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The exceptional response of solidarity to the COVID-19 pandemic has
helped to mitigate some of the socio-economic impact of the crisis,
keeping income inequality and poverty in the EU at bay. This year’s
edition of the Employment and Social Developments in Europe (ESDE)
confirms the tentative findings of the previous one in this respect and
provides further insights on the recovery. Nevertheless, during the last
two years, some groups - such as young people - were more affected
than others. These inequalities risk to be reinforced by the
consequences of Russia’s war of aggression against Ukraine,
particularly given the recent price spikes.

In this context, and in the spirit of the European Year of Youth, the 2022 ESDE review provides further evidence
of the challenges and opportunities young Europeans from different socio-economic backgrounds face in the
aftermath of the COVID-19 pandemic and in light of the digital and green transitions:

e  First, school closures during the pandemic caused learning loss, particularly among disadvantaged students.
If not appropriately addressed, this will likely lead to increases in education inequalities and may negatively
affect young people’s prospects of finding good jobs in the future.

e Second, young people who have already finished their education often face difficulties in finding their first
job, which has potentially negative effects on their career prospects. This has also led to worsening mental
well-being among young people.

e Third, young people already in the labour market were strongly affected by the reduction of working hours or
even job losses during the pandemic, notably due to their higher share of fixed-term contracts.

e Increasing housing prices over the last 6 years raise concern regarding the prospects of young Europeans to
become economically independent or to be able to buy their own home.

What the report also shows is that many young people are highly educated, digitally skilled and have an

awareness of ecological issues which can help them seize opportunities of the recovery and of the digital and

green transitions.

It is therefore crucial that we take the necessary steps at all levels to implement solutions that create a thriving
environment for young Europeans and actively involve them in shaping the political agenda, as seen in the
framework of the Conference on the Future of Europe. We know through the Conference proposals and debates
that social issues are a strong concern of European citizens. Social and employment policies adapted to the
individual needs can help combat youth unemployment and inactivity. They support the younger generation when
starting their first job after education, when leaving their parental home, and when entering in partnerships and
starting family life.

The EU is working with Member States on many levels to support young people. The reinforced Youth Guarantee
for instance supports young people that have difficulties in finding employment or training that would suit their
needs. The new ALMA programme (Aim, Learn, Master, Achieve) will give young people even further away from
the labour market an opportunity to participate in a work-related training experience in another Member State,
receive tailored mentoring and training, and finally find their way back to education or employment back home.

We also need to ensure that young people have access to adequate social protection. A high-level expert group is
currently looking into the future of the welfare state, its financing and interconnections. Its conclusions will help
to ensure fairness across generations, gender, age and income groups so that we can adapt our social protection
systems to the new realities of the twin transitions and geopolitical tensions.

Just like previous editions, this ESDE review provides crucial analytical input to shape our policies in support of an
inclusive COVID-19 recovery, to increase our resilience and make the green and digital twin transitions socially
fair. | invite you to discuss the evidence presented in this report to create jointly a strong social Europe and
deliver on our collective commitment to implement the European Pillar of Social Rights Action Plan.

et

Nicolas Schmit
Commissioner, Jobs and Social Rights
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YOUNG EUROPEANS: EMPLOYMENT AND SOCIAL CHALLENGES AHEAD

In 2021, the European economy rebounded strongly from the severe
contraction triggered by the outbreak of the COVID-19 pandemic, but
that recovery followed an uneven pattern. Some Member States that
experienced the biggest drops in 2020 (Italy, France, Greece, Croatia) recorded
strong Gross Domestic Product (GDP) growth, while Member States with robust
pre-crisis growth resumed those growth trends (Estonia, Hungary). Others
showed more moderate growth, such as Germany, whose GDP expanded by 2.9%
(after a fall of 4.6% in 2020).

Russia’s military invasion of Ukraine in early 2022 brought war back to
the European continent, causing many deaths and precipitating a
humanitarian crisis. Around six million people, most of them women and
children, have fled from Ukraine to the EU, constituting the largest single
movement of displaced persons in Europe since the Balkan wars three decades
ago.

Having barely recovered from the impact of the COVID-19 pandemic,
the EU economy now faces new disruptions caused by the conflict in
Ukraine. These developments are impacting the European economy and citizens
through instability of trade flows and export market losses, supply-chain
bottlenecks, and increased costs of energy and other commodities. Accordingly,
the economic outlook has been revised downwards and real GDP growth in both
the EU and the euro area is now predicted at 2.7% in 2022 and 2.3% in 2023,
with considerable heterogeneity across the Member States. Sharply rising
inflation (at the highest levels recorded since the introduction of the euro) risks a
deterioration in the social situation in the EU, with the purchasing power of low-

income and middle-income households

splincreaselinithelE! expected to be particularly affected.

EMmpLoymencitacelinieve. The labour market recovered in 2021,
with a pick-up in economic activity
and the phasing-out of containment
measures in the wake of successive

COVID-19 waves. Employment increased by 1.2% and returned to pre-crisis

levels towards the end of the year. Despite the slowdown in economic activity,

the medium and longer-term outlook for the European labour market is
anticipated to continue to improve, with employment expected to increase by

1.2% in 2022 and by 0.7% in 2023.

Labour market outcomes varied by age group, with young Europeans
facing the largest disruptions to their labour market prospects. Despite
improvements towards the end of the year, youth unemployment in 2021

In 2021, the EU economy and the
labour market recovered from
the COVID-19 pandemic. This
rebound was slower for some
groups, such as young people,
with the Russian aggression in
Ukraine and rising prices posing
additional challenges for
economic growth and an
inclusive recovery.
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remained 1 percentage point (pp) higher than pre-crisis levels (in 2019),
compared to a 0.2 pp difference for total unemployment. When in work, young
people were more often employed on temporary contracts (45.9%, compared to
10.2% for the general population).

Youth employment has yet to return to pre-pandemic levels. The
employment rate among 15-24-year-olds declined by an average of -2.1 pp in
2020 (to 31.4%) compared to 2019, a loss that was only partially compensated
by a rise of 1.3 pp in 2021. Young people were more concentrated in non-critical
jobs that did not have to be performed during the pandemic, even though the
ability to telework and the need for social interaction in the job was similar
across age groups.

Poverty and inequality seem to have
remained fairly stable despite the
OVEerty (AROE)Irateiwas shock of the pandemic, an outcome
broadlvistablelini2027" likely linked to exceptional public
intervention. Simulations for 2021
indicate that inequality and risk of poverty
simutations remained broadly steady, but data
limitations mean that these results should
be interpreted with caution. The risk of poverty and social exclusion in 2020
(most recent official information available) rose slightly. At EU level, the number
of people in severe material and social deprivation increased to 28.85 million in
2020 (compared to 28.03 million in 2019), with considerable variation across
Member States. Government intervention helped to mitigate these social
impacts, especially early in the pandemic.

The social impacts of the crisis also depended on age, with young
people experiencing a slight deterioration in living conditions. Minors and
the working age population were more affected by severe material and social
deprivation (+0.7 pp and +0.2 pp in 2020, most recent official data available),
while this risk fell for the over-65s (-0.9 pp). These groups also faced a higher
risk of poverty in most Member States in 2020.

In light of the particular challenges faced by young people due to the
COVID-19 pandemic, and in the spirit of the European Year of Youth,
this year’'s Employment and Social Developments in Europe (ESDE)
focuses on people under 30 years of age. It reviews the difficulties and
opportunities faced by young Europeans from different socioeconomic
backgrounds in the aftermath of the COVID-19 crisis and in light of the digital
and green transitions. Chapter 1 presents the main economic and social
developments in the EU, with a focus on outcomes for young people. Chapter 2
asks who young people are and what they care about: it looks at key transitions
defining the period of youth (e.g. entrance to the labour market) and reports
young people’s chief concerns and priorities for the future. Chapter 3 presents
an analysis of young people’s labour market outcomes, with a particular focus
on how they cope with the challenges associated with transforming labour
markets in Europe. Chapter 4 focuses on the living conditions of young people,
their income trends and volatility, and the gender pay gap. Chapter 5 addresses
the role of education from the very early years through to the transition into
adulthood.

The key transitions defining
youth, such as exiting education

interedithellabourimarxe and finding their first job, are
almostitwolvearsiearlier thar changing and taking longer. The
average age at which people obtain
their highest level of education has
increased across generations: at EU
level, the cohort of people now aged

Key transitions characterising
youth, such as exiting education,
finding their first job, and moving
out of the parental home, are
being delayed across
generations.



61-75 left education more than one year earlier than their younger counterparts
(today’s 31-45-year-olds) and entered the labour market almost two years
earlier.

Young people reported facing particularly difficult labour market and
financial conditions during the pandemic, and their mental health came
under strain. They were disproportionately affected by job loss and reductions
in working hours, with some reporting difficulties in meeting their usual
expenses, such as bills and rent. This situation created considerable worry
among young people about their future prospects, particularly in relation to
finding or maintaining adequate housing in the longer term (61% stated this
concern in the context of the next 10 years) and ensuring their financial security
in old age (70%). They also reported worsening mental health, with 17% of
respondents in the 18-29 age group self-assessed as being subject to anxiety or
depression, compared to 11% in the 30-34 age cohort.

Nevertheless, surveys show that younger respondents show higher
levels of optimism and trust in government compared to other age
groups. In spring 2021, less than half (40%) of young people reported feeling
optimistic about their future, but this share was still far higher than that of
people aged 30+. A similar pattern was evident in their relationship with
institutions, with young people reporting higher levels of trust in their national
governments and especially in the EU.

Top priorities for young
Europeans are the need to

Oncermsiroriyoung address poverty and social
seopleifollowedibyiclimate inequality, as well as climate
change and the environment.
More than 40% identify tackling
poverty and social inequality as their top political concerns, closely followed by
combating climate change and protecting the environment. Risks associated with
new technologies are not as high on their list of priorities, although they worry
about the impact of the digital transition on jobs.

verty/andiineqguatityare

ngelandenvironmen

Entering and staying in
employment is a challenge for
nemploymentiofiyounc young people, and their often
neoplelreactitwicelas precarious labour market position
makes them especially vulnerable
‘ ‘ during recessions. Young people
OIMpArEaiLoitiIoSElonprime typically bear a disproportionate share
naelindividuals of cyclical variations in employment.
During economic downturns, they are
more likely to be laid off and less likely to be hired. Conversely, when the
economy is booming, the demand for young workers generally increases more
than for older generations. Empirical evidence suggests that employment and
unemployment among young people both react about twice as strongly (80-
140%) to GDP fluctuations as the corresponding labour market indicator for
prime-age individuals.

mplovmentianc

tronqly:tolGDE

Recessions or economic crises have particularly long-lasting adverse
impacts on the labour market prospects of young people. During
recessions, young people often experience difficulties in finding a job, which
disrupts their early careers and can have long-term (‘scarring’) effects on their
labour market prospects (e.g. employment rate, activity rate, unemployment rate,
part-time employment, share of temporary contracts). These adverse effects are
clearly visible for a period of at least five years after a recession.

The length and severity of a recession is a crucial determinant of the
extent of the scarring effects on young people. Mild and long recessions
have a considerably more negative impact on young people compared to deep
and short recessions. For example, the unemployment rate of young people

Executive Summary

Young people are often in a
vulnerable labour market
position, particularly during
recessions, which can have long
term scarring effects on their
prospects. Long and mild
recessions are more damaging
than short and deep ones.
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relative to the prime-age group peaks at 4.8 pp three years after mild and long
recessions, and 3.8 pp the year following deep and short recessions. To date, the
path of economic activity during and after the COVID-19 crisis is closest to the
deep and short recession scenario. This suggests that if the EU economy
continues to expand in the coming years, the gap between young people and
prime-age individuals can be expected to narrow and eventually disappear in the
medium term. However, should the EU economy plunge back into recession,
labour market conditions for young people may remain subdued for a far longer
period.

Socioeconomic disadvantages may prevent young people from entering
the job market, ending up neither in employment nor in education and
training (NEET). The probability of being NEET is estimated to be about 19 pp
lower for those in secondary
education, and 28 pp lower for those
in tertiary education, compared to
sducatediparentsiarer1Opp less educated people. However, the
essilikelvito'be!NEETs impact of education is significantly
reduced once parental and
socioeconomic background is taken into account, with the strongest effect
evident in southern Europe, while parental background plays a less important
role in Nordic countries.

punaipeopleiwithihighly

Young people’s long-term labour market prospects depend not only on
their ability to participate in the current job market but also on whether
their skills can meet future market needs. The evolution of the digital skills
intensity index reveals a steady increase in the use of digital skills at work in the
EU, with the COVID-19 pandemic forcing businesses to further accelerate their
digital transformation efforts. Young people seem relatively well-prepared for
the increasing need for digital skills, although there are considerable differences
between Member States. In 2019, young workers reached 120% of the EU
digital intensity average in Estonia, but less than 90% in Romania, Greece and
Cyprus. Young men typically work in more digitally intensive jobs than young
women, with digital work intensity increasing strongly with educational
achievement. This gender and educational divide is closely linked to the highly
skilled nature of work and to male dominance in some particularly digitally
intensive science, technology, engineering and mathematics (STEM) occupations.
Young people could profit from job creation due to the green transition,
particularly in sectors such as renewable energy, energy efficiency, sustainable
transport water supply, sewerage and waste.

Prior to the COVID-19 pandemic, young people experienced significantly
higher labour income volatility than other groups of workers. This likely
reflected both growing labour market instability (notably due to the larger share
of precarious employment among young workers) and increasing transitions out
of employment and into training and education. Households headed by young
people experienced higher rates of episodic poverty and chronic poverty in
market income before tax benefit intervention, although with marked differences
across EU countries. Ensuring smooth transitions and predictable income flows
becomes particularly relevant in light of the increasing frequency of job-to-job
and infout of employment transitions. When exposed to economic distress,
young people tend to rely more on family and friends as their coping strategy,
and their options to draw on existing savings are more limited.

Higher income inequality and volatility contributed to a decrease in
homeownership rates among young people. Housing affordability for young
people has been worsened by increasing house prices and the tighter mortgage
conditions introduced after the 2008-2009 financial crisis. Consequently, young
people possess lower levels of accumulated wealth — of which housing is
typically the largest asset — compared to older generations. In addition, wealth
has become more unequally distributed among young adults in recent years.

Even during economic upturns,
getting and keeping a job can be
challenging for some young
people: individuals with
educational and socioeconomic
disadvantages are at higher risk
of becoming NEETS.

Young people experience higher
income volatility notably due to
their larger share of precarious
contracts. This can lead to
episodic or chronic poverty in
market income, which is
exacerbated by young people’s
limited savings and lower
homeownership rates.



While incomes of young people are more volatile, gender inequalities in

pay emerge even in the earliest stages of people’s careers. Women face

a 7.2% unadjusted gender pay gap at the start of their professional careers in

the EU labour market, in spite of their

Womenifacelay7:2%!pay higher education levels, setting the stage

for larger pay inequalities observed later

in life (the pay gap for all workers is

careeriwhichigrows around twice as high). Differences in

substantiallviwithiage worker characteristics, such as

educational achievement, job experience

or type of contract, explain only a small

share of pay differences between young women and men, although the situation

varies between countries. The low proportion of explained pay gap hides certain

differences that lead to sizeable gender disparities in pay: young women’s

higher educational achievement has a positive impact on wages, but, overall,

young men tend to earn more because they work in higher-paid economic
activities.

Other circumstances outside individual control, particularly parental
background, lead to unequal outcomes in labour and disposable income.
The contribution of parental background amounts to around three-quarters of
the overall inequality of opportunity. Between 2005 and 2019, the inequality of
opportunity determined by parental background, gender and migration status
varied across the Member States, especially in the immediate aftermath of the
financial crisis, although remaining fairly stable afterwards. In general, low
inequality of opportunity countries tend to have relatively stable indicators over
time, while countries where external factors determine larger income inequalities
show a more volatile pattern.

Tax benefit systems supplement young people’s market income to a
significant extent. Before the COVID-19 pandemic, the share of benefits in
pre-tax income (plus pensions) was twice as high for the young cohort as for the
overall population . The impact of benefits was also comparatively stronger for
young people in 2020. On average, temporary dips in labour income for young
workers during the pandemic were successfully cushioned by interventions such
as short-time work schemes or within-household income support.

As regards education, the widespread closure of early childhood
education and care (ECEC) facilities and schools at the outset of the
COVID-19 pandemic impacted children and young people, resulting in
learning loss in some Member States. During the 2019/2020 school year,
schools across the EU were fully open for only one-third of their regular
instruction periods. School closures subsequently became less frequent, but
continued to affect large shares of pupils and students. Traditional learning
processes were replaced with distance and hybrid learning, which appear less
effective than face-to-face teaching. The magnitude and persistence of the
learning loss among pupils and students still needs to be assessed, as
preliminary results vary considerably by country, subject and student age. The
variation reflects differences in the extent of school closures, alternative forms
of distance and hybrid learning adopted, digital readiness to implement online
learning, measures to mitigate learning loss, and methodologies applied. Early
studies suggest that students in some Member States lost a substantial part of
a year's learning in certain subjects (e.g. Belgium in mathematics and Dutch),
while in others, the learning loss amounted to several weeks (e.g. the
Netherlands) or almost no loss at all (e.g. Sweden).

