in
some countries women prevail among the NEET. Women are also more often inactive,
while the NEET men are more likely to be unemployed.

In our specific sample of the recent school leavers immigrants do not seem to be more
disadvantaged in the labour market than natives. However, the unemployment rate and
the NEET rate among them is higher than those among native recent school leavers.
Yet, we should take into account the limitations of the data, which probably lead to an
underestimates of the labour market exclusion in the immigrant population. This
dataset also does not allow for the analysis of the labour market situation of national
minorities and the second generation of immigrants, which are probably also vulnerable
groups.
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Previous section showed that for many European countries the labour market exclusion

of youth who has recently entered the world of work is a serious problem which has

gained importance in recent years. Anot her aspect opbsitignonutheg peopl e
labour market is the job security of those employed.

According to Blossfeld et al. (2005) globalization process is associated with higher
uncertainty for firms. They need to be able react quickly to changing environment.
Therefore, they partially shift the risk to their employees and the expansion of flexible
work arrangements is one of the manifestations of this shift. Dual labour market theory
assumes that the labour market consists of two segments. The primary sector is
characterized by high wages, stable employment and appropriate returns to education,
while the secondary sector lacks all of these qualities (Dickens and Lang 1988).
Therefore, workers in the secondary sector are more exposed to the workforce
adjustments in case of an economic downturn. Following the classification of Eichhorst
et al. (2010b), these adjustments may take the form of either the external numerical
flexibility, when the firm amends the number of its workers to the economic situation, or
the internal numerical flexibility, when the working time is modified without changes in
the number of workers, or adjustments of wages. These risks are not equally
distributed between the employees in the two sectors.

Youth is more vulnerable to the process of the employment flexibilization. Blossfeld
(2008) names two main reasons for that: (i) new entrants have not had a chance to
gain work experience yet, so they lack seniority and professional networks; (ii)
temporary contracts are used as a screening device, when dismissal of permanent
workers is costly. Youth is over-represented in the temporary jobs in the majority of the
European countries (OECD 2014).

Nonstandard employment arrangements might be beneficial for young employees, if

such a position increases employability and leads to an integration into the labour

market in the future. In the literature, there are two opposing views on the long-term

consequences of a temporary job on the labour market entry. The stepping-stone

hypothesis assumes that an initial temporary contract allows workers to gain work

experience and signals their motivation; therefore, it leads to a permanent employment

in | ater career. I n contrast, the fAentrapmento
accepts a temporary job, he/she has reduced chances for a transition into a permanent

employment (Scherer 2004). The empirical findings in this literature are mixed.

Unlike previous studies which deal mostly with one country or a small group of
countries, this paper investigates the insecure market positions of recent school
leavers in all countries of the European Union. While it uses the common Eurostat
definitions of the indicators (see Chapter 1) i
heterogeneity behind the common terms. The main differences concern the
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employment protection legislation regarding both permanent and temporary contracts
and the restrictions on the usage of different types of temporary contracts (OECD
2014). Part-time work regulations also differ among the countries. Some of them
impose equal treatment regulations which aim at preventing part-time employees from
being treated as cheap flexible labour force (Kalleberg 2000).

4.1 Prevalence of insecure jobs

One of the aims of this paper is to show how the European countries differ with respect
to the prevalence of unstable jobs and how the situation has changed during the recent
economic crisis. In order to serve this purpose we use the data for 2007, 2010 and
2013. As described in Chapter 1, a job can be classified as unstable or @typicaldbased
on either objective criteria (such as temporary contract or part-time work) or based on
the subjective feeling of an employee.

There is a wide variation among the European countries in the prevalence of temporary
contracts among recent school leavers (Figure 20). More than half of young workers in
Poland, Italy, Spain and Portugal have a fixed-term contract in 2013. These are
countries with also the highest unemployment rates among the group of interest (see
Figure 8). By contrast, temporary employment constitutes relatively small proportions of
young labour force in most of the post-socialist countries (under 10% in Romania,
Lithuania, Bulgaria, Ukraine, Latvia, Estonia and under 20% in Slovak Republic,
Hungary and Czech Republic in 2013). Temporary employment is also relatively
common in Slovenia, Croatia, the Netherlands and Sweden with over 40% of the recent
school leavers having a temporary job in 2013. On average across countries, 26% of
young European employees hold a fixed-term position in 2013.

In contrast, the level and the variation in the use of temporary contracts among
employees aged 30-59 are relatively small. In most of the countries the temporary
workers constitute no more than 10% of the prime age population (with the exception of
Cyprus, Spain, Poland and Portugal where it ranges between 15-20%). The recent
school leavers are much more exposed to insecure temporary jobs. The majority of the
European countries have at least 3 times higher the rate of temporary contracts among
young entrants comparing to the employees aged 30-59.
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Figure20: Temporary contracts among aent school leavers agelth-29 and employees aged -3® in European
countriesin 2013 (%)
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Source: Own calculations based on EU-LFS. Note: * less than 50 observations in recent school leavers
group; **Source of data for Ukraine - ULFS; For Ukraine temporary contracts include temporary, seasonal
contracts and casual work

Figure21: Temporary contractamong recent school leaversEuropean countrieim 2007, 2010 and 2013 (%)

Source: Own calculations based on EU-LFS. Note: * less than 50 observations in one or more year;
*Source of data for Ukraine - ULFS; For Ukraine temporary contracts include temporary, seasonal
contracts and casual work (available for year 2013 only)
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