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Abstract 

Against the framework of multiplied and diversified challenges to sustainable development, optimizing the young people 
insertion into the labour market stands out as an imperative as well as a promising tool for tackling demographic ageing, societal 
and individual risks as well as the sustainability of economic and social growth. Along the last years daunted by economic crisis, 
the youth unemployment rates have soared up to over 30% and NEET rates (for 25-29 age interval) to over 25%  in a quarter of 
the EU countries. The average European values for these indicators remain high, threatening to transform the “lost generation” 
metaphor into reality. Considering extremely high medium and long term costs - to both the individual and the society - 
associated to the youth exclusion from the labour market, based on a thorough literature review and statistic analysis, this paper 
aims to provide a concise picture over the phenomenon of youth exclusion on the Romanian labour market and to assess the 
impact of the educational level, as one of the main risk factors, on the structure and size of the vulnerable group. Considering best 
practice examples in other countries, the paper ends with presenting main policy directions for tackling this important societal 
risk. 
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1. Introduction 

In Romania, as in most developed countries, the insertion of the young people within the labour market has 
become increasingly difficult. At national, european and global levels, the youth unemployment rates have exceeded 
twice the adult unemployment rates for more than a decade. Moreover, the recent economic crisis pulled out many 
more young people from the world labour market, adding other 4 million to the previously excluded 70 million. The 
figures of the indicators for youth insertion on the labour markets of many European Union member states, 
including Romania, present a worsening trend. The average EU youth unemployment rate has increased by 50% 
during the economic recession and the youth employment rate has decreased three times as much as the adult 
unemployment rate.  

Displaying one of the highest NEET rates and lowest activity rates in the European Union, while enjoying one of 
the youngest populations within the EU, Romania seems to have lost an important and maybe last opportunity 
window to mitigate the impact of demographic ageing on social and economic sustainability. This important key 
generator of human and social capital, of innovation and progress stays unmined, threatening, directly and 
intricately, the economic and social pillars of the “under construction” sustainable development edifice.  

Capitalizing on the generous literature as well as on the statistic data provided by Eurostat†, this paper aims to 
delineate recent developments regarding the integration of the young within the European and national labour 
markets, to emphasize the educational level among the main risk factors for youth exclusion from the labour market 
and to assess its impact on the amplitude of the phenomenon. 

To this end, our statistical analysis is focused on the NEET rate (the incidence of the young people not in 
employment, education or training), as it allows for a more consistent, precise and comprehensive perspective over 
this issue than other indicators, such as the unemployment or employment rates etc. (Quintini and Martin 2006; 
Eurofound, 2012a). Given specific analytical context or data availability, we would refer to the whole 15-29 age 
span, taken either as one segment or divided in two age groups, i.e. 15-24 and 25-29, as they involve different 
characteristics, behaviours and causal relationships. We conclude with presenting the main political alternatives for 
facilitating the youth employment and for harnessing their full potential to their benefit and for the present and 
future society, as a whole. 

2. Short literature review 

By the end of the 1970s, the insertion of the youth in the labour market had become a matter of concern and 
interest for both the academic community and policy makers in the more developed countries. (Freeman, 1979; 
Clarkand Summers, 1982; Ellwood, 1992; Berger, 1989; etc). Despite various measures and policy tools meant to 
smooth the transition of the young people from school to work, their entrance on the labour market was increasingly 
difficult. Initially this phenomenon was associated with the transitory excedentary labour offer of the “baby 
boomers”. When the youth unemployment rates kept increasing in spite of shrinking cohorts, deeper structural 
dysfunctionalties within the labour market and educational system were taken into consideration. 

At the end of the 1990s and the beginning of 2000s, once the unemployment rates for the young population 
doubled the values for the adult workforce in the developed world (Blanchflowerand Oswald, 1998; Blanchflower 
and Freeman, 2000), the issue of youth integration in the labour market became one of the most critical challenges 
for public policy at national and international level and a issue of wide interest in the literature (Blanchflower and 
Oswald, 1998;  Blanchflowerand Freeman, 2000; Korenman and Neumark, 2000; Jimeno and Rodriguez-Palenzuela, 
2002; O’Higgins, 2003; Quintini and Martin 2006; etc). 

The recent economic crisis has deepened the difficulty of the young to identify and ensure a place on the labour 
market, given their high sensitivity to macroeconomic evolutions, empirically demonstrated in the work of many 
researchers before recession (Blanchflower and Freeman, 2000; Jimeno and Rodriguez-Palenzuela, 2002; 
O’Higgins, 2003; OECD, 2008 etc). 