Learning loss tends to disproportionately affect children experiencing
various socioeconomic disadvantages. Even though the effect of these
closures on learning loss is still unclear, empirical research at national level
suggests that where losses occurred, these typically exacerbated educational
inequalities. Students with parental support and a good learning environment at
home were less affected, for example. This means that certain groups of
children were particularly impacted, such as children living at risk of poverty or

Executive Summary

School closures during the
COVID-19 pandemic caused
some learning loss, particularly
among disadvantaged children.
This could exacerbate current
inequalities in education and
negatively affect future labour
market prospects.
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social exclusion, children in single-parent households, children whose parents
have lower educational attainment, or children with migrant backgrounds or
special educational needs. The impacts of the pandemic may thus have
exacerbated inequalities in educational outcomes.

The extent of the long-term consequences of learning loss is not yet
clear but the empirical literature points to a strong positive impact of
education on future employment opportunities, earnings and well-being.
Education in childhood and adolescence is a key enabler and is crucial to active
participation in society and in the labour market. Educational and labour market
prospects — as well as broader interests and aspirations — begin to be shaped
from an early age. More broadly, education is a key determinant of economic
growth, as it underpins labour productivity and affects the supply of relevant
skills for the labour market.

Overall, the positive impact of education on children’s future labour
market outcomes starts from the earliest years, but those who could
profit most participate the least. Attending ECEC is associated with
improved cognitive skills, school-readiness and later academic achievement, and,
by extension, future employment
prospects. These positive effects are
stronger among children from
and socialiexclusionjarel6 socioeconomically disadvantaged

ollessilikelvite backgrounds, suggesting that ECEC is a
key factor in reducing inequality of
opportunity. Unfortunately, children from
those backgrounds are less likely to
participate in ECEC, particularly children under three years of age who are at risk
of poverty or social exclusion, whose parents do not hold tertiary qualifications,
and who live in large families. Low ECEC participation is often linked to limited
availability, affordability and quality of childcare, certain cultural norms and
attitudes towards childcare, and lack of work-life support for parents. In this
context, implementation of the European Child Guarantee adopted by the Council
of the European Union in June 2021 will play an important role.
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The European Year of Youth is an occasion to raise awareness of the
challenges, preoccupations and opportunities for young Europeans,
giving them an active role in shaping post-COVID-19 recovery and the
green and digital transitions to create a sustainable future for all. Under
the European Pillar of Social Rights, a number of initiatives have been proposed
to support young people to gain work experience and develop the right set of
skills for the changing world of work. These include the Reinforced Youth
Guarantee and the new flagship ‘Aim, Master, Learn, Achieve’ (ALMA) initiative,
which specifically aims to provide first work experiences abroad for
disadvantaged young NEETSs, as well as the ‘Youth FIRST flagship project, which
provides technical support to improve services offered to children and young
people. The European Commission also intends to review the Council
Recommendation on the Quality Framework for Traineeships, in order to improve
their quality and ensure that they provide a successful pathway to the labour
market.

Alongside policy action at government level, social partners play a
fundamental role in supporting companies and workers, including young
workers, in post-COVID-19 recovery. At EU and national level, they have
developed dedicated campaigns, strategies and tools to support the integration
of young people into the workplace. Sectoral social partners’ activities aim to
promote their sectors and anticipate labour market needs, which is particularly
relevant in view of the expected labour shortages. By adapting modes of
organisation and communication — through the use of social media, for example
— trade unions can increase their outreach to potential members, especially
young workers. These activities are crucial to reverse the decreasing trend in
collective bargaining.
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Policy intervention can help to
reduce the influence of factors
such as socioeconomic
background on young people’s
opportunities and prospects.



All of these initiatives contribute to the three headline Porto targets on
employment, training and poverty, and are underpinned by significant
funding at EU level. Cohesion Policy funds, such as the European Social Fund
(ESF+), and the Recovery and Resilience Facility (RRF) will support large-scale
investments and reforms implemented by Member States in support of COVID-

19 recovery and resilience, including enhanced access for young people to
education, employment, health, nutrition, jobs and housing.
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CHAPTER 1

1. INTRODUCTION (%)

The Russian aggression in Ukraine in February
2022 has caused death, destruction and a
humanitarian crisis in the country. It has also had an
immediate impact on the European Union (EU), as
millions of Ukrainians fled to the EU and other
neighbouring countries, where they were welcomed
and provided with humanitarian aid. Shortly after the
start of the invasion, the EU activated the Temporary
Protection Directive, which grants asylum to refugees
and enables immediate access to the labour market
and to the education system.

The European economy entered 2022 in a weaker
position than expected, having just recovered
from the COVID-19 crisis in 2021. That poorer
performance was the result of supply disruptions and
sharply rising energy, oil and food prices, which are
expected to further deteriorate due to the war in
Ukraine. EU GDP is forecasted to grow by 2.7% in
2022, which is significantly less than earlier
predictions and inflation is expected to reach the
highest levels ever recorded since the introduction of
the euro in 1999.

In 2021, the European economy rebounded
strongly from the most severe contraction ever
recorded as a consequence of the COVID-19
crisis. However, the recovery was uneven among the
Member States. Those who experienced the biggest
drops in 2020 recorded strong growth in 2021, namely
Croatia (+10.2%), Greece (+8.3%), France (+6.8%) and
Italy (+6.6%), while those with robust pre-crisis growth

"
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resumed their upward trends, e.g. Estonia (+8.3%), and
Hungary (7.1%). Others showed more moderate
growth, in particular Germany, at 2.9% (after a fall of
4.6% in 2020).

The economic growth had a positive impact on
labour markets: employment recovered gradually
having contracted less severely than general
economic activity in 2020. The implementation of
job retention measures contributed significantly to the
resilience of the labour market and allowed for a swift
rebound in working hours when economic activity
resumed. However, young people were noticeably more
affected than other population groups, as they tended
to work in sectors that were hit particularly hard by the
pandemic and were often employed through less
stable contracts, making their dismissal easier in times
of crisis. While the recovery in 2021 benefitted young
workers, it did not reverse their disadvantaged
situation in the labour market. The labour market is
expected to perform well again in 2022 with a
moderately optimistic outlook, despite the prediction
of worsening economic conditions.

The social impacts of the shock triggered by the
pandemic were partially mitigated by
exceptional government intervention. Although
conclusions on poverty indicators can only be drawn
when more data become available, an initial analysis
does not suggest a large negative impact: the risk of
poverty and social exclusion in the EU increased
slightly in 2020 while initial simulations for 2021
suggest a broadly stable trend. (?) At EU level, the rate

(®) The 2020 at-risk-of-poverty-and-social-exclusion (AROPE)
indicator has important drawbacks, as it combines indicators of
risk of relative poverty and work intensity using 2019 incomes

(pre-pandemic) with material deprivation scores from 2020, an
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of people living in severe material and social
deprivation (SMSD) grew very slightly, reaching 28.85
million people in 2020 compared to 28.03 million in
2019. Preliminary results on inequality point to a
stable trend throughout 2020 and 2021. These early
(and as yet inconclusive) data seem to indicate that
unprecedented government intervention helped to
alleviate the worst potential effects of the pandemic.
While in 2021 gross disposable household income
(GDHI) recovered compared to the previous year (1.7%
in Q3, 0.8% in Q4), with a recovery driven mainly by
labour market income. The picture was quite different
in 2020: in Q2 2020 GDHI plunged by -3.2% compared
to the previous year, and the contribution of market
income to GDHI plummeted, as it was largely
supported by social benefits.

Social outcomes since the crisis differ markedly
across age groups, with young people hardest
hit. The young and working-age populations faced
deteriorating living conditions in a number of EU
countries, with a higher risk of poverty and material
and social deprivation. On the other hand, the older
population experienced generally improved living
conditions in many countries, with fewer older people
at risk of material and social deprivation in 2020 than
previously. In fact, the SMSD rate in the EU fell by -0.9
percentage points (pp) for over-65s, while increasing
by respectively 0.2 and 0.7 pp for both the working-
age group (18-64) and minors. Similar findings across
age groups emerged from Eurostat flash estimates on
the risk of poverty.

Savings are likely to be more unequally
distributed in the post-COVID-19 phase. During
the pandemic, consumption declined most prominently
for leisure activities, while the consumption of
necessities — which form the bulk of low-income
households’ budgets — remained constant or even
increased. In turn, disposable income trends and the
distributional implications now and in the near future
are uncertain, as prices are on the rise, especially
those related to housing and transport, which weigh
heaviest in the consumption baskets of low-income
households.

To boost social recovery, the EU put forward its
largest-ever stimulus package, worth EUR 2.018
trillion, coupling its long-term budget with
NextGeneration EU (EUR 806.9 billion). This is intended
to power significant investments to rebuild from the
COVID-19 crisis and to underpin a just transition
towards a greener and more digitalised Europe. To
ensure that Europe will be equally social, green and
digital, the European Pillar of Social Rights action plan
was adopted in March 2021, setting out more than 60
policy actions on employment and social policy. It also
proposed three EU 2030 headline targets: an
employment rate of 78% for people aged 20-64; at
least 60% of adults participating in training every

exceptional year. The box 1.1 gives more information on the
limitations of the various results.

24

year; and 15 million fewer people living in poverty,
including five million children. These targets were
welcomed at the Porto Social Summit in May 2021.

This chapter reviews the latest socioeconomic
developments in the EU and its Member States,
with a focus on young people. It starts by reviewing
the macro-economic outlook in the EU as well as main
labour market indicators. It then turns to households’
financial situations, poverty and inequality outcomes,
and the role of social transfers in mitigating income
inequality in the EU.

2. MACROECONOMIC ENVIRONMENT

Global Gross Domestic Product (GDP) rebounded
in 2021, growing by +6.19%, according to International
Monetary Fund (IMF) estimates. That followed a drop
of 3.1% in 2020, triggered by the outbreak of the
COVID-19 pandemic. However, the global economy
entered 2022 in a more fragile position than expected
due to further COVID-19 restrictions related to the
fast-moving Omicron variant. In addition, rising energy
prices and supply chain disruption prompted a surge in
inflation, which is now forecast to increase to 5.7% in
2022 in advanced economies and to 8.7% in emerging
markets and developing economies.

GDP grew in all advanced economies, including
the EU and the euro area (+5.4% in both). The
strongest growth was recorded in China (+8.1%), which
returned to the high level of growth recorded in the
past decade (after a modest increase of 2.2% in
2020), and in the United Kingdom (UK) (+7.4%), which
had previously recorded the greatest contraction
among advanced economies (-9.4%). The United
States (US) grew faster than the EU in 2021 (+5.7%),
after a smaller drop in 2020 (-3.4%).

Chart 1.1
GDP rebounded in most large economies in 2021
Real GDP growth in selected large economies, % change on previous year
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Source: Eurostat, table [naida_10_gdp], European Commission spring forecast 2022
Click here to download chart.

In the EU, GDP rebounded by 5.4% in 2021, after
a decline in 2020. This was the strongest growth
recorded since the time series began in 1995, and
followed the sharpest decline (-5.9%) experienced in
2020. The euro area recorded a similar pattern, with a
rise of 549% in 2021 and a drop of 6.3% in 2020.
Economic activity developed unevenly throughout the


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.1.xlsx

year, with weaker growth in Q1 2021 (0.1% in the EU
and - 0.1% in the euro area) and Q4 2021 (+0.5% and
+0.2%, respectively). A more robust increase
(exceeding 2%) was evident in Q2 and Q3 2021,
reflecting the containment measures adopted to
control successive waves of the COVID-19 pandemic.

In its Spring 2022 Economic Forecast the
European Commission revised the EU outlook
downwards as the military aggression on
Ukraine is exacerbating factors hindering
economic growth that were otherwise expected to
fade. Real GDP growth in both the EU and the euro
area is now forecast at 2.7% in 2022 and 2.3% in
2023. There is considerable heterogeneity across the
Member States, although all are expected to
experience positive growth in 2022 and 2023. With
this downward revision, the seven Member States that
had not reached pre-pandemic level of quarterly
output by the end of 2021, including Germany, Italy
and Spain, will now reach this mark later than
expected.

The rise in EU GDP can primarily be attributed to
household consumption, followed by investment
and the external sector. In 2021, household
consumption accounted for slightly more than one-
third of the increase, with investment at about 30%,
and the external sector at about 20%. Public
consumption made the smallest contribution, at about
15% (Chart 1.2).

Chart 1.2
Main contributors to EU GDP drop were household

consumption and investment
Contribution to GDP real growth, EU, % change on previous year
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Source: Eurostat, table [nama_10_gdp].
Click here to download chart.

In 2021, GDP grew in all Member States, albeit
with considerable differences. In one-third of
countries, the increase reached record levels and
exceeded 7.0%, most notably in Malta (+10.49%),
Croatia (+10.2%), Greece and Estonia (both +8.3%). On
the other hand, growth was significantly lower than
the EU average in Germany (+2.9%), Slovakia (+3.0%),
Czechia (+3.3%) and Finland (+3.5%). In Ireland, GDP
rose by 13.5%, while Modified Domestic Demand
increased by 6.5%. ()

e

A broad measure of underlying domestic activity that covers
personal, government and investment spending and is
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Chart 1.3

Real GDP grew in all Member States
Real GDP growth in the EU, 2021, % change on previous year

Source: Eurostat, table [nama_10_gdp]
Click here to download chart.

Irrespective of the positive developments
towards full recovery of the European economy
in 2021, a number of factors weigh heavily on
the EU’s economic prospects. Firstly, the Russian
invasion of Ukraine not only constitutes a severe
humanitarian crisis but also endangers the positive
expectations of a full recovery. Secondly, the rapid
spread of the COVID-19 Omicron variant in late-2021
and early-2022 shows that despite relatively high
vaccination rates, further confinement measures - and
their associated economic consequences — may be
needed to deal with new variants. This could
exacerbate frictions and bottlenecks in global value
chains, where shortages of raw materials, equipment
and labour already hinder industrial production.

Futures markets suggested that the high levels
of gas and oil prices seen in 2021 were likely to
persist, even before the unfolding Ukrainian
crisis further increased uncertainty. At the same
time, prices of agricultural commodities are nearing
their 2011 peak, due to higher input costs (fertilisers,
energy, crops). These surges are resulting in high
consumer inflation, despite some Member States’
efforts to cap price adjustments in regulated markets.
All of these developments are putting upward pressure
on consumer prices.

generally considered more meaningful than GDP in the Irish
context (see the Irish Central Statistics Office press statement).
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Chart 1.4

Rising inflation in all Member States
Average inflation in 2021 (% change on 2020), and year-end inflation in December
2021 (% change on December 2020)
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Source: Eurostat, tables [prc_hicp_aind] and [prc_hicp_manr]
Click here to download chart.

The 2021 year-end inflation reached a record
level of 5.3% in the EU and 5.0% in the euro
area, a sharp increase compared to 2020, when it was
0.2% and -0.3%, respectively. Average annual inflation
saw its highest values since 2011, reaching 2.9% in
the EU and 2.6% in the euro area. Estonia and
Lithuania had the strongest increases, with year-end
inflation above 10%, while Poland and Latvia saw
increases of close to 8%.

This inflationary pressure was significantly
higher than expected throughout 2021 and is
anticipated to have a negative impact on the
outlook for growth and labour market development. It
also raises concerns about the social situation, as
nominal wage increases are expected to stay
significantly below inflation, thus reducing households’
purchasing power, and transfers to low-income
households to offset high energy prices are likely to
compensate only partially the impact of inflation.

3. LABOUR MARKET DEVELOPMENTS
3.1. Employment trends

The employment headcount in the EU increased
by 1.2% in 2021, following a decrease of 1.4%
in 2020. Employment also rose in the euro area (by
1.2%) and in the US (+3.2%), while remaining stable in
Japan and declining in the UK (-0.8%). The latest
European Commission forecast expects that labour
market conditions will further improve in the next two
years: it projects an increase of 1.2% in employment
for the EU and 1.3% in the euro area in 2022, followed
by slower growth in 2023 (at +0.7% and +0.8%,
respectively). (*) Employment is expected to grow
strongly in the US in 2022 (+3.3%), and more slowly in
the UK (+0.9%) and Japan (+0.3%) (Chart 1.5).

Q)

European Commission Spring 2022 forecast available here.
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Chart 1.5
Employment rebounded in the EU, euro area, and the US
in 2021

Headcount employment, % change on previous year
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Note:
Source: Eurostat [nama_10_pe], European Commission Spring 2022 forecast

Shaded area is European Commission, Spring 2022 forecast

Click here to download chart.

The number of hours worked rebounded in 2021
after the sharp drop in 2020, due to the use of
short-term work schemes to protect jobs during
the crisis. In 2021, hours increased by 4.9% in the EU
and 5.2% in the euro area, with a sharp upswing in the
EU in Q2 (+2.6%) and Q3 (+1.7%) when restrictions
were eased in most Member States. These
developments followed a fall of 6.5% in the EU and
7.9% in the euro area in 2020. The level of hours
worked in 2021 was 1.9% and 3.0%, respectively,
lower than in 2019, indicating that the rebound in
2021 was not sufficient to compensate for the
entirety of the drop during the crisis. As the number of
people in employment decreased by less than the
hours worked in 2020 and recovered almost
completely in 2021, the number of hours worked per
person remained at 1.6% and 2.7%, below the levels
of 2019. It is important to note, however, that hours
worked per person were already in a declining trend
before 2020, at least partly due to the impact of
automation (°) (Chart 1.6).

