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Highlights 3. Extreme youth unemploy-
ment in Serbia and the EU: consequences

and possible solutions
Jelena Zarkovié Raki¢

In Serbia, the unemployment rate for young people
(aged 15-24) reached 50% two years ago. Since the start
of the recession, the deterioration of the circumstances
on the labour market for this particular age group has
also been noted in EU countries, where one out of five
people under the age of 25 is unemployed, the situation
being even graver in southern Europe. The graph below
shows the European countries in which the situation is
particularly worrying.

When economies face difficult periods, such as the cur-
rent recession, young people are the first to lose their
jobs, due to insufficient working experience and skills
that are irreplaceable to their employers. So, for an ex-
ample, in 2008, the youth unemployment rate in EU-27
was twice the unemployment rate for the whole popula-
tion, as the recession affected the youth more than any
other age group. Since early 2009, the gap between the
youth unemployment rate and the rate for the whole
population has been constantly increasing, reaching the

2,6 ratio by the end of 2012.

Substantial youth unemployment creates significant ex-
penses on both the individual and social level. For the
state, this means decreased revenues from income tax,
higher budget expenditures for benefits, such as unem-
ployment benefits, but above all, unused labour poten-
tial. So, for example, a study' in the UK assesses that
productivity losses attributed to youth unemployment
could be measured in ten million pounds on a daily level.
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Studies carried out mostly in developed countries indi-
cate that, on the individual plan, long periods of unem-
ployment have a negative effect on the individual’s future
income (the so-called “wage scar”). A widely cited study
in the UK? points out that young people enduring long
periods of uneployment at the start of their careers, re-
ceive income decreased by 9 - 21% for as long as twenty
years. For the USA, Mroz and Savage (2006)* find that
the effect of decreased income may linger for about ten
years. On the other hand, the results of measuring the
magnitude of the “scar” in poorer countries vary signifi-
cantly from case to case. A large-scale study carried out
for China, indicates that any effect of unemployment on
tuture income for young people dissapears after merely
three years*. However, a research conducted for Argen-
tina and Brazil® shows that the effect the scar has on
young people who have not only been unemployed for
a long time, but have worked in the informal economy,
lasts up to ten years, and is especially prominent with
underqualified individuals.

Apart from being unemployed, a large number of young
people is excluded from education and training pro-
grammes. It is estimated that there are nearly 8 million
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Graph G3-2. Youth unemployment rate (age group 15-24), 2012
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young people in Europe who belong to the so-called
NEET (not in employment, education or training) catego-
ry. At the same time, 30% of unemployed people under
the age of 25 have been unemployed for more than 12
months.® The European Commission has, therefore, re-
cently proposed the introduction of the Youth Employ-
ment Package, a program focusing on:

1. Easier school-to-work transition through guarantees
for persons under the age of 25, enabling them to obtain
new jobs, continue their education or enter internship
programs 4 months upon finishing their education or
losing their jobs;

2. Improving the quality and range of internship pro-
grams and training courses;

3. Providing options for young people to work and de-
velop their skills abroad (through an exchange program
similar to Erasmus)

For the Package, the European Union intends to spend
8 billion euros over the next two years, assigning the
largest part to the countries most severely aftected by
the recession, such as the southern economies. In addi-
tion to this, the European Investment Bank should help
small businesses employ and train young people.

According to the Survey on labour force issued in April
2013, there are almost 200,000 young people in Serbia
pertaining to the NEET category (i.e. 25% of the total
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number of young people aged 15-24). Taking into ac-
count the findings regarding the impact of long-term
unemployment on the future income of young people,
one is very alarmed by the fact that as many as 60% of
unemployed people under the age of 25 seek jobs for
more than 12 months.

In Serbia, the National Employment Action Plan
(NEAP)’, an instrument for the operationalization
of the goals set in the National Employment Strategy
2010-2020, provides a so-called package of services for
young people in the current year. The package stipulates
that in the first three months following a young person’s
application to be registered as unemployed, the National
Employment Agency shall: 1) assess the person’s em-
ployability; 2) establish the individual employment plan
and set the most suitable measures for activating and
enhancing the employability of young people; 3) offer
a job or some other active employment policy measure
that may assist in employment (counceling, training
courses, self-employment subventions, support for the
development of youth entrepreneurship and so on).

Content-wise, the youth package of services, as well as
the EU youth guarantees, resemble the programs ini-
tially introduced in Scandinavian countries (1984 in
Sweden, 1993 in Norway and Denmark and, finally,
Finland in 1996). Due to the intense debate in Euro-
pean circles over the success of these programs, results
of the evaluations of former measures have emerged. So,
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for example, in the Eurofond’s research for Sweden and
Finland®, these programs are evaluated as positive for
trying to avoid the aforementioned effect of the scar.
However, the research also emphasises the fact that
the guarantees are beneficial for work eligible young
people who have just entered the labour market, and less
beneficial for long-term unemployed individuals. Fur-
thermore, the success of these measures also depends on
other public policies (e.g. NEA infrastructure and capaci-
ties, university availability, offer of internship programs
and trainings). In conditions of high youth unemploy-
ment rate, one may tempted to reach for quick solutions
that may not necessarily bring about long-term benefits
for this population. For example, by way of guarantees, a
young person may be offered a job, a position in the edu-
cation system, or traning with low expenses in a relatively
short amount of time, without solving the structural
problem of this target group, which is the lack of skills
and qualifications. Finally, it is considered that the mo-
ment of intervention is crucial, and that the three-month
period (available to the National Employment Agencies
in Finland and Sweden) is too long, and that the Agen-
cies should be obliged to aid unemployed youths upon
entering the unemployment register.

Taking into account the fact that in Serbia, the youth
package has only been introduced this year, it is too
early to predict its effect. However, when planing the
2014 NEAP (which has not been adopted, most likely
due to the Government reconstruction) these and simi-
lar evaluations should be taken into account so that the
available NEA capacities may be used in the best pos-
sible manner in order to reduce the number of unem-

ployed youths.

Apart from specific programs aimed at young people
which should be developed and enhanced, it is necessary
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to work on changes in the education and training sys-
tems, in order to reduce the gap between skills offered
and sought on the labour market.

Since 2003, the European Union has used various proj-
ects to help the reform and modernization of the sec-
ondary vocational education system, in order to respond
to future needs of the economy, the companies’ needs
for trained labour force, simultaneously increasing the
employability of individuals with the secondary level of
education. However, the quality of vocational education
in Serbia is still low, as the areas are too specialized and
the system generally unpopular among students. This
year’s cancellation of numerous classes attests to this
fact.

In the domain of university education, there has been a
small number of graduates in Serbia. This, however, is
not due to an insufficient number of enrolled students,
but because of the fact that many students quit their
studies or study for too long. Undoubtedly, one of the
causes of this problem is the fact that the university pro-
grams are much more shaped by the supply, rather than
the demand for particular knowledge.

As assessed in the latest study on the role of labour mar-
ket skills in the future economic growth of the Western
Balkans’, in order to solve the structural problems of
young people in Serbia — mainly the lack of skills and
qualifications — it is necessary to finally initialize the in-
stitutional cooperation between education and employ-
ment policies. To begin with, it would be sufficient to
create a body that would assemble experts in thses two
fields, who would then initialize a strategic debate on
the reform of the education system. Until then, mea-
sures such as youth guarantees can only ease the current
situation for young people, but cannot offer a long-term
solution to their problems on the labour market.
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