 

 
† Unless otherwise mentioned, all data are taken or derived from the Eurostat database 
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Along the last years, especially in the context of the global socio-economic developments and of the sustainability 
imperative, researchers as well as policy makers and international organizations have looked deeper into the 
characteristics, risk factors, costs and consequences at individual and societal levels, in order to better understand the 
phenomenon, to fathom solutions and alternative means. Empirical and theoretical studies covering national, 
regional, European, OCDE or global perimeters completed the previous range of research endeavours (OECD, 2010; 
Bell and Blanchflower,2011;; Symonds et al, 2011; Vasile and Vasile, 2011; Bălan et al, 2012; Macmillan 2012, etc. 
Hawley et al, 2012; Keep 2012; Eurofound 2012 a/b; ILO 2012; Dietrich, 2012; Crowley et al, 2013; Maguire, 2013; 
ILO 2013; EC 2014, etc). 

3. The risk of youth exclusion from the labour market. Romania vs European Union 

Along the last decades, the dawn of post-industrial, knowledge-based society has concurred with increased 
complexity, difficulty and length of the transition of the young from school to work (Eurostat 2014a, Maguire 2013, 
Dietrich 2012). This process has become non-linear, difficult to predict and to control. Moreover, in the EU, while 
the young cohorts has decreased during the last 10 years (-8.8% compared to 2003), the unemployment rate has 
increased from 18.3% in 2003 to 23.4% in 2013. Temporary and part-time employment has also constantly 
increased with 6.3 p.p and 9.4 p.p, respectively, since 2003, suggesting increased flexibility on the labour market 
which may support the absorption of young workforce but, at the same time, higher levels of unstable and low 
quality employment for the young. 

The recent economic crisis has amplified the exposure of this most vulnerable segment in the labour market 
(EC 2010, Vasile and Vasile, 2011; Dietrich, 2012, Eurofound, 2012 a,b; Hawley et al, 2012; Bell and 
Blanchflower, 2011; ILO 2012, Scarpeta et al, 2010, etc). In times of economic downturn, the young people are the 
most exposed to risks such as losing jobs, poor employment, the risk of being trapped in vulnerable, instable, 
temporary, informal occupation. Since 2008, the mean value for the employment rate in EU decreased by more than 
5 p.p and the unemployment rate increased by 7,8 p.p.Also, the share of the young people not in employment, nor in 
education or training (NEET rate) increased from 10,8% (a minimum of the last ten years) to 13% in 2013 for the 
15-24 age span and to 21% for 25-29(Fig. 1) 

 

 
 

Fig. 1. NEET rates,2013 vs 2008, 15-24 (a) and 25-29 (b) age groups. 
Source: the authors, based on Eurostat database 
 

Looking beyond average values, there are three European countries with youth unemployment rates above 50% 
and other 7 states with values above 30%. It seems therefore, that the metaphor „lost generation”, widely used in the 
recent literature, becomes a reality with major costs for society and hindrances for sustainable social and economic 
development. 

The Romanian young people have also been hit by economic crisis. Even if the increase in unemployment rate 
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was somewhat more moderate than the average of EU 28, the raise in the NEET rate exceeded two times the 
European average. Even if Romania is ranked the 15thconsidering youth unemployment rate and close to the EU 
average, the NEET rates calculated for the 15-24 and 25-29 segments place Romania on the 22nd and 21st positions 
in the European ranking. The increases in the NEET rates, of 45% for the 15-24 segment and 50% for 15-29 
segment during 2008-2013, were among the highest in the EU.  

The incidence of long-term unemployment among the youth has also increased along with unemployment rates. 
Measured as the share of long-term unemployment in total youth unemployment, the indicator values raised to 
43.3% in 2012, a figure almost 1.5 times higher than the 2009 level, with 10 p.p higher than the EU average and 
43.4 p.p higher than the first ranked European country (Finland). 

4. The level of education, a risk factor for youth exclusion from the labour market. Who is the biggest loser? 

Since the very first endeavours to approach the issue of youth preclusion from the labour market, researchers 
have prospected the system of correlated causal relationships, of potential risk factors (Berger, 1984;Blanchflower 
and Oswald, 1998; Freeman, 2000; Gregg and Machin, 2000; Quintini and Martins 2006; etc). The risk factors 
related to the individual background have generally been considered to derive from the familial as well as from the 
personal context, such as the level of education and professional training, the level of expectations regarding oneself 
and society, parents’ social and occupational status, special educational needs due to disability or chronic affections, 
belonging to disadvantaged or exposed to social exclusion groups, or involvement in criminal activities, etc. (Gregg 
and Machin, 2000;Keep 2012; Eurofound 2011; Eurofound 2012a; Macmillan, 2012). 