Chart 1.6

Employment and hours worked rose in 2021
Headcount employment and hours worked, index: 2012=100
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Source: Eurostat [nama_10_al0_e], DG EMPL calculations.
Click here to download chart.

In 2021, the number of people employed
increased in almost all Member States and was,
in most cases, higher than in 2019. The strongest
increases were recorded in Ireland (+6.0%),

(°) European Commission (2021a).
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Luxembourg (+3.1%) and Malta (+2.8%), with falls
recorded in Latvia (-2.6%) and Slovakia (-0.6%).

Chart 1.7
Uneven employment growth among EU Member States

in 2021
Headcount employment in 2021, % change on 2020
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Break in series for Poland and Romania.
Source: Eurostat [nama_10_pe].
Click here to download chart.

3.2. Employment rates

The employment rate (°) for people aged 20-64
rose by 1.4 pp in 2021 in the EU (73.1%) and by
13 pp in the euro area (72.5%). Following the
sharp decline in 2020, the employment rate was
0.4 pp higher in the EU and stable in the euro area,
compared with 2019. The positive momentum of
labour markets in the second half of 2021 should
push the employment rate up further in 2022 and
2023, according to the European Commission Spring
2022 forecast. (*) The EU 2030 headline targets set
out to achieve an employment rate of at least 78% in
the EU by 2030, and to halve the gender employment
gap. ()

()  The employment rate measures the number of employed

people as a proportion of the population of the same age.

Data to measure progress towards the second Porto target (at
least 60% of Europeans participating annually in training by
2030) will be available from 2023. See section 4.3 for the third
Porto target, on poverty and social exclusion.

)
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Chart 1.8

The employment rate in 2021 in the EU recovered from
the decline in 2020

Employment rate, % of population 20-64
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Source: Eurostat [Ifsi_emp_al.
Click here to download chart.

Almost all Member States saw their employment
rate grow in 2021. The highest rises were recorded
in Greece (+4.3 pp), Ireland (+2.8 pp), and Poland
(+2.7 pp), while the employment rate remained stable
in Slovakia and contracted in Latvia (-1.6 pp).

The employment rate increased almost equally
among different age groups: It grew by 1.3 pp for
workers aged 15-24 (to 32.7%), by 1.5 pp for those
aged 25-54 (‘core’ workers) (to 80.4%), and by 1.3 pp
for those aged 55-64 (to 60.5%). Between 2012 and
2021, the employment rate for workers aged 15-24
rose by only 2.4 pp, a far lower increase than that for
core workers (+4.4 pp) and older workers (+13.9 pp).
This was due to a slower growth trend until 2019, and
the much stronger impact of the crisis on younger
workers (-2.1 pp) compared to core workers (-1.3 pp)
and workers aged 55-64 (+0.6 pp).

Chart 1.9
Employment rate for young people increased modestly
in the last 10 years

Employment rate by age group, % of total population
90
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Source: Eurostat, EU-LFS [Ifsi_emp_al.
Click here to download chart.

The gender employment gap (i.e. the difference
between the employment rate of women and
men aged 20-64) shrank in 2021, reaching 10.8 pp
(-0.3 pp from 2020). The employment rate of women
rose to 67.7%, while that of men grew to 78.5%. The
gender employment gap was largest in Romania
(20.1 pp), Greece (19.8 pp), and ltaly (19.2 pp), and


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.7.emf
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.8.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.9.xlsx
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narrowest in Lithuania (1.4 pp), Finland (2.0 pp), and
Estonia (3.7 pp).

In 2021, the rate of temporary employment
among workers aged 15-64 in the EU increased
by 0.4 pp, but, at 12.1%, remained lower than
pre-2020 rates. The proportion of young people
employed on temporary contracts was far higher than
among other age groups. The percentage of temporary
workers aged 15-24 reached over 45% between 2012
and 2019, before falling to 43.3% in 2020. In 2021, (&)
it was 45.9%, compared to 10.2% for workers aged
25-54 and only 5.1% for those aged 55-64. Almost
half of young female workers (48.5%) and more than
two out of five young male workers (43.7%) had a
temporary employment contract in 2021. Also, many
more young people than average were on temporary
contracts involuntarily (9.9% of employees for people
aged 15-24 versus 4.9% for people aged 15-64).

In 2021, part-time employment for workers aged
15-64 decreased by 0.1 pp in the EU (to 17.7%)
and remained stable in the euro area (at 20.9%).
The proportion of workers in part-time employment
remained far higher for women (28.8%, -0.3pp
compared to 2020) than for men (8.1%, +0.1 pp
compared to 2020). The incidence of part-time work
was larger than average for young people (31.9%), in
particular for young women (40.4%). The number of
young self-employed people was in a declining trend
(from 625000 in 2012 to 552000 in 2019), but
picked up slightly in 2020 (to 571000). In
2021, 578 000 young people were self-employed, out
of 25.2 million in the 15-64 age group. (°)

3.3. Unemployment rates

In 2021, unemployment receded as containment
measures were relaxed and the economic
recovery took hold. The unemployment rate (people
aged 15-74) declined by 0.2 pp (to 7.0%) in the EU
and by 0.3 pp in the euro area (to 7.7%). It shrank
slightly more for men, by 0.3 pp (to 6.7%) than for
women, by 0.2pp (to 7.4%). The reduction in the
unemployment rate began in Q2 2021, coinciding with
rapid economic growth, and continued in the second
half of the year (6.5% in Q4 2021).

The European Commission Spring 2022 forecast
projects a decrease in unemployment also for
2022 (6.7%) and 2023 (6.5%). Favourable
employment conditions are expected to be
accompanied by both a reduction in the number of
unemployed people and an expansion of the labour
force.

(8) 2021 temporary employment data for age brackets 15-24, 25-
54 and 55-64, cannot be compared with previous years
because of a break in the EU Labour Force Survey (EU-LFS)

series.
2021 self-employment data for young people cannot be

compared with previous years because of a break in the EU-
LFS series.
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Chart 1.10
Unemployment rate trended down after an increase in
2021

Unemployment rate, % of active people aged 15-74

Forecast
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Note:  Shaded area is European Commission Spring 2022 forecast.
Source: Eurostat, EU-LFS [une_rt_al, European Commission Spring 2022 forecast.
Click here to download chart.

Compared with 2020, the unemployment rate
declined in most Member States, most notably in
Greece (-2.9pp, to 14.7%), Luxembourg (-1.5pp, to
5.3%), and Lithuania (-1.4 pp, to 7.1%). It increased
most prominently in Belgium (+0.5pp, to 6.3%),
Ireland (+0.3 pp, to 6.2%), and Sweden (+0.3 pp, to
8.8%).

Chart 1.11
Total unemployment declined almost everywhere, but
youth unemployment remained very high in several

Member States
Unemployment rates, % of active people aged 15-74 (young people aged 15-24)
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Source: Eurostat, EU-LFS [une_rt_al.
Click here to download chart.

In 2021, the youth unemployment rate declined
by 1.0 pp in the EU (to 16.6%) and by 1.3 pp in
the euro area (to 16.8%). Similar to total


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.10.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.11.xlsx

Chart 1.12
NEET rate decreased in 2021, but not in all Member States
NEET rate, % of people aged 15-29

m NEET 2021 NEET 2020

10 -

0

EU EA IT RO BG EL CY HR SK ES PL FR LT LV

Source: Eurostat, EU-LFS [Ifsi_neet_al.
Click here to download chart.

unemployment, the decline in the youth unemployment
rate among young people began in Q2 2021 and
accelerated in the second half of the year, reaching
148% in Q4. The sharpest annual declines were
recorded in Luxembourg (-6.3pp, to 16.9%) and
Lithuania (-53pp, to 14.3%), with the most
substantial rises recorded in Belgium (+2.3 pp, to
18.2%) and Sweden (+1.2 pp, to 24.7%). In 2021,
youth unemployment was on average slightly higher in
cities (18.2%) than towns and suburbs (16.3%) or rural
areas (14.6%). These differences were smaller for
young women, with rates of 17.4% in cities, 16.3% in
towns and suburbs, and 16.1% in rural areas.

The rate of people aged 15-29 who are neither
in employment nor in education and training
(NEET) rose to 14.0% in 2020 during the height
of the COVID-19 crisis, but decreased in 2021, by
0.9 pp in the EU (to 13.1%) and by 1.0 pp in the euro
area (to 13.0%). This rate was slightly higher (+0.2 pp)
than that recorded in 2019 in both the EU and euro
area. In the EU, the NEET rate for women exceeded
that for men by 27pp (145% and 11.8%,
respectively).

In 2021, the NEET rate declined in almost all
Member States, particularly in Ireland (-4.3 pp) and
Spain (-3.2 pp), while rising most significantly in Malta
(+0.4 pp) and Croatia (+0.3 pp).

The long-term unemployment rate increased in
the second half of 2020 as a result of the
COVID-19 crisis, but remained stable overall in
2021. (°) Compared to the 2020 average, it increased
in 2021 by 0.3 pp in the EU (to 2.8%) and by 0.4 pp in
the euro area (to 3.2%). That increase was slightly
higher for women, at +0.3 pp (to 2.9%), compared to
+0.2 pp (to 2.6%) for men. The incidence of long-term
unemployment rose in 2021 by 5.1 pp (to 39.2%) after

(*%)  Long-term unemployment rate measures the share of active

workers in unemployment for more than 12 months.

@ NEET 2021 (women)
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a decline of 57pp in 2020. Very long-term

unemployment stood at 1.4% in 2021, representing
20.6% of total unemployment. (*!)

3.4. Activity rates and extended labour force

The economic recovery in 2021 was accompanied
by a strong rise in labour market participation,
following the sharp drop in the early months of the
COVID-19 crisis in 2020. In the EU, the activity rate
(people aged 15-64) increased by 1.3 pp (to 73.6%),
after declining by 0.9 pp in 2020. The increase was
slightly stronger for women (+1.4 pp) than for men
(+1.1 pp). However, women’s activity rate remained
more than 10 pp lower than that of men (at 68.5%
and 78.7%, respectively). The activity rate for young
people (aged 15-24) increased slightly less than
average, reaching 39.3% (+1.2 pp), lower than the rate
recorded in 2019 (-0.4 pp).

Labour market slack declined by 0.9 pp in 2021
and reached 14.0% of the extended labour force
(aged 15-74). (*?) This rate was 0.4 pp higher than in
2019. The decline was similar for women and men,
although the unmet need for employment remained
far higher for women, at 16.2%, compared to 12.1%
for men. The main driver for the reduction of labour
market slack was the decrease in the proportion of
people available to work but not looking for a job,
which shrank by 0.6 pp, to 3.7%.

Labour market slack was much higher for young
people than for the rest of population. It declined
from 36.4% in 2012 to 27.3% in 2019 before spiking
to 31.0% in 2020 as the COVID-19 crisis hit young
workers strongly. It stood at 30.7% of the extended
labour force in 2021, with its main components being

(*Y) Very long-term unemployment rate measures the share of

active workers in unemployment for more than 24 months.
‘Labour market slack’ indicators measure the unmet need or
demand for employment. More details available here.

(*?)
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https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Labour_market_slack_-_unmet_need_for_employment_-_quarterly_statistics
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Employment and Social Developments in Europe 2022

unemployment (14.8%) and people available to work
but not looking for a job (8.1%). (**)

Chart 1.13
Situation of young people in the labour market is less
favourable than average

Young people compared to the population average - selection of labour market
indicators
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Note:  Young people are aged 15-24. Population average refers to people aged 15-64

except for unemployment and labour market slack (15-74). Temporary
employment and part-time employment: % of employment; unemployment: % of
active population; labour market slack: % of extended labour force; inactivity: %
of total population.

Source: Eurostat, EU-LFS.
Click here to download chart.

4. SOCIAL SITUATION, INCOME AND
POVERTY

This section presents recent income trends and
social developments in the EU, with particular
focus on the indicators included in the revised
social scoreboard of the European Pillar of
Social Rights’ action plan. It describes the living
conditions of EU households, particularly during the
first phase of the COVID-19 crisis and the ensuing
recovery. It documents income trends for the overall
population and for different income groups, the role of
social transfers in mitigating income inequality, and
the multifaceted nature of poverty and social
exclusion, with a focus on age-specific trends, in
particular for young Europeans. As the official
distributional indicators on inequality and risk of
poverty are computed with survey data on income
(with the latest available being 2020 data based on
2019 incomes), the figures presented here for 2021
and 2020 are based on simulations and modelling
exercises. (*) General trends in poverty and inequality
should therefore be treated with caution and
considered as indications of trends rather than point
estimates. The exception is the indicator of severe
material and social deprivation (SMSD) which is not
based on income data and thus for which the 2020
observed figure is available. Finally, demographic
trends are reported over a longer timeframe, with a
focus on the last decade.

(*%) 2021 labour market slack data for young people cannot be
compared with previous years because of a break in the LFS
series.

(**) They present newer evidence than other previous DG EMPL
publications. For more information on the various data sources

and caveats of each, see box 1.1.
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4.1. Income and consumption trends

Gross disposable income per capita improved in
2021, peaking in Q2. This aggregate measure is an
approximation of households’ overall living conditions
and focuses on the income that households are able to
spend. (**) GDHI per capita recorded increases of 4.7%
(Q2), 1.7% (Q3) and 0.8% (Q4), compared to the same
periods in 2020 as EU economies started to recover
from the effects of the pandemic. GDHI growth was
mostly driven by increases in labour income, with
changes in the compensation of employees and the
self-employed (Chart 1.14) showing as positive from
Q2 2021, compared to the same time in 2020. On the
other hand, government intervention contributed to
household disposable income to a lesser extent in
2021: the year-on-year change in the weight of taxes
and social benefits on GDHI was negative from Q2
2021 onwards, indicating a reduced contribution to
households’ disposable income. This inverted the trend
seen in 2020, where high net social benefits were
crucial in compensating for the loss in labour market
income and mitigating the shock of the largest drop in
GDP ever recorded in the EU. Overall, these
government contributions were crucial in keeping GDHI
stable in the second half of 2020, despite the sharp
decline in Q2 2020 after the outbreak of COVID-19.
These EU-wide trends in GDHI varied significantly
across Member States, however.

Consumption patterns changed significantly
during the most dramatic period of the pandemic
(2020), which may have an impact on savings in
later years. In the wake of lockdown measures and
restricted consumption opportunities, total EU
household consumption expenditure declined by 8.1%
in 2020 (Chart 1.15). That drop was particularly severe
for ‘leisure items’ such as restaurants and hotels (-
37.8%), clothing (-17.3%), and recreation and culture
(-16.7%). Expenditure on fundamental items such as
education and health declined to a slightly lesser
extent, while consumption on ‘necessities’ such as
housing, related bills and food either remained
constant or increased. This shift in consumption away
from spending on leisure and somewhat ‘optional’
goods and services towards essential needs raises
concerns about inequality of savings.

(**)  Unlike GDP, GDHI per capita is net of capital depreciation and

disregards the income of foreign residents.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.13.xlsx

Chart 1.14
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Brisk recovery in EU households' gross disposable income in 2021
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Source: DG EMPL calculations based on Eurostat data, national accounts [nasq_10_nf_tr] and [namqg_10_gdp], data non-seasonally adjusted.

Click here to download chart.

The drop in consumption expenditure was larger
than the fall in GDHI, allowing for higher savings
overall, but likely only among more advantaged
groups. EU savings rates increased during the
pandemic, hitting a record high since the beginning of
the Eurostat time series (1999), standing at 25% in Q2
2020, then gradually decreasing to 15% in Q3 2021.
That compared to a pre-pandemic level of 13% over
the last decade. (**) Although more detailed
corroborating information is needed, historical savings
patterns suggest that the increase in the savings rate
is likely to have varied across income groups. (/) In
particular, it seems that the savings rate for high-
income households increased more than that for low-
income households, as the consumption expenditure
for necessities declined less than spending on leisure
activities. (‘) That difference was exacerbated by the
fact that low-income households remained at risk of
financial insecurity due to the pandemic shock. (*°) This

raises concerns that savings inequalities have
increased in the wake of the pandemic,
disproportionately affecting low-income families’

ability to invest and plan for the future.

(*9)
*7

Eurostat [nasa_10_kil.

Saving rates vary significantly across income groups.
Experimental statistics from Eurostat show that in 2015, the
20% poorest income group had a negative savings rate in all
Member States except Czechia, Estonia, Ireland, France, and
Poland. Conversely, the 20% richest income group in at least
22 Member States saved more than 30% of their disposable
income. Eurostat [icw_sr_03].

European Central Bank (ECB) (2021).

Organisation for Economic Cooperation and Development
(OECD) (2021).
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Chart 1.15

Lockdowns and restricted opportunities drove down
consumption expenditure

Final consumption expenditure of households (year-on-year change), by consumption
purpose, EU 2020

10

Note:  Consumption items selected from the Classification of Individual Consumption by

Purpose (COICOP). Housing includes water, electricity, gas and other fuel.
Furnishing includes household equipment and routine household maintenance.

Source: Eurostat data [nama_10_co3_p3], values adjusted by price index of household
final consumption expenditure.

Click here to download chart.

Inflation grew in 2021, particularly for energy-
intensive items, putting further pressure on low-
income households’ finances. After decades of low
inflation, the pandemic, coupled with supply-chain
bottlenecks, caused prices to rise. That trend was
reinforced by the Russian invasion of Ukraine and the
resulting impact on energy and food markets, which
presented new economic, political and social
challenges across the EU. (?°) Consumer price indices
increased significantly in 2021 compared to the
previous year for energy-intensive consumption items,
such as housing and associated bills (water, electricity,
gas, other fuels), as well as transport, all items that
form a larger consumption share for low-income
households (Chart 1.16). (%) Prices in the EU grew by
5.3% in 2021, peaking at 9.8% growth for housing and
119% for transport. Inflation risks particularly affect

(*9)
)

ECB (2022).
Joint Research Centre (JRC) (2021a).


https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=icw_sr_03&lang=en
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.15.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.14.xlsx
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low-income household budgets, as the price of the
necessities predominant in their consumption basket is
on the rise.

Chart 1.16

Inflation grew in 2021, particularly for energy-intensive
consumption items

Price index of household final consumption expenditure (year-on-year change), EU 2021
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Note:

Consumption items selected from the COICOP.

Source: Eurostat data [prc_hicp_aind].
Click here to download chart.

4.2. Income inequality

Preliminary simulations suggest that income
inequality remained broadly constant in the EU
throughout the pandemic (clear conclusions can
only be drawn once official data become available). (??)
Preliminary estimates from the Euromod baseline
report suggest that inequality in disposable income (as
measured by the EU-27 Gini coefficient (¥*)) remained
broadly constant during the pandemic, varying from
0.288 in 2019, to 0.285 in 2020 and 0.287 in 2021.
Some ad hoc studies even found that the Gini
coefficients fell slightly in some Member States. (%%
Eurostat flash estimates for 2020 suggested that
another measure of inequality, the 580/520 indicator
(income share of the top 20% compared to the bottom
20%) remained stable in the EU, with no significant
increases in most EU countries. (%°)

Generally, the aim of taxes and benefits is to
redistribute income and wealth, thus mitigating
market income inequality. (*®) Chart 1.17 illustrates
how Gini coefficients vary depending on the income
used in calculations: in most Member States, inequality
is higher when only gross market income is considered
(especially if pensions are excluded), lower if net
market income (including taxation) is considered, and

(*?) See box 1.1 for more information on the limitations of the

Euromod simulations.
(%) The Gini coefficient is a single number that summarises the
degree of inequality in a distribution. A Gini coefficient of 1 (or
100%) expresses maximum inequality among values (i.e. only
one person has all the income or consumption and all others
have none).
(**) Clark et al. (2021) present inequality trends for big European
countries, such as Germany, Spain, France, Italy, and Sweden.
(%) Eurostat FE (2021), see box 1.1 for more information on the
limitations of flash estimates.

(%) Market income sources are labour and capital income.
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even smaller once benefits are taken into account (i.e.
if we consider disposable income). (¥”) Existing tax-
benefit systems and exceptional income support
policies introduced during the pandemic might explain
the seemingly stable inequality trend in 2020-21. (*8)
Taxes and benefits had a significant effect on
households’ disposable incomes — and thus economic
recovery — in 2020 and 2021 (Chart 1.14), but that
effect varied considerably across the EU, and the
intensity of the reduction reflected the design of tax
benefit systems. The 2021 ESDE report elaborates on
this point, showing how lower-income households
faced largest losses in market income during the
pandemic but tax-benefit systems and monetary
compensation schemes in particular helped stabilise
the income of these households. Current and future
trends in income inequality depend on the structure of
labour markets and the intensity of redistribution in
the recovery phase, as well as on price development,
considering that inflation may impact more the
purchasing power of households with lower incomes.

Chart 1.17

Taxes and benefits significantly reduce market income
inequality

Gini coefficients, 2020 (2019 income reference periods)

IE BE FR FI DK LT AT SE SI NL PT EE DE HU ES RO LU CZ HR IT MT CY SK LV PL EL BG EU
4 Gross market income (pensions excluded)  + Net market income  ® Gross market income (pensions included) ~m Disposable income

Note:  EU Member States are sorted by overall tax benefit reduction in gross market
inequality (dotted line). The tax effect is approximated by the distance between
gross market (yellow) and net market incomes (blue). Income data is adjusted for
household size (equalisation). The scale of Gini coefficients is from O to 1 where O
corresponds to perfect equality and vice versa. Germany and Italy were available
only for 2019 at the time of analysis. Germany, Denmark, Ireland France and
Luxembourg had a break in time series in this data.

Source: DG EMPL calculations based on EU SILC micro data.
Click here to download chart.

(¥) Note this analysis uses Gini coefficients based on 2019
incomes because it looks at long-term trends in the impact of

tax-benefit systems on inequality.

Joint Employment Report (2021); JRC (2021)b; Canté et al.
(2021) used Euromod to simulate the effects of changes in
equivalent household income by pre-pandemic income quintile
groups in Belgium, Spain, Italy, and the UK, and found that a
one-month lockdown alone produced larger losses in gross
income for those at the bottom of the income quintile
distribution. However, government income support measures
more than compensated for that inequality.

*?


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.16.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.17.xlsx
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Box 1.1: Data on indicators of income inequality and poverty: some caveats

The indicators on income inequality and poverty in Sections 4.2 and 4.3 present new evidence on general
trends in recent years, or trends by age group compared to previous European Commission publications.
However, several indicators on inequality and risk of poverty in 2020 and 2021 are the result of model
simulations rather than official statistics and should therefore be interpreted with caution.

Official statistics on these indicators are necessarily published with a delay. In fact, for any given
reference year t, data are released at t+1 (e.g,, for EU SILC 2020 in the second half of 2021), while these
indicators refer to the latest available completed year (t-1, i.e. 2019 for EU SILC 2020). As 2021 survey
data (reporting 2020 income) will not be published until around November 2022, the most recent
statistics on inequality or poverty are based on pre-pandemic incomes (2019). In the absence of recent
official statistics, sources of a more experimental nature were used in the analysis.

This includes the following simulations:

e Eurostat flash estimates
o income quintile share ratio S80/S20 referring to 2020 income year for disposable
income (income share of the top 20% compared to the bottom 20%)
o  at-risk-of-poverty rate (AROP) referring to 2020 income year
e Simulations from the Euromod baseline report
o  AROP referring to 2021 income year
o Gini coefficient of equivalised disposable income referring to 2020 and 2021 income
years
Since official data on distributional indicators is published by necessity after a certain time lag, Eurostat
produces Flash estimates to have early indicative results to be used for the EU’s policy agenda. These
simulations imply the use of models that allow the estimation of the entire distribution and capture the
complex interaction between labour market developments, the effects of economic and monetary policies
and the implementation of social reforms. The associated methodological note is available online.

Euromod simulations result from applying tax benefit policies of the relevant year under analysis (2020
or 2021) to the EU-SILC survey income data available for before the pandemic in 2019 (input data).
While mismatches between the timing of the data and tax benefit policies can easily be addressed in
ordinary years, this was a challenge for 2020 and 2021, as all Member States suffered major economic
shocks and labour market disruptions due to the COVID-19 pandemic, making the input data less
representative of the overall population. This is partially addressed by using information from Eurostat on
the loss of jobs and short-term work schemes to simulate a closer-to-reality labour market situation
during the pandemic (version 14.0+, published in January 2022), but this cannot be fully accounted for so
these statistics remain experimental and should be interpreted with caution.

Official data for severe social and material deprivation and AROPE are available for 2020 data
collection. For material deprivation, this is because survey questions used to develop this indicator are
not directly about income (which would be assessed as per the previous year), but instead refer to
household current living conditions (eating meat, owning a mobile phone, etc.). The AROPE rate combines
indicators of risk of relative poverty and work intensity (based on survey questions about outcomes in
the previous year) with material deprivation scores which ask about current outcomes. Here, again, the
combination of a pre-pandemic year (2019) with a pandemic year (2020) could be problematic and
these figures should be interpreted with caution.
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4.3. Risk of poverty and social exclusion

The EU 2020 Strategy foresaw that 20 million
people should be lifted out of poverty and social
exclusion in the EU (compared to 2008). (?*) That
target was not achieved, with only 11.95 million
people lifted out of poverty by 2019 (the baseline year
for the current set of 2030 targets). (3°) Crucially, the
overall improvement in the underlying indicator of
material deprivation was not generally followed by
improvements in the at-risk-of-poverty (AROP)
rate. (*!) The EU target for poverty and social exclusion
for 2030 was presented at the Porto Social Summit in
May 2021. It aims to reduce the number of people at
risk of poverty or social exclusion by at least 15
million, of which at least five million should be
children, in comparison to the 2019 baseline.

The situation in 2020 already suggested that
work remained to be done to reach the Porto
headline target on reduction of poverty and
social exclusion. In the short term, the uncertainty
brought about by the pandemic posed challenges for
the labour market and living conditions of EU
households. (*3) In 2020, 21.5% of the EU population
was estimated to be experiencing poverty and social
exclusion, representing some 94.7 million people,
19.32 million of whom were children under 18 years
old. This implies a slightly increasing trend compared
to 2019 when 92.2 million people were considered at
risk of poverty and social exclusion (AROPE). However,
in an exceptional year such as 2020 the AROPE rate
should be interpreted with caution as it combines
indicators of risk of relative poverty (AROP) and work
intensity from 2019 with material deprivation from
2020. For this reason, it is useful to report the
components of the AROPE separately. (3*) The
indicators forming the AROPE are themselves relevant

(*°)  AROPE corresponds to the sum of persons who are either at
risk of poverty, or severely materially and socially deprived or
living in a household with a very low work intensity. People are
included only once even if they are in more than one of the
situations mentioned above.

(*°)  Eurostat [ilc_peps01]. This figure refers to the old AROPE
indicator, as defined in the EU 2020 Strategy since we refer to
2020 and 2019 figures. The figure for the AROPE indicator in
2019 is estimated. The EU aggregate does not include the UK.

(3Y) The at-risk-of-poverty rate is the share of people with an
equivalised disposable income (after social transfer) below the
at-risk-of-poverty threshold, which is set at 60 % of the
national median equivalised disposable income after social
transfers. Note that this indicator does not measure wealth or
poverty per se, but low income in comparison to other residents
in that country.

(*3)  Figures refer to the revised AROPE indicator, as defined in the
Revised Social Scoreboard. The 2030 target for poverty and
social exclusion considers a revised version of the underlying
indicator of “severe material and social deprivation”, and “low
work intensity”. The AROPE rates in 2019 and 2020 are
estimated (Eurostat: ilc_pepsO1n).

(**) The AROPE indicator considers severe material deprivation of
the current year and risk of poverty and work intensity of the
preceding year. This time mismatch between the three sub-
indicators may be problematic in a very exceptional year such
as 2020, where the effects of labour market shocks on living
conditions can materialise with a time lag. See box 1.1 for
more details.
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since they are also headline indicators in the revised
Social Scoreboard of the European Pillar of Social
Rights action plan.

Initial simulations indicate a broadly stable risk
of poverty (AROP) in 2021. (**) The AROP trend in
2020 also seems somewhat stable, but conclusions on
the post-pandemic trends in poverty risk can only be
drawn once official data becomes available.

The AROP rate showed considerable variability
across age groups, with young people the
hardest hit. (**) The 2020 Eurostat flash estimates
(used in the 2021 ESDE report) are broken down by
age for a more in—depth view of the risk of poverty
impact on young people (Chart 1.18). Given the
uncertainty due to the experimental methods used, it
shows ranges of possible changes in AROP compared
to the previous year for each age group rather than
point estimates. The results of interest are those for
countries in the left-hand section of the graph (for
which the year-on-year variations are statistically
significant), and the indicators of interest are the dark
orange bars, showing a range for each statistically
significant result. For most countries, the AROP rate for
minors (<18) increased in 2020 compared to 2019,
with a fair degree of certainty, as all numbers in the
range (dark orange bar) in the left section of the graph
are positive. A similar pattern can be seen for the
working age group (18-64), where all but one country
in the left-hand section of the graph saw increases in
the AROP rate. The opposite trend can be seen for the
older age group (65+), where many of the countries
with statistically significant year-on-year variations
saw reductions in the AROP rate. For some countries,
the range of this decrease was wholly above 2 pp
(green bars), indicating a particularly large change.
This effect might be due to the relative stability — or
even growing trend — of pensions, which were largely
immune to the labour shocks caused by the COVID-19
crisis.

(**) Euromod (2022), see box 1.1 for more details.

(**) Flash estimates differ from Euromod figures of the baseline
report in 2020 and 2021 as they model individual labour
transitions more comprehensively. In exceptional years, it may
be useful to look at poverty lines anchored in past years, as the
poverty line may have gone down following a decline in median
income. However, the AROP rate is computed on the basis of a
floating poverty line (i.e. for 2020 it is 60% of the median
equivalised household income in 2020).


https://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do
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Chart 1.18
AROP rate increased among younger cohorts
Change in AROP rate (pp year on year change), 2020
At-risk-of-poverty rate (AROP)
-age<l18
Flash Estimates (FE) for income year 2020 as Rounded Uncertainty Interval (RUI)
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Note:  Flash estimates not published for some countries. Given the uncertainty around these figures, Eurostat has chosen to show them not as point estimates but as rounded uncertainty
intervals (RUI), to indicate a range of possible values. Flash estimates are calculated for income year 2020. In the left section of the graph, dark orange bars indicate the RUI for
the FE 2019 in cases where the flash estimates for the year-on year change point estimate are statistically significant. Extreme values, where the uncertainty interval is entirely
beyond a certain threshold, are censored, and an open-ended interval bounded by the threshold is shown instead of the RUI (dark green bars), conveying the message that the
changes are relatively large. The lower limit for what is considered an extreme value is 2 pp for AROP. In the right section, light orange bars indicate the RUI for the FE 2019 in
cases where the flash estimates for the year-on-year change are not statistically significant. In both right and left sections of the graph, light green bars are the ranges of values
which should be considered not significantly different from 0.

Source: Eurostat AROP flash estimates for income year 2020.

Click here to download chart.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.18.png
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Chart 1.19

Material and social deprivation improved for older age groups in 2020 and worsened for younger age groups
Severe material and social deprivation rate, 2020 (left axis, 2020 level), by age group (right axis, year on year difference)
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Note:  Germany has a break in time series.
Source: Eurostat, EU SILC [ilc_mdsd11].
Click here to download chart.
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The proportion of the population living in severe
material and social deprivation (SMSD) increased
only slightly in 2020, but became more frequent
among young people. At EU level, the number of
people living in SMSD stayed fairly stable, at 28.85
million people in 2020 compared to 28.025 million
people in 2019. (**) The analysis below relies on 2020
data, as material and social deprivation official data is
already available for that year. Data are, however,
broken down by age group (Chart 1.19). At EU level,
the proportion of over-65s exposed to SMSD
decreased at EU level (-0.9 pp), while the deprivation
rate increased for the working-age (+0.2 pp) and
young (+0.7 pp) populations. This varied greatly by
country. For people under 18, this indicator increased
in most countries compared to 2019, although it fell in
11 Member States (green marker). For the working-
age group (18-64), the share of people in SMSD also
fell in the majority of Member States, with slight

(**) The SMSD rate measures enforced lack of necessary and
desirable items to lead an adequate life. It is defined as the
proportion of the population experiencing an enforced lack of
at least 7 of 13 deprivation items. Items at household level:
i) Capacity to face unexpected expenses; ii) Capacity to afford
paying for one week annual holiday away from home; iii)
Capacity to be confronted with payment arrears (on mortgage
or rental payments, utility bills, hire purchase instalments or
other loan payments); iv) Capacity to afford a meal with meat,
chicken, fish or vegetarian equivalent every second day; v)
Ability to keep home adequately; vi) Having access to a car/van
for personal use; vii) Replacing worn-out furniture. Items at
individual level: viii) Having internet connection; ix) Replacing
worn-out clothes with new ones; x) Having two pairs of properly
fitting shoes (including a pair of all-weather shoes); xi)
Spending a small amount of money each week on themselves;
xii) Having regular leisure activities; xiii) Getting together with
friends/family for a drink/meal at least once a month.

HR SK DE MT PT FR
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increases in 10 countries. Among the over-65s, the
trend is clearer, with 25 countries seeing their rates
improve (i.e. fall). (*)

Young people were already exposed to social
risks in the run-up to the COVID-19 crisis.
Experimental statistics from Eurostat highlighted that
young cohorts were more vulnerable to the two-fold
risk of poverty, implying income and consumption
levels under the respective income and consumption
poverty lines. In 2015, the proportion of under-35s
was at higher risk of being both income and
consumption poor than older cohorts in the majority of
EU countries, except for the Baltic countries, Croatia
and Slovenia. The gap was largest in Bulgaria,
Romania and Slovakia, with a >3 pp gap in twofold
poverty between the under-35s and older cohorts. (*8)
However, young people’s worsening living conditions
also depend on widely recognised lifecycle aspects,
such as transition out of the parent/quardian
household, lower labour income in early career,
household formation and housing purchases. These
areas are discussed in detail in Chapters 2 and 4 of
this report.

4.4, Demographics

2020 and 2021 were marked by a large number
of COVID-19 deaths, particularly during the
spring and winter peaks of successive pandemic

(*’) Break in time series between 2019 and 2020 for Germany,

Ireland, France and Luxembourg.

The gap in twofold risk of poverty (income and consumption) by
age group is from Eurostat experimental statistics
[icw_pov_10].