Once the youth exclusion from the labour market lost its marginal, isolated character and the insertion indicators 
displayed a tendency of amplification despite multiple and various endeavours to counteract the phenomenon, many 
studies have focused on other potential factors,of institutional, structural, societal and macroeconomic nature. 
Initially, within the context of transition to post-industrial global economy, the high youth unemployment rates were 
explained through the structural transformations, the divergence between the demand and supply of qualification, 
competences and aptitudes (Clark and Summer, 1982; Blanchflower and Freemann, 2000).  

Since the new millennium, the researchers’ concern shifted towards the labour market institutions, the social 
models and their impact on the youth unemployment dynamic (Jimenoand Rodriguez-Palenzuela, 2002; Quintini 
and Martin, 2006;  ILO 2006; Martin, 2009). A wide range of institutional factors have been highlighted, which may 
be related  to dysfunctions within the labour market, such as over-regulation (minimum wage legal provisions, 
restrictions for temporary and part-time employment, etc), general disinterest for investing in young graduates, high 
incidence of poor employment for the youth, tolerated discriminatory attitudes and behaviours towards 
disadvantaged and vulnerable socio-demographic groups etc. Their negative impact is potentiated by ineffective 
fiscal or active labour market measures 

Other factors with broad impact on the whole generation of young people may spring from the education and 
training system, which is often inefficient, unattractive and unadjusted to the structure and developments on the 
labour market.  

According to the literature, the education  level stays as the most important predictive factor for the young 
individual’s evolution on the labour market (Eurofound 2012,  ILO 2012,  Dietrich 2012, Keep, 2012, etc). The 
higher the education level, the lower the vulnerability and exposure to unemployment risk and the higher potential 
income. According to Eurostat data, the share of the young people with low education represents about 70% of the 
NEET population in states like Spain, Portugal, while it exceeds 50% in other countries like Netherlands, Denmark, 
Germany, Bulgaria, Austria, Romania and Italy. 

In 2013, in EU, the highest unemployment rates were registered for the young people with the lowest education 
level (ISCED 0-2): 31% for the 15-24 age span and 28.2% for 25-29 age group. 
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Fig. 2.Unemployment rates for 15-24  / 25-29 age groups after the education level. Romania vs EU28. 
Source: the authors, based on Eurostata data 
 

Nevertheless, in Romania, the shares are allotted significantly different. While the total unemployment rate for 
the 15-24 age group stays close to the average value for EU28, Romania presents the highest unemployment rates 
for the young people with tertiary education (ISCED 5-8: 32,7%) and the figures suggest an upward trend (Fig.2) 

The unemployment rate amongst the most educated young people in the 25-29 age group is higher than the EU28 
average as well as than the medium and low-educated youth (fig. no 2). Moreover, from a dynamic perspective, 
while the unemployment rate for the young people with ISCED 0-2 education level, in 2013, was similar to the 2003 
level and for those with ISCED 3-4 level was by only 1.6 p.p higher, the unemployment rate among the graduates of 
ISCED5-8 levels almost doubled, from 6.8% (in 2003), to 11.6% in 2013. 

It is apparent that the economic crisis impacted hardly especially on the insertion and stability of the most 
educated young people (Bell and Blanchflower, 2011) in the labour market. In EU, on the whole, the unemployment 
rates for tertiary graduates increased steeper than for those with low or medium education level. 

Also, the correlation coefficient (Pearson’s r) calculated for EU28, between the share of university graduates 
and NEET rate for 25-29 age group suggests a fading relationship between the two indicators once the crisis hit the 
labour market. (Fig. 3) 

 

 
 
Fig. 3.The correlation coefficient between the share of tertiary graduates in 25-29 years old population and NEET rate, for EU 28. 
Source: the authors, based on processed Eurostat data. 

 
In Romania, the blow of the economic crisis hit the hardest the most educated young people. While, between 

2008 and 2013, the unemployment rate for the least educated young people (15-29) decreased with 13%, the 
incidence of unemployment for medium and highly educated youngsters increased with 45% and 30% respectively. 
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For the 25-29 age group, relevant for the absorptive capacity of the labour market for young educated workforce, the 
unemployment rate amongst the university graduates tripled, reaching 42.2% after an increase of 210%.  

It is also significant that, for the segment of highly educated young people, while the unemployment rate 
increased, the activity rate decreased with almost 10%, from 87.4% in 2003, to 79% in 2013, and this evolution 
cannot be explained with returning to education as it is the case for the low and medium educated young people. 
Moreover, in Romania, alongside Cypres and Latvia, youth with tertiary education represents over 20% in total 
NEET population, while in Greece the percentage rises above 30% and drops down to 5% in Netherlands, Sweden 
and Denmark (Eurofound, 2012). 

From the societal perspective, the analysis of the elasticity of NEET rates to a change in the share of young 
people with medium or high education in total young population presents controversial results, at least in Romania. 