%)


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.19.xlsx

waves. Chart 1.20 shows that excess mortality at EU
level was much lower in January and February 2020
compared to the same months in 2021, and ranged
from 1.8% in June 2020 to 40% in November 2020.
After a decrease at the beginning of 2021, excess
mortality peaked in April and again in November 2021.
After decades of life expectancy increases due to
improvements in healthcare and quality of life, this
unprecedented shock caused a reduction in life
expectancy in most countries, with life expectancy at
the EU level reduced by almost one year in 2020 to
80.4 years. (**) The mortality impact of the pandemic
has been uneven across countries and over time, with
Central and Eastern European EU Member States
registering the largest rates of excess mortality. (*°)
Demographic trends such as population ageing are
long-term processes that are evident in most regions
of the world since the 1950s, (*!) suggesting that the
pandemic’s impact on ageing may be unlikely to result
in a major reversal of the long-term ageing of
European societies. (4?)

Chart 1.20
Additional deaths due to pandemic peaks in 2020 and
2021

Excess mortality (number of deaths from all causes compared with expected in baseline
pre pandemic), 2020 and 2021

mEU 2020 EU 2021

Source: Eurostat [demo_mexrt]
Click here to download chart.

Demographic projections foresee relatively
stable EU population numbers until 2050 (a
reduction of about 6 million) but predict profound
changes in population structure. () The most
pronounced trends include population ageing, shrinking
numbers of working-age adults, mobility within and
between Member States — particularly in view of the
large inflow of Ukrainian refugees — and a growing
trend in higher education.

There is clear evidence of the steady ageing of
the EU population. In 2020, the population aged 65+
overtook the population aged <20, compared to 2011
when there were 100 people under 20 for every 74

(**) Aburto et al. (2021).

(**) European Commission (2021b).
(*1)  WHO (2021).

(*2) Temple et al (2021).

(*)

Eurostat table: [proj_19np]. Latest projections estimate the EU
population at 441.2 million in on 1 January 2050, compared to
447.56 million in on 1 January 2020.
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people aged 65+ (see Chart 1.21). This is the result of
improved life expectancy and the arrival of baby
boomers in the 70+ age group, as well as sustained
low fertility. (*4)

The change in the EU population structure varies
substantially between Member States. In countries
such as Italy, Germany and Portugal, in 2021, there
were more 120 or more individuals aged 65+ for
every 100 individuals <20 (see Chart 1.22). This ratio
between the 65+ and <20 populations was much
lower in Ireland, Luxembourg and Cyprus, where it
amounted to 55.7%, 68.9% and 76.7%, respectively.
Irrespective of the level of this ratio, the trend
increased for all countries in 2021 compared to 2011
and 2015, with the exception of Sweden and Latvia.
Between 2015 and 2020, the increase in over-65s
compared to the <20s was largest in Croatia, Poland,
Finland and Italy.

Long-term trends indicate the compression of
the traditionally working-age population (20-64)
in relation to the traditionally inactive age group
(under-19 and over-65) over the last decade. The
ratio of the <19 and 65+ populations compared to the
20-64 population has grown steadily, from 63.2% in
2011 to 69.7% in 2021 according to Chart 1.21.(*)
This indicator suggests that the size of the working-
age generation is shrinking and under strain.

Chart 1.21

More over 65s than <20s in the EU in 2021

Age dependency ratios (green bar, population 0-19 & 65+ to working population 20-64,
9%); ratio of population 65+ to population <20 (blue bars, %)

120

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

m Ratio 65 to under 19 Age dependency ratio
Note:  Population on 1st of January 2020. Note for the ratio of 65+, data from age 85 is
missing.
Source: Eurostat [demo_pjanind] for the age dependency ratio, DG EMPL calculations
based on [demo_pjan] for the ratio of 65+ to population <20
Click here to download chart.

(**)  Fertility has been below the replacement level (2.1 children per
woman) since the 1960s or 1970s in many European countries.
At the same time, age at first motherhood has been increasing.

(*) This age-dependency ratio represents an idea of burden-
sharing across generations, as working-age individuals carry a
responsibility for both the previous generation (older people of
retirement age) and the next generation (who in turn will
provide for their parents once they become older). This is
facilitated by the welfare state via intergenerational transfers
to the old (mainly pensions) and to the young (e.g. for
education), and has been traditionally financed primarily by
taxing the working-age population.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.20.xls
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap1/Chap1-Chart-1.21.xlsx
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Chart 1.22

Over 65 population growing compared to the under 20s
in all Member States

Age dependency ratio (population 65+ to population <20, %)
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Note:  Population on 1st of January 2021. Reading example: in Italy in 2021 there were
130 individuals aged 65+ for every 100 individuals aged <20

Source: DG EMPL calculations based on Eurostat [demo_pjan]
Click here to download chart.

In addition to ageing, mobility within and
between EU countries contributes to a changing
population structure. Over the last decade, some
regions have experienced increases or decreases of
their total population by a magnitude greater than
10%. In 2020, one in three people in the EU live
already in a region that lost population over the past
decade, and this share is projected to reach 50% by
2040. (“6) While NUTS-2 capital regions increased their
populations, rural regions are characterised by
depopulation. The vast majority of these regions are
located in Central and Eastern European countries, as
well as in Southern Europe and the Baltic States. (/)
Regions in the Baltic countries and Romania
experienced population declines larger than 10% of
their 2010 population. (*8) These regions, together with
the Polish regions bordering Ukraine, are now receiving
the largest influx of Ukrainian refugees, which may
reverse this trend, albeit temporarily.

(%) European Commission (2022)b.
(*) Eurostat table: demo_r_pjangrp3.
(“)  European Commission (2020).
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Box 1.2: Assessment of the long term labour market impact of the Russian invasion of Ukraine

The European Commission’s Labour Market Model (LMM) is used to assess the long-term impact of the
inflow of refugees from Ukraine on several Member States: Poland, Slovakia, Hungary, Czechia, Spain,
Italy, Austria, Germany, France, Belgium, Netherlands, Denmark, Finland, and Sweden. By 08/05/2022, (})
about 5.9 million people had already fled Ukraine, with many more expected to do the same. This includes
3.2 million refugees coming to Poland, 568 000 to Hungary, 402 000 to Slovakia, and 880 000 to
Romania. Assuming that those refugees who stay long term will integrate into society, and given that
beneficiaries of temporary protection have equal access to the local labour market as EU mobile citizens,
this can be seen as an increase in labour supply (population).

Hosting humanitarian migrants in the short term, and educating/integrating those who wish to stay in the
longer term are costly and present serious challenges for the host society. Over time, however, the inflow
of refugees is expected to have a positive impact on the level of GDP and the nhumber of employed people
in the EU. The inflow of people is expected to put downward pressure on real wages in the medium term,
which will, in turn, increase the return on capital. This increases both investment and labour demand, and
thus GDP. Assuming that wages and capital supply are perfectly flexible in the long term, the average real
wage returns (close) to its pre-shock level, and both the number of employees and the capital stock
increase. Depending on the scenario, the distribution of wages (i.e. wage inequality) can be impacted. (?)

Taking, as an illustration, an assumed group of one million Ukrainians settling in the long term in the EU,
their impact can be assessed for six different scenarios in terms of the degree of their socio-economic
integration and place of settlement:

- Settlement of people in i) countries bordering Ukraine, such as Poland, Slovakia, and Hungary; ii)
proportional distribution of refugees across all Member States based on population shares; and iii) higher
concentrations in Member States with a pre-existing Ukrainian community.

- a) In a scenario of full integration of refugees, their level of education is the same as that of the host
country; b) in the partial integration scenario, the level of education of new Ukrainian refugees is
equivalent to that of pre-war Ukrainian migrants (which is, on average, lower than that of the host
country population).

The analysis focuses on these long-term effects, while short-term costs (particularly the impact of public
spending) and the adjustment process are not considered. The magnitude of the impact on the Member
States varies depending on the scenario (Table 1). Poland is at the forefront of hosting people fleeing
Ukraine, both in terms of number of people and as a proportion of the local population. It also hosted by
far the largest number of Ukrainian immigrants in the EU before 2022 (more than 70%). (3) Consequently,
both in the scenario that assumes that the Ukrainian refugees settle only in bordering Member States and
the scenario that assumes that existing Ukrainian communities attract most of these refugees, Poland
experiences the strongest impact (GDP increases of 1.5-1.7%). Under the scenario that assumes that
refugees are distributed across all Member States proportionally to their overall population, the shock on
Member States bordering Ukraine is mitigated (GDP increases by about 0.2%).

In the scenario in which refugees do not fully integrate into the host country’s labour market (i.e. do not
reach the same education level or are subject to hiring discrimination and therefore have lower
employment prospects than their comparable native peers), the overall positive effect on employment

() Data from the UN Refugee Agency (UNHCR), 08/05/2022. Information is gathered on Ukrainian refugees crossing to
neighbouring countries. This means that many of those counted when they initially crossed into these countries may since have
travelled to other countries. For instance, Czechia’s Ministry of the interior reported that as of 10 May 2022, it had granted
more than 330 000 emergency visas to Ukrainian refugees. The simulation results presented in this note are based on these
numbers. Regularly updated statistics are available at https://data.unhcr.org/en/situations/ukraine.

() The simulation results assume that there is no major bottleneck that would impede the adjustment of the labour market and
the economy in the long term. For example, if real wages cannot adjust downward in the short- or medium-term due to unions'
excessive wage claims or excessive minimum wage increases, the increase in labour supply will at least partly translate into an
increase in unemployment or a decrease in participation rather than an increase in employment and GDP. Similarly, barriers to
entry to the labour force for Ukrainian refugees (e.g. because of discrimination) can also result in more limited positive impact.
Moreover, if governments must increase (distortive) taxes or take on more debt to compensate for the higher costs associated
with the inflow of refugees, the impact on GDP could be negative. Finally, in an extreme case where the number of refugees is
so high in one or several countries that it becomes unmanageable, the country’s social security system could collapse.

() Source: OECD data on “Immigrants by citizenship and age”, mainly based on data from the 2000 round of censuses.

(Continued on the next page)
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Box (continued)

and GDP is expected to be lower than in the full integration scenario. Employment would increase more
than proportionally to GDP, thus average labour productivity (GDP per person employed) would be
expected to decrease. Looking at distribution of wages (i.e. wage inequality), the increased labour supply
of lower educated people would be expected to exert a downward pressure on the wages of low-skilled
people, while those of highly educated people should increase. (*) Targeted education and training is

therefore crucial to move closer to the full integration scenario.
Table 1
Long-term impact of the inflow of humanitarian migrants on GDP and employment (%) in selected countries

Settling in Member States with
existing Ukrainian communities
(proportionally)

Proportional distribution across the

Settling in bordering Member States EU

Number of Full Partial  Number of Full Partial  Number of Full Partial
people integration integration people integration integration people integration integration

Poland GDP 634774 146 1.09 84614 020 0.15 732 231 169 1.26
Employment 148 122 020 0.16 171 141

Slovakia GDP 79383 1.25 0.86 12 209 0.19 0.13 16 853 0.26 0.18
Employment 126 096 019 0.15 027 020

Hungary GDP 112 194 096 092 21759 019 0.18 52910 045 043
Employment 095 092 018 0.18 045 043

Czechia GDP 0 0.00 0.00 23930 020 0.15 73853 061 045
Employment 0.00 0.00 020 0.16 061 050

o GDP 0 0.00 0.00 105 988 020 0.19 48 880 0.09 0.09
Employment 0.00 0.00 021 0.20 0.10 0.09

Italy GDP 0 0.00 0.00 132 458 020 0.19 20143 0.03 0.03
Employment 0.00 0.00 021 020 0.03 0.03

Austria GDP 0 0.00 0.00 19974 021 0.17 7 151 0.07 0.06
Employment 0.00 0.00 020 0.19 0.07 0.07

Germany GDP 0 0.00 0.00 185943 020 0.16 0 0.00 0.00
Employment 0.00 0.00 0.20 0.18 0.00 0.00

France GDP 0 0.00 0.00 151 287 022 0.18 13642 0.02 0.02
Employment 0.00 0.00 021 0.19 0.02 0.02

Belgium GDP 0 0.00 0.00 25838 021 018 5 0.00 0.00
Employment 0.00 0.00 020 0.19 0.00 0.00

Netherlands GDP 0 0.00 0.00 39077 0.20 0.19 0 0.00 0.00
Employment 0.00 0.00 020 0.19 0.00 0.00

Denmark GDP 0 0.00 0.00 13059 020 0.19 1636 0.02 0.02
Employment 0.00 0.00 020 0.20 0.03 0.02

Finland GDP 0 0.00 0.00 12 374 020 0.17 298 0.00 0.00
Employment 0.00 0.00 020 0.19 0.00 0.00

Swed GDP 0 0.00 0.00 4716 020 0.18 3466 0.03 0.03
weden Employment 0.00 0.00 0.20 0.19 0.03 0.03

Source: Own calculation based on the European Commission’s Labour Market Model.

(*) The difference in the impacts of the inflow of refugees on low-skilled and high-skilled wages in the partial integration scenario
is explained by the (assumed) complementarity of capital and high-skilled labour. If the share of lower educated people among
the refugees is higher than their respective share in the local population, the lack of sufficient number of additional high-skilled
workforce constrains the optimal adjustment of capital. In other words, the increase in the supply of capital induced by the
(principally low-skilled) labour supply shock creates an excess demand for highly educated people. In turn, wages of highly
educated workers increase, while the relatively fewer vacancies available for lower educated people puts a downward pressure
on their wages. In the optimum, the nationwide average wage will be somewhat lower than before the inflow of refugees.

Overall, demographic trends over the last contraction ever recorded as a consequence of the
decade show constantly rising fractions of the COVID-19 crisis in 2020. However, that recovery was
over-65 age group, both in comparison to the paced differently across the Member States and
working-age population and to children. This is largely ~ largely mirrored the losses experienced during the
due to increasing life expectancy and lower fertility. ~ crisis. Factors hindering growth were already evident
These population trends might affect the implicit at the beginning of 2022 and were further
social contract across generations, as well as exacerbated by the Russian invasion of Ukraine. More
underlying intergenerational fairness. specifically, presure on the price of energy and other

commodities caused a peak in inflation, which reached

the highest rate in the history of the monetary union,
5. CONCLUSIONS with expected to have important distributional

consequences. As result, EU GDP is expected to grow
The strong rebound of the European economy 5 79, considerably less than previously forecast.
observed in 2021 followed the most severe
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Labour markets recovered in 2021, although not
as strongly as the economy. The implementation of
job retention measures in 2020 cushioned the impact
of the recession on employment by reducing the
number of hours worked, and, accordingly, recovery
was driven more by an increase in hours worked rather
than by growing the numbers of people employed.

The main labour market indicators improved for
young people, who were more affected by the crisis
in 2020 than other population groups. However, the
situation of young people in the labour market
remained difficult, with a very high incidence of
temporary work and significant unemployment and
NEET rates.

Strong government and EU intervention to
support households in 2020 and 2021 helped to
prevent a significant deterioration in social
outcomes due to the COVID-19 pandemic. While
the social impact of the crisis is not yet clear due to
data lags, preliminary findings suggest that it was
limited: the AROPE rate among EU households rose
slightly in 2020 and remained stable in 2021. At EU
level, the number of people living in severe material
and social deprivation grew slightly in 2020 (28.85
million people, compared to 28.03 million in 2019) and
initial simulations on inequality suggest a somewhat
constant trend. The unprecedented government and EU
intervention through income support policies and
automatic stabilisers appears to have been effective in
mitigating the shock caused by the pandemic. In 2020,
households’ average disposable income was broadly
supported by social benefits as market income
plunged, while in 2021 the contribution of salaries and
self-employment income partially recovered and public
intervention declined. Nevertheless, with prices on the
rise, households’ purchasing power is at of risks
declining, particularly among low-income households,
for which rising food and energy costs represent a
large share of their consumption basket.

The social impacts of the COVID-19 crisis were
not homogenous across age groups, with young
people hardest hit. Preliminary findings on AROP
rates in 2020 show increases in most countries for the
working-age group (18-64) and for minors (<18), in
contrast with findings for older groups. SMSD rates
rose in 2020 for the working-age and youngest
groups, while over-65s saw their situation improve.

Demographic trends over the last decade show
that the share of the 65+ age group is rising
rapidly. The proportion of the population aged 65+ is
growing, both in comparison to the working-age
population and to the child population, due to
increasing life expectancy and lower fertility. This trend
poses major challenges for intergenerational fairness.

The EU economy is being impacted by a number
of global economic and geopolitical challenges.
The Russian invasion of Ukraine in February 2022 has
caused many deaths and much human suffering, and
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the subsequent displacement of millions of people will
impact EU demography. Member States have
welcomed refugees fleeing from Ukraine, with the EU
granting them temporary protection and support,
notably through the EU Civil Protection Mechanism and
the CARE package. The European Commission has also
stepped up its financial support to Ukraine, with an
emergency macro-financial assistance (MFA) package
of up to EUR 1.2 billion, which has already been
disbursed, and has presented on 18 May 2022 a
Communication on Ukraine relief and reconstruction.
The EU economy has been significantly impacted,
experiencing trade and financial disruptions, a spike in
energy and agricultural prices, and the arrival and
subsequent integration of displaced people from
Ukraine.

The EU headline targets for 2030 in the areas of
employment, adult participation and learning,
and social inclusion will play a key role in
ensuring a strong social recovery and upward
convergence in the coming years. The
developments discussed here show that inclusion and
full participation of young people in the labour market,
and improvement of their social situation, are
necessary factors to achieve these targets.
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CHAPTER 2

1. INTRODUCTION (#°)

Today’s young Europeans are at a crucial
juncture. They were among the groups most strongly
affected by job loss during the COVID-19 pandemic,
due to their higher share of temporary employment
contracts and their concentration in heavily impacted
sectors or occupations. Young people still in education
and training experienced partial disruption of their
learning paths, while those transitioning from
education to the labour market faced difficulties in
finding their first job. Moreover, social outcomes of
young people were affected and the pandemic also
took a significant toll on their mental health. (°°)

The pandemic exacerbated pre-existing
challenges faced by young people, such as the
higher frequency of precarious and non-standard work,
lower benefit coverage, and higher housing expenses
relative to disposable income. (°!) Those earlier
challenges and the resulting insecurity already
threatened the realisation of life goals such as
household and family formation, even before the
COVID-19 crisis. Young Europeans also face the
longer-term challenge of an ageing population, given
that an increasingly smaller share of working-age
individuals will have to shoulder the costs of the
growing numbers of over-65s. Yet, Europe’s youth is
not a homogenous population group, differing not only
by nationality but by educational attainment, skill
profiles and other socio-economic characteristics. As a

(*°) This chapter was written by Stefano Filauro and Chiara Petrone,
with contributions from Boris Arnold, Alessia Fulvimari, Mihai

Palimariciuc and Tim Van Rie.

See Chapter 1, section 4 for initial findings indicating that
SMSD and AROP were higher among young people in 2020.

ESDE (2017), European Commission (2022).
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result, the impact of the Covid-19 pandemic varied
considerably between young people.

Young people are on average more highly
educated and digitally skilled compared to other
age groups, and have a strong awareness of
ecological issues, all of which put them in a good
position to seize opportunities brought by the
twin transitions. (°?) Capitalising on these
opportunities requires the right policies to be put in
place. The European Pillar of Social Rights Action Plan
is a solid roadmap, setting out concrete initiatives and
targets to promote fair, inclusive and well-functioning
labour markets. (°3) In addition, Europe’s Digital Decade
lays out actions and goals for a sustainable digital
future.

Given the existing and future labour market and
wellbeing challenges experienced by young
people it is necessary to develop a shared and
in-depth understanding of who these young
people are. Although youth is widely agreed to be a
period of transition leading from childhood to
adulthood, its definition in terms of exact age varies.
For example, in the United Nations (UN) Sustainable
Development Goals (SDGs), ‘youth’ is defined using the
15-24 age bracket, a definition shared by the
European Commission in the first Youth Guarantee,
which was developed in response to the 2008

(°*?) According to Eurostat, tertiary educational attainment in 2021
amounted to 36.7% of those aged 25-54 and 22.1 % of those
aged 55-74 in the EU [edat_lfs_9903]. 71% of people aged
16 to 29 reported basic or above basic overall digital skills in
2021, against only 35% for people aged 55 to 74
[isoc_sk_dskl_121].

The European Pillar of Social Rights Action Plan sets out
concrete initiatives and headline targets for the EU by 2030,
outlined here.

*?)


https://ec.europa.eu/info/strategy/priorities-2019-2024/economy-works-people/jobs-growth-and-investment/european-pillar-social-rights/european-pillar-social-rights-action-plan_en
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crisis. (°**) More recently, however, trends in prolonged
education paths and postponed entry to the labour
market, household formation and parenthood are
prompting a gradual revision of this definition. (°°) In
2020, Member States committed to the Reinforced
Youth Guarantee, which extended the upper age limit
to 29 years. Similarly, the OECD Youth Action Plan was
updated in 2021 to reflect the 29-year age
extension. (°®) This report generally uses this extended
definition, except where specified otherwise.

This chapter asks who young Europeans are by
analysing key transitions characterising youth,
and investigates what issues they care about
most. Section 2 analyses some key transitions to
adulthood, such as entrance into the labour market
and household formation, in order to understand the
age at which these typically occur, and how this varies
over time and across countries. Section 3 captures
young people’s concerns and perceptions through
surveys that ask directly about their views of the
future, their relationship with institutions, and the
issues that top their list of political priorities. That
understanding is crucial if national and international
governments are to develop and implement policies
that allow young people to fulfil their potential. (°”)

2. KEY TRANSITIONS: FINISHING
EDUCATION, FINDING A JOB AND
SETTLING DOWN

Youth is the phase between childhood and
adulthood, marked by major transitions in
education, professional life and private life. In a
traditional life-course model, young people complete
their initial education and training, take up work and
gain financial autonomy, leave the parental home, and
establish their own household, all within a relatively
short timeframe. (°8)

(**) The Reinforced Youth Guarantee strengthens the
comprehensive job support available to young people across
the EU and extends the target group to 15 to 29 year-olds. Full

proposal available here.

Council recommendation 2020/C 372/01.

OECD (2021).

The EU The EU Youth Strategy (2019) contains 11 European
Youth Goals, such as achieving better mental well-being, or
guaranteeing an accessible labour market with opportunities
that lead to quality jobs for all young people. Some of these
goals were particularly disrupted by the COVID-19 pandemic.

(°8) Kohli (1986).
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Chart 2.1
Youth is a period of major transitions in education, work
and family life

Population by age and current education, work and household situation

o —
16 19 22 25 28 31 34 37 40 43 46 49 52 55 58 61 64 67 70 73 76 79

e | education Main activity not work Living in parental home

Source: DG EMPL calculations based on EU SILC micro-data
Click here to download chart.

At EU level, before the age of 15 most
individuals participate in education, are not in
work, and live in their parental home, but the
number of people in that situation declines
sharply with age. Chart 2.1 clearly shows these
trends: the share of 17-year-olds in education is
around 95% but drops to 10% for 29-year-olds. At
age 17, almost all young people live in the parental
home, dropping to 28.8% at 29 years of age. This is
subject to variations and depends on structural factors
linked to a country’s social and economic conditions
(e.g. labour market dynamism, housing market
conditions, generosity of welfare), as well as individual
circumstances (family composition, health).

However, individual circumstances vary and
different combinations of work, study and living
conditions are evident. Chart 22 shows a
substantial degree of variety in the timing of these
major transitions. It confirms that the most common
status at age 16 is studying, not working, and living
with parents (purple area, at 90% for 16-year-olds),
while at the age of 29 most people do not study, have
a job, and live outside the parental home (yellow area,
at about 50% for 29-year-olds). However, Chart 2.2
also shows that many other combinations can occur,
with  working while living with parents being
particularly common (red area), and a small but
constant share of people who live in the family home
and neither work nor study (light green area). For a
more detailed discussion focusing on the group of
young people neither in employment or education and
training (NEETs), see Chapter 3, section 2.

The timing of attaining the highest level of
education varies across the Member States. On
average, people exit education at the age of 22, but
this varies considerably between Member States within
the same generation (Chart 2.3). In Romania, for
example, young people leave education at the age of
19, on average, while in Denmark, most individuals
obtain their highest educational level around the age
of 25.


https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:52020DC0277
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap2/Chap2-Chart-2.1.xlsx
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Chart 2.2

Young Europeans live in a variety of work, study and household situations
Common combinations, EU 27, 2019
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Source: DG EMPL's calculations based on EU SILC micro-data
Click here to download chart.

The dynamics of the transition out of education
have changed over time due to the increase in
participation and completion of tertiary
education. Comparing different cohorts shows very
diverse results, as people aged 31-45 faced different
conditions as students and young workers than those
aged 61-75 today. The average age at which people
obtain their highest level of education has increased
over time: at EU level, the 61-75 cohort left education
more than one vyear earlier than their youngest
counterparts (31-45). Chart 2.3 also shows that for
some countries, this transition has been happening
considerably later (e.g. almost four years in Cyprus),
but in some cases the average age of leaving
education has stayed fairly constant or even fallen
(the Netherlands, Sweden, Finland). In line with these
findings, tertiary educational attainment in 2021
amounted to 36.7% of those aged 25-54 and 22.1 %
of those aged 55-74 in the EU. (*°) This varied across
Member States, with 57.1% of Irish young people aged
25-54 having tertiary education, compared to 21% of
their Romanian counterparts.

(*%) Eurostat [edat_lfs_9903].


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap2/Chap2-Chart-2.2.xlsx
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Chart 2.3

People attain their highest level of education at later ages
Average age at attaining highest level of education attained, by Member State and birth col
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Source: DG EMPL's calculations based on EU SILC micro-data
Click here to download chart.

Similarly, the age at which people have their
first regular job has also increased. It rose by
almost two years on average in the EU between the
61-75 and the 31-45 cohorts (Chart 2.4). This varies
across the Member States, although the vast majority
of countries are seeing this transition take place later.
In some countries, such as Slovenia, Ireland and
Portugal, the transition is delayed by three years
between the youngest and oldest generation.

Chart 2.4

Age of first regular job has increased
Average age of first regular job, by birth cohort (current age), 2019
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Source: DG EMPL's calculations based on EU SILC micro-data
Click here to download chart.

The timing of when young people leave the
parental household differs considerably
between countries. Data constraints prevent the
same type of long-term analysis across cohorts for the
age of leaving the parental household as for exiting
education and starting a job. In fact, there are no
consistent variations over time in the age at which the
young leave their parents’ household but this may be

FR. LU PL EE AT LV SI LT IE DE NL SE Fl DK

31-45

because this outcome is observed for only 10 years
and, these transformations take place over longer
periods and across different generations. (5°) However,
it is possible to compare differences in the age at
which this transition takes place across countries.
Chart 2.5 shows that in Denmark, Finland and Sweden,
half of young people (the median in the chart) no
longer live with their parents by the time they reach
the age of 21. In Greece, Croatia and Slovakia, this
transition occurs around 10 years later. In countries
with a higher median age of leaving the parental
household, there is also more variation between young
people in the timing of their leaving home. In Denmark,
for example, the difference in the age of leaving for
the first quarter of ‘earliest leavers’ (25% in Chart 2.5)
and the last quarter of ‘late leavers’ (75% in Chart 2.5)
is only two years. That compares to a difference of 13
years in Greece. For a more in-depth discussion of the
socio-economic and institutional determinants of
leaving the parental home, see Chapter 4 section 2.

The legal age of adulthood is 18 in all Member
States but according to the European Social
Survey, the perceived beginning of this life
phase differs by up to five years between the
lowest age 18-19 vyears (Czechia, Portugal, the
Netherlands, Ireland, Spain) and the highest age 22-23
years (Bulgaria, Italy), as shown in Chart 2.5. This
variation seems somewhat to stem from cultural
diversity between various Member States. In all
countries considered, people also believed that
adulthood starts at a later age for men compared to

(°9) Eurostat table YTH_DEMO_030 includes data on age of leaving

the parental household from 2012 to 2021.
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https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap2/Chap2-Chart-2.4.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap2/Chap2-Chart-2.3.xlsx

women (two years on average at EU level as shown in
Chart 2.6), a perception that could be explained by
cultural beliefs about the role of women as carers, or
could perhaps be linked to the earlier biological onset
of adolescence in girls.

Chart 2.5

The age at which young people leave home varies
Proportion of young people living in the parental household by age, 2019
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®75% Median 25%

Note:  Data for Italy are from 2018 because not available from 2019 at the time of

analysis.
Source: DG EMPL's calculations based on EU SILC micro-data
Click here to download chart.

Chart 2.6
Adulthood is perceived to start later for men than for
women

Average age of perceived start of adulthood for men and women, by Member State,
2018

20 o P
oo o
oo ®

CZ PT NL IE ES DE SE BE LV EE PL FI FR DK HU SK CY LT AT SI RS HR IT BG
@ Age women become adult Age men become adult

Note:  Weigthted average, 'it depends” response excluded

Source: European Social Survey, round 9, 2018
Click here to download chart.

These delays in the timing of transitions to
adulthood are part of longer-term trends in the
labour market conditions faced by young people,
with their trajectories becoming less linear and
predictable. Shorter periods of employment are now
common in early careers and it is becoming more
typical to return to learning after obtaining initial work
experience, with an increase in adult training and
education. (°) Such mobility and experimentation at
the early stages of a career can be positive and may
serve to improve both labour matches and lifetime
income. (*?) However, recent labour market
developments have increased instability for young
people and created obstacles to their economic
independence. As discussed in the 2017 ESDE report,

Y
*?)

ESDE (2017).
Midtsundstad (2019).
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younger cohorts felt a stronger impact of the Eurozone
crisis compared to older generations, facing more
frequent and longer unemployment spells, more
prevalent non-standard and precarious work contracts,
and lower labour market income compared to prime-
age and older workers. (5) Coupled with higher relative
housing costs (see Chapter 4 section 4), this can delay
household formation and might help to explain the
post-2008 increase in young people returning to the
parental home after a period of independent living —
the so-called Generation Boomerang. (5%) (5°) Young
Europeans are facing these traditional transitions
alongside major societal transformation in the form of
the green and digital transitions, as well as the fallout
and recovery from COVID-19 and recent geopolitical
tensions.

3. CURRENT IMPACTS AND FUTURE
CHALLENGES

From the beginning of the COVID-19 pandemic,
there were concerns at national and
international level about its impact on young
people. Several surveys (primarily by the OECD, the
International Labour Organization (ILO) and Eurofound)
sought to examine that impact more closely by asking
participants — including young people — about the
effect of the crisis on their lives. The surveys asked
about concrete employment and education or training
outcomes, but especially about people’s subjective
perceptions of well-being, their views of the future,
and their relationship with politics and institutions. The
surveys varied in  methodology, scope, and
geographical regions covered, and while they offer a
broad range of views and situations, they are neither
necessarily comparable nor fully representative. (°¢)
These findings are also useful in monitoring whether
or not the EU is on track to achieve the 11 Youth Goals
identified through the EU Youth Dialogue between
young people and decision-makers.

3.1. Perceived impacts on employment and
financial perspectives

Young people reported their labour market
situation during the pandemic as being more
challenging than that of older age groups. (°')
Surveys  found that young people were
overrepresented in the sectors most impacted by
COVID-19 restrictions, such as accommodation and
food services, retail, health, and social work. They were
also more exposed to recent labour market insecurity,
with a higher proportion employed on temporary and

ESDE (2017).
Lennartz et al. (2015).

ESDE (2017) notes that young people face higher housing costs
relative to their income compared to older people.

See Annex Al for an overview of the surveys and annex A2 for
key findings. Many of the surveys were not based on statistical
random sampling.

OECD (2020); Eurofound (2021).
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part-time contracts. (*8) As a result, many young
people faced unemployment or a forced reduction in
working hours. For example, more than half (519%) of
the respondents to the OECD survey in 2020 reported
that ‘either they or a household member have
experienced job-related disruptions since the start of
the COVID-19 pandemic in the form of a job loss, the
use of a job retention scheme, a reduction in working
hours, and/or a pay cut’, a finding mirrored by the
Eurofound and ILO surveys in 2020 and 2021. For a
discussion of why young people are typically more
vulnerable to recessions, see Chapter 3 section 3.
These economic consequences need to be carefully
monitored to ensure that they do not hinder the path
towards Youth Goal #7, Quality Employment for All,
which acknowledges that young people are suffering
from high unemployment and precarious working
conditions, and thus aims to guarantee an accessible
labour market for all young people.

The pandemic impacted young women and men
differently, and the surveys show an ambiguous
picture of that varied impact. The ILO survey in 2020
found that young men more frequently reported that
they had stopped work, reduced their working hours, or
faced income losses. However, such gender
differences are complex and depend on various
factors, which would require separate analysis beyond
the self-reported survey data reviewed in this context.
Official statistics show instead that in 2020 youth
unemployment at EU level increased slightly more for
young women (+2.0 pp) than for men of the same age
(+1.8 pp). (%) This is somewhat different than the
trend for the general population, where male
unemployment in the EU increased slightly more
(respectively 0.5pp and 0.4pp), even though women
experienced a steeper fall in working hours. (7°)
Furthermore, the increased burden of domestic or care
work during the pandemic fell disproportionately on
women, which also had an impact on their job
prospects. (")

Many young people reported difficulties in
affording housing or paying for their usual
expenses since the start of the pandemic, with
some facing particularly extreme conditions. In
the OECD survey in 2020, one in five young people’s
households reported having to take funds out of their
savings or sell assets to pay their rent or bills. Across
the OECD countries, 5% of young people went hungry
because they could not afford to purchase food, and
2.4% lost their house due to difficulties in paying
housing costs. For each of these indicators, young
people reported higher shares than the other two age
groups (30 to 49 as well as 50 to 64). In spring 2021,
housing insecurity affected 4% of employed young
people, 3% of students, and 17% of unemployed or

Eurofound (2021); ILO (2020).
ESDE (2021).

Eurostat [une_rt_a], ESDE (2021).
JRC (2022).
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inactive youths. (7?) This is consistent with the finding
highlighted in Chapter 4 section 3 that young people,
lacking savings, more often have to rely on family and
friends to weather unexpected income shocks.

Among young people, those aged 18-24 and
those from disadvantaged backgrounds were
worse affected. Based on self-reported labour
market outcomes, young people from low
socioeconomic backgrounds were hardest hit by job
losses. (®) The youngest cohort (18-24) reported being
more likely to stop working (23.1%). (74).

There were substantial differences in the impact
on young people across Member States. This
reflected the strictness of economic measures to curb
the pandemic, such as lockdowns, labour market
policies (e.g. job retention schemes), and pre-existing
institutional differences. The Eurofound survey in 2021
grouped Member States by welfare and labour market
regime type in order to obtain a high-level picture of
the varied impact of the pandemic on the employment
of young people in different countries. (") The largest
proportion of young people transitioning from
employment into unemployment was found in
Mediterranean countries, at 10%, while the Continental
and Nordic countries saw a proportion below 4%.