The simple regression equation based on statistic data covering the 2004-2013 time span, with the NEET rate 
value for Romania’s 15-29 youth as dependent variable and the share of ISCED 3-4 graduates in the same age group 
as independent variable, infers that, the increase of one p.p in the predictor variable may determine a decrease by 
2.99 p.p in the regress and. The coefficient is statistically significant (p=0.0004) and the model presents considerable 
explanatory power (adjusted R2=0.78).  The model was tested and validated for heteroskedasticity as well as for 
autocorrelation of the residuals. Thus, we have found an expected causal relationship between the two indicators. 
The larger the group of medium educated young people (at the expense of the less educated, obviously), the more 
limited the NEET phenomenon. 

Yet, our findings are different regarding the youth with tertiary education. The simple regression model built for 
the same time and age span, with the NEET rate for the response variable and the share of university graduates 
(ISCED 5-6) for the independent factor, presents a statistically insignificant positive coefficient. Also, the 
correlation coefficient between the two variable is 0.11, confirming the lack of direct causal relationship between the 
size of the university graduates cohorts and the amplitude of NEET, in Romania. 

With the same variables (NEET rate 15-29 as dependent variable and share of university graduates as 
independent variable) we also built an autoregressive model, with panel data for the EU28 countries. While the 
panel data techniques allow for a better representation of the spatial characteristics through individual effects, the 
autoregressor (the value of NEET rate for the previous year) embeds the cumulative effect of all the other factors not 
taken into account and assesses the inertial character of the analysed phenomenon. 

The equation, which had been tested for fixed temporal and spatial effects, displayed statistically significant 
coefficients for both the independent variable (p=0.044) and for the autoregressor (p=0.000) and high explanatory 
power (Adj. R2 = 0.93). 

The regression coefficient is negative but relatively low, suggesting that, in the EU as a whole, despite high 
explanatory power of the model, for each added percentage point in the share highly-educated young people, the 
NEET rate (for 25-29 age group) would decrease but only by 0.26 p.p. 

5. Conclusions 

The results presented above confirm that, regarding at least Romania, the issue of youth exclusion from the 
labour market is not of a circumstantial but structural, systemic nature, with roots deeply embedded in both the 
labour market and the education system. (Vasile et al, 2008) 

Therefore, for mitigating and preventing the risk of disconnection of the young generations from the Romanian 
labour market and, eventually, from society, as well as for reaching the employment rate target assumed within the 
Europe 2020 strategy, policy tools addressing both the demand side and supply side are required. On one hand, 
policy interventions should aim at increasing the propensity and interest of employers towards employing young 
workforce, through fiscal incentives, grants and higher flexibility on the labour market. It is noteworthy that the 
indicators for the flexibility of the labour market rank Romania the last within EU 28.  

On the supply side, however, settingquantitative targets for tertiary education graduates is definitely not enough. 
In the literature, the chronic divergence between the educational system offer and the demand on the labour market 
in both structure and dynamics has been repeatedly outlined. (Bălan et al, 2012;Vasile et al, 2009;Vasile and Vasile, 
2011) 
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Therefore, based on the wide range of examples of good practice in the international political landscape, the 
political interventions should aim to quality and less quantity oriented goals. These would surely refer to the 
functionality and efficiency of the labour market but, first and foremost, to the correspondence between the content 
and quality of the educational process, on one hand, and the demand and requirements for human resources of the 
business sector, on the other.(Vasile et al, 2008; Keep 2012; Eurofound 2012 b; Hawley et al, 2012; Macmillan 
2012; Biavaschi et al, 2012; Maguire, 2013, Crowley et al, 2013, etc.)  The challenge to improve the efficacy and 
functionality of the educational system and its convergence with the labour market becomes even more difficult 
given that, beside the ambitious objectives undertaken by Romania within Europe2020 Strategy for the educational 
system, it is forecasted that, by 2020, the share of jobs requesting highly qualified human capital, with high adaptive 
capacity and innovation propensity would increase up to 35% (CEDEFOP, 2010). 

Concluding, this paper presented, in an original manner, the role that the level of education plays in the youth 
insertion on the labour market. It highlighted the peculiar characteristics of this causal relationship in Romania, 
arguing that increasing the cohorts of tertiary education graduates does not necessarily enhance the youth inclusion 
in the labour market and society. 

Thus, public policies and European funded programs targeting the improvement of the quality of educational 
offer, the provision of support and orientation to young people towards appropriate jobs or training, the stimulation 
of the business sector interest to acknowledge and assume responsibility in preparing young workforce as well as the 
optimisation of dual education schemes and active policies on the labour market are acute priorities that may assist 
society in mitigating and preventing the societal risk of the lost generation  

Future research would involve the assessment of the impact of other risk factors for youth exclusion from the 
labour market – acting at individual or structural, institutional levels – and to identify main strategic interventional 
areas for potentiating their positive impact. 
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