3.2. Perceived impacts on well-being and
mental health

Young people’s life satisfaction and mental
health worsened during the COVID-19
pandemic. (’®) The ILO survey in 2020 found that
‘50% of young people are possibly subject to anxiety
or depression, while a further 17% are probably
affected by it. (/) The Eurofound survey in spring
2021 found that 65% of young people were at risk of
depression according to a mental well-being score of
the World Health Organisation. Perceived mental
health was worse for young women than for young
men, and for unemployed and inactive young people.
The survey found that ‘young workers who had lost
their job were almost twice as likely to be affected by
probable anxiety or depression as those who continued
to be employed (23% and 14%, respectively)
The Health at a Glance Europe 2020 report confirms

(”*) Housing insecurity is defined as being likely or very likely to
have to leave current accommodation within three months due

to inability to afford it.
OECD (2020).
ILO (2020).

The 2021 Eurofound survey defines five groups: Continental or
Conservative (Austria, Belgium, France, Germany, Luxembourg);
Eastern (Bulgaria, Croatia, Czechia, Estonia, Hungary, Latvia,
Lithuania, Poland, Romania, Slovakia, Slovenia); Liberal (only
Ireland, as previously included the UK), Nordic or Social-
Democratic (Denmark, Finland, the Netherlands, Sweden); and
Mediterranean (Cyprus, Greece, Italy, Malta, Portugal, Spain).
Eurofound (2021); OECD (2020).

The ILO survey used the Short Warwick-Edinburgh Mental Well-
being Scale to estimate young people’s mental well-being.
Respondents’ answers to seven statements on their thoughts
and feelings were used to assess probable/possible/no anxiety
or depression.
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these results, showing that the pandemic affected
mental well-being, with evidence of higher rates of
stress, anxiety and depression; as well as young people
and lower-income groups were particularly at risk. (&)
A review of four national surveys by the Social
Situation Monitor (SSM) found that young people did
not report worst well-being during the pandemic
compared to other age groups, but confirmed that
depressive symptoms and loneliness were more
frequent amongst youth. (“°) Analysis by the SSM using
their own survey results also found that across five EU
countries the drop in subjective well-being was steeper
for younger people. (°)

A combination of factors underpinned the
deterioration in young people’s self-reported
mental health. Limited education and work
opportunities due to the pandemic were significant
factors, as were limited mobility and access to
physical activity, and the prohibition of social
gatherings, especially for those who were not living
with their families during lockdowns. In general,
increasing degrees of uncertainty were likely to exact a
toll on mental well-being. This is recognised in Youth
Goal #5, which aims to achieve better mental health
and end stigmatisation of mental health issues. The
European Parliament has also stressed the need to
consider the link between mental health and other
factors, such as socioeconomic conditions
(unemployment, housing insecurity) and wider
uncertainty about the future (including climate change)
with a view to adopting a holistic approach towards
mental health at EU level. (81)

3.3. Perspectives on the future and trust in
institutions

Financial security, long-lasting effects of the
pandemic, and career prospects are high among
young people’s concerns. One of the most urgent
worries is future financial security — the impact of the
health crisis on the labour market, coupled with their
insecure work positions, causes young people to worry
about their ability to pay the bills and to keep their
jobs, in both the short and long term. They are
concerned that they may not be able to find or
maintain adequate housing in the longer term (61%
reported this concern beyond the next 10 years), or

%
)

Health at a Glance Europe (2020).

The SSM is an initiative led by the consultancy ICF with
researchers from the HIVA Institute (KU Leuven University), on
behalf of the European Commission. The SSM note Naumann et
al (2022) reviews four independent panel survey projects in
France, Germany, Italy and the UK. Therefore, periods of data
collection are not entirely simultaneous and there are some
differences in how the concepts of interest are measured in the
surveys, so these results should be interpreted with caution.

The SSM note Barslund and Thil (2022) includes both a review
of existing surveys, as well as own survey results. The survey
was conducted in May 2022 and draws on a representative
sample of 4 000 people aged 16 to 70 years old in 5 EU
countries: Denmark, France, Germany, Italy and Poland. Existing
international surveys’ questions were used in order to compare
answers after 2 years of the pandemic.

European Parliament Resolution (2021/2952(RSP)).

()

)
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ensure their financial security in old age (70%). (52)
The ILO survey in 2020 found that 14% of young
people were fearful about their future career
prospects, with fears greatest among those who
stopped working since the onset of the pandemic
(24%). In general, women were less confident and
more worried about the future, especially during the
first year of the pandemic. This suggests that recent
economic developments may have exacerbated issues
that were already present, such as the growth in
precarious and unstable work contracts compared to
older generations, reduced welfare system protection,
and higher relative costs of housing, all of which
contribute to an instability that delays economic
independence and household formation. (5%)

Throughout the pandemic young people’s
optimism about the future fell but nevertheless
remained higher than that of the rest of the
population. (5%) In spring 2021, less than half (40%)
of young people reported feeling optimistic about their
future, yet this share was higher than among the over-
30s. That optimism reflected the different life
conditions of young people and was lowest among
those experiencing job and housing insecurity, and
financial difficulties. The extent of this positive outlook
also depended on the measures in place. For example,
young people were more pessimistic during strict
lockdowns. This is consistent with findings in Chapter 4
section 3 showing that young people display higher
resilience compared to the general population.

Throughout the COVID-19 pandemic, trust in
national governments fell, but was still higher
among young people than older respondents. (°°)
The Eurofound survey in 2021 found that even though
people trusted governments less in general throughout
the pandemic (the trust index dropped from 4.8/10 in
spring 2020 to 3.9/10 in spring 2021), young people
showed higher levels of trust compared to older
groups. As of spring 2021, younger people’s trust in
government was at 4.2/10, compared to 3.9/10 for
older groups. The heterogeneity among young people
was evident, with those with a higher level of
education or still in education, as well as women,
showing a higher level of trust in their government.
Women had a mean trust in government score of
5.7/10 (compared to 4.8/10 for men), while those who
had completed tertiary education displayed a score of
5.6/10, compared to 5/10 for those with a lower
educational level.

Similarly, trust in EU institutions remained
higher among younger groups, despite varying

(*?)
*)
(%)

OECD (2020).
ESDE (2017).

Eurofound (2021). Respondents were asked to rate the
statement ‘I am optimistic about my future’ on a scale from
‘strongly disagree’ to ‘strongly agree’.

(8%) Evidence on trust in government was drawn from Eurofound
(2021), views on government from OECD (2020), trust in the
EU and representativeness from Eurofound (2021) and the
European Parliament (2021).
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throughout the pandemic depending on the perceived
successes and failures of EU policies. In spring 2021,
Eurofound (2021) found that general trust in the EU
was at 4.6/10, compared to 5.6/10 among young
people. Trust in European institutions was also
considerably higher among the young than trust in
their national governments. The European Parliament’s
survey in 2021 somewhat confirms this, as the
majority of young people were generally in favour of
the EU (62%), with 34% dissatisfied and 28%
satisfied. Interestingly, 45% of respondents reported
that their image of the EU remained stable in 2020,
17% said it had improved and 31% reported it had
worsened. Other surveys such as the one conducted by
the SSM found no clear differences between young
and older people’s belief in whether their voice counts
in the EU. (%) While Eurofound did not find this
relationship with the EU to be affected by gender,
differences in employment status and education levels
positively correlated with trust, with students scoring
particularly high. By contrast, the SSM results show
that in most countries surveyed men were more likely
than women to think that their voice counts in the EU.

Young people do not feel sufficiently well-
represented. Of the young respondents to the OECD
survey in 2020, 40% felt that government did not
incorporate their views in the design of public benefits
and services. The European Parliament survey in 2021
found that young peoples’ perceptions of their
influence on policy outcomes also depended on the
level of government. While 53% of the young
population reported having little if any voice in
decisions at local level, that figure rose to 60% for
decisions at national level and 70% at EU level. Two-
thirds of young respondents to the Eurofound survey
in 2021 thought that their government should be
doing more to ensure their economic and social
security, as well as their well-being. According to the
Flash Eurobarometer survey 502, young people’s most
common expectation for the 2022 European Year of
Youth is for decision-makers to listen more to their
demands and act on them (72%), and to support their
personal, social and professional development
(71%). (87) Bridging this perceived distance between
Europe’s young people and national and EU institutions
is one of the aims of the Conference on the Future of
Europe. Launched in spring 2021, it intends to bring
together citizens - including a large proportion of
young people — to discuss the EU’s challenges and
priorities and draw up recommendations for the future
of the Union. Appropriately taking into account the
recommendations from this dialogue would improve
young people’s involvement and promote their belief
that they can indeed participate in policy-making.

These results stem from the upcoming SSM research note by
Barslund and Thil (2022). See footnote 80 for more
information.

Flash Eurobarometer survey (2022).
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3.4. Perceptions of main priorities and of the
twin green and digital transitions

Young people believe in a just transition: their
top priorities include poverty and social
inequality, as well as unemployment and
joblessness. Within the European Youth Forum in
2022 there have been calls for greater government
and EU investment to combat social inequality and
promote climate action, replacing economic growth-
oriented policy goals with a focus on human and
ecological welfare, and insisting on stronger
democratic and civil society involvement in policy-
making. Keeping these priorities high on the EU
agenda can improve young people’s trust in EU
institutions and ensure that they are properly
represented. The implementation of the 11 European
Youth Goals is a key political compass, particularly
Goals 1 and 9, which aim to foster young people’s
sense of belonging to the European project (Goal 1)
and to strengthen young people’'s democratic
participation and autonomy (Goal 9). The special
Eurobarometer Future of Europe survey launched in
2021 confirmed these priorities. In the survey, young
people reported social inequalities and unemployment
as the two main challenges for the EU from 2012 to
2021.(%8) Younger generations are showing a
demonstrable interest in sustainable development,
suggesting that social entrepreneurship may appeal to
them: initiatives such as the 2022 Youth
Entrepreneurship Policy Academy established under
the European Social Fund (ESF+) could promote the
labour market integration of young people, including
female and social entrepreneurs.

Environmental concerns are high on the list of
European citizens’ preoccupations, especially
among young people. The recent Special
Eurobarometer on the Future of Europe survey found
that 91% of 15-24-year-olds believe that tackling
climate change can help to improve their own health
and well-being, compared to 84% of people over-55
Climate change is causing distress, anger and other
negative emotions in young people, in a phenomenon
termed ‘eco-anxiety’. (8%). According to the 2021-2022
Climate Survey of the European Investment Bank (EIB),
84% of people aged 20-29 believe that climate
change and its consequences represent the biggest
challenge for humanity in the 21 century (Chart 2.7).

They also reported higher climate responsibility,
believing themselves to be considerably more
concerned than their governments about the

phenomenon, recognising that climate change has an
impact in their everyday life, and thinking that their
own behaviour can make a difference.

(®8) Eurobarometer Future of Europe Survey 517 (2021). Since
2012, Future of Europe surveys have dedicated a question to
the main challenges for the EU in the future. Both the question
formulation and answer options change slightly across surveys,

complicating full comparison.

(®%) Marks et al. (2021).



Chart 2.7

Youth perceptions of climate change
Findings of EIB Climate Survey, % of respondents (EU27)

Think climate change and its consequences
are the biggest challenges for humanity in the
21st century

81%
82%
84%

75%

80%

77%
83%

Think their own behaviour can make a

Are more concerned by the climate
emergency than their government is

Feel that climate change has an impact on
their everyday life

75%
/5%

difference in tackling climate change 80%

BTotal MFom15to19years WFrom 20 to 29 years

Source: EIB Climate Survey 2021-2022
Click here to download chart.

Environmental concerns have a significant
impact on the consumption and labour decisions
of young Europeans. Based on the EIB climate
survey in 2021-2022, a higher share (28%) of people
in their twenties take the issue of climate change into
account when buying products or services compared to
the 15-19 age group (23%) or the total population
(219%). This age group is also the most inclined to buy
second-hand products. In addition, a majority of young
Europeans consider climate change when looking for a
job and are concerned about the sustainability of their
jobs. Almost half (449%) of EIB survey respondents
aged 20-29 reported fearing they could lose their job
because of its incompatibility with the fight against
climate change, compared to an EU average of 25%.

Young people are particularly aware of the role
of the EU in tackling the climate crisis. When
thinking about the main global challenges for the
future of the EU, more than half (53%) of young
Europeans consider climate change the main global
issue. (°°) The same Eurobarometer survey found that
87% of 15-24-year-olds believe that it is important to
make Europe the world's first climate-neutral
continent by 2050, compared with 77% of over-
55s. (%)

The risks associated with new technologies are
not a top concern for young Europeans, although
young people worry about the impact of the
digital transition on jobs. When asked about the
main global challenges for the future of the EU, the
risk associated with digital innovation was low on their
list of priorities, at only 13%, compared to climate and
environmental issues at 49%. (°?) However, when
asked about the future of work, young Europeans
revealed deeper concerns and pessimism. While most
young people worldwide are ‘technology optimists’ and
believe that technological change will create as well as
destroy jobs, Europe has a far higher proportion of

*°)
"
*?

Eurobarometer (2020).
Eurobarometer (2020).
European Parliament (2021).
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young people who believe that digitalisation will
destroy more employment than it creates, at 21% and
9% respectively. Overall, young Europeans are
considerably less optimistic about the relationship
between technology and the labour market than their
Asian and North American peers. (*)

4. CONCLUSIONS

Major transitions marking the passage from
childhood to adulthood, such as entry into the
labour market and household formation, pose
challenges for young people. The labour market
instability inherited by young people as a result of the
2008 financial crisis was exacerbated by the economic
turmoil due to the COVID-19 pandemic. Those
combined circumstances present a challenge to the EU
goal of providing a good environment for young people
to grow up, learn, work and acquire independence.

In recent international opinion surveys, young
people reported being heavily affected by the
pandemic. Those in employment were
overrepresented in job losses and reduced working
hours, while those in education had a more difficult
transition to the labour market, with fewer vacancies
and work opportunities. They reported mental health
strain, with a higher risk of depression or anxiety than
among older groups. These negative impacts are
reflected in their views of their future financial and
career opportunities. However, young people are a
heterogeonus group, and their individual circumstances
as well as the country they live in are important
determinants of how the pandemic affected them.

Despite this challenging context, young people
remain more optimistic than the rest of the
population and display more trust in institutions.
Their trust in government and in the EU was negatively
impacted by health-related restrictions, but remained
higher than that of older age groups. It may be
possible to reinforce that trust by reflecting their
priorities on local and international political agendas.

Implementing the right policies at EU and
national level can promote better outcomes for
young people. The European Year of Youth is an
important opportunity to raise awareness of the
challenges facing young people. The EU has set out
key principles aimed at building a strong social Europe,
together with concrete initiatives to achieve those
goals. The European Pillar of Social Rights action plan
contains principles on inclusive education, training and
lifelong learning (principle 1) and on equal
opportunities for employment, social protection,
education, and access to goods and services (principle
3). (°**) These initiatives include the Reinforced Youth
Guarantee, a commitment to ensuring that young

**)
(*

ILO (2017).

Decision of the European Parliament and of the Council
2021/0328 (COD) LEX 2139.
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people who are unemployed or who have left
education receive a good quality offer of employment
or training, as well as the ALMA initiative, which
targets first work experiences abroad for young NEETSs.
These schemes are supported by significant amounts
of funding at EU level, such as the ESF+, the ERDF
(European Regional Development Fund) and the
Recovery and Resilience Facility, which provide
targeted investments in youth employment, health and
housing. The Council of the European Union has
observed the importance of preventive approaches
(e.g. early warning systems) identifying groups of
young people at risk of labour market vulnerability and
directing help where it is most needed. (°°)

The concerns and priorities of young Europeans
must be kept at the heart of policy-makers’
agendas. This may help to combat young people’s
perceptions that governments do not take their
perspectives into account when designing policies, as
well as strengthening their involvement in social and
political life. Young people need to be supported to
take advantage of the opportunities offered by the
green and digital transitions, while ensuring that their
distributional impacts do not harm the most vulnerable
young Europeans.

(%) Council Recommendation 2020/C 372/01.
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Annex 1: International surveys

Table ALl
Summary of main surveys on young people

OECD: Young https://www.oecdOne round:
people’s .org/coronavirus/ September-
concerns policy- October 2020
during COVID- responses/young

19: Results  -Deople-s-

from risks thatconcerns-during-

matter (2020) LVid-19-
results-from-

risks-that-
matter-2020-
64b51763/

18-29 years old 25 000

respondents
from 25
countries
About one-
quarter of

- Not OECD
representative  Directorate for
- Implemented Employment,
online using Labour and
samples Social Affairs
recruited via the

respondents per internet and

country were
young people

over the phone
by Respondi Ltd

(approx. 250 per - Remunerated

country)

ILO: Global https://www.ilo.o One round: April-18-29 years old 12 605
Survey on rg/budapest/wha May 2020 respondents
Youth and ts- from 112
CoVID-19 new/WCMS 753 countries
(2020) 026/lang--

en/index.htm
Eurofound: https://www.euro First round: April 15-29 years old First round:

Living, workingfound.europa.eu/ 2020

and COVID-19 sites/default/file Second round:
e-survey slef publication/ June-July 2020
(2020; 2021) field ef documeThird round:

nt/ef20036en.pd February-March
f 2021
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68 000
respondents
(7 381 young
people)

Second round:

24100
respondents
(2 143 young
people)

Third round:
46 800
respondents
(3 828 young
people)

survey
- Sampling
quota and
weights based
0on sex, age,
education level,
income level,
and employment
status

- Not
representative

Joint work: ILO,

UN Major Group

- Online for Children and

snowball Youth, AIESEC

sampling survey (youth-run NGO),

- Weighted by  European Youth

age, gender, and Forum, European

country young  Union

population Emergency Trust
Fund for Africa,
and UNHCR

- Not Eurofound

representative

- Survey online,

via social media

- Weighted by

age, gender,

education,

urbanisation

level, and

country

(Continued on the next page)
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Table (continued)

European
Parliament:
Flash

https://www.euro One round: June 16-30 years old 18 156

parl.europa.eu/at 2021

-your-

Eurobarometerservice/files/be-

European
Parliament

heard/eurobaro
meter/2021/yout

Youth Survey H-survey-

(2021)

2021/report.pdf
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respondents

- Computer-
assisted web
interviewing

- Respondents
selected from
online access
panels, groups
of pre-recruited
individuals who
have agreed to
take part in
research

- Sampling
quota based on
age, gender, and
geographical
region

Ipsos European
Public affairs



Annex 2: Key findings for young people

Table A2.1
Main findings from key surveys on young people

Surveys Employment and  Well-being/mental Perspectives on the Trust in the
financial difficulties health future institutions
OECD (September- - 51% experienced - More likely to report - 63% concerned - Two-thirds thought
October 2020) job-related disruption  worsened mental about overall social ~ government should be
(job loss, reduced health than older and economic well-  doing more to ensure
working hours, pay groups being and household  their economic and
cuts, and/or unpaid - Women more likely  finances social security and
leave) to report worsened - Concerns about well-being
- 36% reported mental health than ~ housing: 53% - 40% felt that
financial difficulties  men, in all age groups concerned about not  government does not
being able to incorporate the views
find/maintain of people like them

adequate housing in ~ when designing
the next year or two,  policies
61% beyond the next

10 years

- Concerns about old

age: 70% concerned

about not being

financially secure in

old age

- Women more

concerned than men

(66%, compared to

60%)
ILO (April-May 2020) - 23.1% who worked - 50% possibly - Concerns about /
before the COVID-19 experienced anxiety  labour market: 38%
outbreak had or depression uncertain and 16%
stopped working - 23% of those who ~ fearful about future
- 23% in employment  lost their job were career prospects
before the onset likely to report being
reported a reduction  affected by anxiety
in working hours, or depression

which meant a lower  (compared to 14%
income for 42% of among those
them employed)
- Women more likely
to report possible
anxiety or depression

(Continued on the next page)
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Table (continued)

Eurofound (first round:- In 2020, -

April 2020;
second
July 2020;

third round:
March 2021)

European
(June 2021)

round:

June-

February-

Parliament/

unemployment
increase was larger
than among older
groups

Workers in -
accommodation and
food services,
wholesale and retail,
and health and

social work were at -
higher risk of job

loss, as were those

on temporary (36%)
and part-time (22%)
contracts
Unemployed or -
inactive young

people were most
likely to experience
housing insecurity
(17%), difficulty
making ends meet
(43%), and having

no savings (39%)

Perceived life
satisfaction
decreased to its
lowest point in
spring 2021
Reported mental
well-being was
lowest in spring
2021, related to
school closures
Reported risk of
depression was
particularly high
among
unemployed/inactive
people

Women reported
lower mental well-
being than men
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- General optimism
about the future
remained higher
than in older groups
throughout the
pandemic

- 49% of young
people were
optimistic about
their future

- Optimism was
lowest among those
experiencing job
insecurity, housing
insecurity, or
financial difficulties

- Top political concerns: -
tackling poverty and
social inequality (43%);
climate
change and protecting
the environment (39%),
combating -
unemployment or lack

combating

and

of jobs (37%)

Trust in the EU was
higher than trust in
government, and
also higher than
older people’s trust
in the EU

Trust in the EU
improved in summer
2020 and declined in
spring 2021,
however the level of
trust remained
higher than spring
2020 levels

Women reported
more trust in
government than
men did

Those with higher
education reported
greater trust in
government

53% reported having
little if any voice in
decisions affecting
their local area,
increasing to 70%
for the EU

62% generally in
favour of the EU -
including 34%
dissatisfied and 28%
satisfied

219% rather sceptical
of the EU
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CHAPTER 3

1. INTRODUCTION (°®)

The COVID-19 crisis highlighted the pre-existing
challenges faced by young people in the labour
market. Young people were one of the groups most
strongly affected by job loss during the pandemic,
chiefly because they tended to have more fixed-term
contracts than the average workforce and were
concentrated in sectors that were badly affected by
the crisis. Young people transitioning from education to
the labour market faced additional difficulties in
finding their first job, while the long-term trend of
declining numbers of young NEETs reversed. However,
labour market shortages have already been noted in
the post-COVID-19 recovery, with further shortages
expected to emerge in the context of the green and
digital transitions, offering more opportunities for
young people. Young working-age people need access
to good quality jobs that fully develop their
productivity while helping to meet the growing demand
for labour and skills. Only then can the recovery and
the green and digital transitions result in a sustainable
and fair future for all.

There is a growing need to provide an adequate
framework for changing labour market realities
and ensuring that social protection systems
remain fit for purpose in the face of new
challenges. The ESDE report in 2017 provided
insights into intergenerational fairness in the context
of the challenges faced by younger generations in the
labour market, and their social implications. (°”) The

(%) This chapter was written by Jakub Caisl, Gabor Katay, Giuseppe

Piroli and Joe Rieff, with contributions from the JRC.

The 2017 ESDE report discusses parenthood, access to housing,
wealth accumulation and the acquisition of pension
entitlements, among other things.

*
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analysis showed that such phenomena are likely to be
persistent, as they stem from structural changes such
as new skills requirements and ever-faster
technological change.

This chapter presents evidence on how young
workers are faring in the labour market in the
aftermath of the COVID-19 crisis. It analyses the
determinants of the probability of being NEET, looks at
the impacts of recessions on labour market outcomes
for young people, examines the composition of the
young workforce, and describes the extent to which
young workers are prepared for the digital transition.
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2. NEETS: STRUCTURAL DRIVERS AND
CHALLENGES

The shocks experienced by Member States’
economies in recent years have had a major
impact on students and young workers. The youth
unemployment rate in the EU-27 rose by more than
1pp in 2020. For fully employed young people (age
14-29), the probability of remaining in full
employment dropped by 13 pp in Q2 2020 compared
to Q2 2019. (*®) Given their importance in the current
and future labour market the integration of young
people remains an important research topic for both
scholars and policy-makers. The literature suggests
that those with a good education are better equipped
to deal with the transition from education to work, and
generally have a higher chance of succeeding in the
labour market, particularly during times of economic
turbulence and shock. (°*°) Several analyses found that
education and training influence certain aspects of
labour market performance, including wages, time to
first stable job, productivity, type of work, and other
outcomes. (1)

The NEET rate is increasingly used to represent
the labour market integration of young
people (°!) and as a reference indicator for
several policy initiatives, such as the Reinforced
Youth Guarantee (°°) and the SDGs. (1) NEETs
are young people who are not accumulating human
capital through any formal channels. (1°4) According to
Eurofound, the NEET concept aims to gain a better
understanding of the vulnerable status of young
people and to facilitate monitoring of their access to
the labour market. (1%) Linked to the risk of a ‘lost
generation’, it allows analysis of the complex nature of
disadvantage in vyouth, suggesting a different
approach to better qualify labour market vulnerability
among young people. (1) In 2017, the Council of the
European Union underlined that NEETs are a
heterogeneous group with diverse needs and that
effective outreach requires strong and persistent
efforts on the part of national authorities, as well as
cross-sectoral  cooperation. (}**7) The  European
Parliament subsequently welcomed the 2020
Reinforced Youth Guarantee as a means of

(%) ESDE Quarterly Review, December 2021 (European
Commission, 2021a).

(%) ESDE Quarterly Review, December 2021 (European
Commission, 2021a); and ESDE Annual Review 2021 (European
Commission, 2021b).

(%99) lonescu and Cuza (2012) provide an analysis at macro level;
see also ESDE (2018), Chapters 2 and 3.

Orfao et al. (2021).

101

102) Reinforced Youth Guarantee available here.

(*>h)

(%)

(*°°) The NEET rate is the target indicator for SDG 8.2.
(1%%) Eurofound (2012).
(*%)
(%)
(**)

103

105) Eurofound summary of NEET concept available here.

Mascherini (2020).

Council Conclusions on the European Court of Auditors' Special
Report No 5/2017, “Youth unemployment - have EU policies
made a difference? An assessment of the Youth Guarantee and
the Youth Employment Initiative’, available here.
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implementing a more individualised and targeted
approach to both temporary and longer-term
NEETSs. (108)

Young people’s participation in education
increased over the last 10 years. Between 2011
and 2020, the proportion of employed 15-29-year-
olds involved in education or training in the EU-27
increased from 11.9% to 13.5%, while NEETs fell by
almost 3 pp (to 12.6%) in 2019, just before the
outbreak of COVID-19 (Chart 3.1).

Chart 3.1
Young people are more involved in education
Participation rate (%) of 15-29-year-olds in education and training, EU-27, 2011-2020

100%

80%

W NEET
70% O Full-time education
60% O Employment, no education or training

W Employed, in education or training

50%
- OO

40%
30%
20%
0%

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: Eurostat, EU-LFS [edat_lfse_18].
Click here to download chart.

The increase in educational activity is an important
trend. In fact, own education level (together with other
factors) strongly influences the probability of a young
person being a NEET. The effects of individual,
household and context characteristics on such
probability are analysed through a probit model (Chart
3.2). (1) A first regression assesses the impact of
personal characteristics (gender, own education (11°))
and social context (level of criminality in the area,
density of urbanisation), while a second regression
introduces parental background. Comparing the two
estimates offers an insight into the impact of parental
background, in particular.

(%) European Parliament Resolution of 8 October 2020 on the
Youth Guarantee, 2020/2764(RSP).

Information on parental background in the EU-27 is available
for people aged 25-29 in EU-SILC ad hoc modules on
‘Intergenerational transmission of disadvantages, household
composition and evolution of income’ (2019) and
‘Intergenerational transmission of disadvantages’ (2011).

(109

(110

Three different levels of formal education (achieved level) are
defined on the basis of the International Standard
Classification of Education (ISCED) system: i) pre-primary,
primary and lower secondary (ISCED 0-2); ii) upper secondary
and post-secondary non-tertiary (ISCED 3-4) and iii) tertiary
(ISCED 5-8).


https://ec.europa.eu/social/main.jsp?catId=1079&langId=en
https://data.consilium.europa.eu/doc/document/ST-10379-2017-INIT/en/pdf
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.1.xls
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html

Chart 3.2
Individual and household characteristics as key NEET

factors
Factors connected to the probability of being a NEET, age 25-29 (pp), 2011, 2019

High occupation parent —
Middle occupation parent -
Tertiary educ parent —_—
Secondary educ parent L
Woman _
Densely populated area ‘
Intermediate-populated are |
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Crime area -
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M parents Mcore

Note:  Marginal effects (in pp) of probit regression with respect to the missing outcome

of the variables. Model includes age and country dummies.
Source: DG EMPL estimates based on EU-SILC micro data, 2011 and 2019 UDB.
Click here to download chart.

The core model (blue bars in Chart 3.2) confirms
that young people with a lower education level
are at greater risk of becoming trapped outside
the labour market and education system. At the
EU level, the probability of young people aged 25-29
becoming NEETs is approximately 19 pp lower for
those in secondary education and 28 pp lower for
those in tertiary education. (}!') Furthermore, living in
areas with high crime rates increases the likelihood of
being a NEET by 3 pp. ().

Taking socioeconomic background into account
reduces the impact of personal education. This is
evident from the second model, ‘parents’ vs ‘core’ (red
bars in Chart 3.2), although the magnitude of that
impact varies by country. The coefficients for own
education decrease by around 20%, while those for
parental education and occupation are highly
significant. (}*) For example, young people with high-
educated parents in high occupations are almost 10 pp
less likely to be NEET. (}'4). Own education remains the
strongest driver, however. The magnitude of the
country-specific impact of socioeconomic background

(*11) Baseline represented by the lower level of education: pre-
primary, primary and lower secondary (ISCED 0-2).

In EU-SILC, respondents assess whether they consider ‘crime,
violence or vandalism’ in the local area to be a problem for the
household (answer: yes/no).

(llZ

(113

Earlier European Commission analysis had already shown the
decisive impact of parental education on an individual’s labour
market performance (ESDE, 2018, Chapter 3). In the context of
having a migration background, it was shown that a person’s
education plays less of a role in their success on the labour
market if they are a migrant from third countries (see ESDE,
2015, p. 174).

Compared to those with low-educated parents in low
occupations.

(114
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is estimated by specific probit models, where the
coefficients of parental occupation and education are
combined into a single overall indicator of
socioeconomic background (Chart 3.3). The impact of
socioeconomic background decreases when moving
from the south to the north of Europe (***) and
southern Member States appear to be characterised by
slow social mobility. The size of the impact ranges
from -29 pp in Bulgaria to almost O pp in countries as
Netherland and Germany.

Chart 3.3
Impact of socioeconomic background varies by Member
State

Country impacts of socioeconomic background, high level vs low level

.0
403 <
B 2029

B 9811 -<-4945

5-<-05

12929
8811

N N

Note:

Marginal effects from probit model.
Source: DG EMPL estimations, based on EU-SILC micro data, 2011 and 2019 UDB.
Click here to download chart.

Over the last two decades, Member States have
encouraged young workers to participate in education
and training. This has not necessarily had a strong
impact on their performance, however, as education
level is only one the drivers reducing the risk of being
a NEET. Other factors such as socioeconomic context
and background also play an important role.

Young workers’ structural disadvantages translate into
higher sensitivity to economic cycles and crises. Due to
their shorter careers and weaker contractual positions,
they are less adaptable to economic shocks than more
experienced workers. The dynamics of previous
recessions are therefore useful to understand labour
market developments for young people during the
COVID-189 crisis.

(*%) Cross-country differences do not preclude the existence of
heterogeneity within countries. In Italy, for example, there is far
more intergenerational income mobility in the north than in the
south (Acciari et al.,, 2019).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.2.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.3.png
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3. YOUNG PEOPLE DURING BUSINESS
CYCLES AND RECESSIONS: THE
COVID-19 GENERATION

3.1. Sensitivity of the youth labour market to
business cycles

Young people are disproportionately affected by
cyclical variations in employment. During
economic downturns, they are more likely to be laid
off. Conversely, when the economy is booming, the
demand for young workers typically increases more

than that for older generations. The empirical
literature  corroborates the view that youth
employment is significantly more sensitive to

fluctuations in economic activity than that of prime-
age workers. For example, there is evidence that
between 1950 and 1976, US teenagers represented
about 9% of the population but accounted for more
than one-quarter of employment fluctuations. (}16)
More recent evidence also shows that both
employment and unemployment are more volatile
among young people than older people. ()

In line with the previous literature, the
econometric analysis presented below suggests
that the cost of business cycle fluctuations in
the EU falls disproportionately on young people.
Employment and unemployment rates for young
people (aged 15-24) are significantly more sensitive to
fluctuations in economic activity compared to the
prime-age group (25-54) (Table 3.1). (*'8) Compared to
the employment rate of prime-age individuals, youth
employment reacts 1.8 to 2.4 times more strongly to
negative or positive shocks to the economy. (}19)
Similar results emerge for unemployment among
young people compared to prime-age workers, where
the elasticity ranges between 2.3 and 2.5. Box 3.1
presents some more technical details.

3.2. Impact of recession on the youth labour
market

Recessions or economic crises have particularly
adverse and long-lasting effects on young
people’s labour market prospects. Being exposed
to a recession and the associated (and often extended)
difficulties in finding a job in their very early career
can affect longer-term labour market prospects. This
‘scarring effect’ is demonstrated in a large number of

(*®) Clark and Summers (1981).
(*17) Alba-Ramirez (1995); Jaimovich and Henry (2009).

(*18) In this section, ‘the group of young people’ refers to those aged
15-24.

For example, the coefficient of ‘prime-age employment rate’ in
the ‘young people’s employment rate’ equation is about 1.8 in
the fixed-effects model and about 2.4 in the OLS equation. This
means that whenever an aggregate shock hits the economy,
young people’s employment reacts between 1.8 and 2.4 times
more than that of prime-age individuals. This corresponds to an
80-140% additional increase/decrease in employment for
young people compared to prime-age workers.

(119
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studies. (*?°) Possible explanations for the scarring
effect include depreciation of human capital, (**!) a
poor match between employers and workers, (322
psychological  discouragement or  habituation
effects, (!2°) or the negative signal of previous
unemployment. (*24)

Recessions have prolonged effects on labour
market outcomes for young people, with
repercussions clearly visible for at least five
years. (}?°) Chart 3.4 shows the reaction of young
people’s labour market performance (activity rate,
employment rate, etc) relative to prime-age
individuals, the latter being represented by the O-line.
Activity rates of young people deteriorate by about
1.5 pp compared to prime-age individuals in the first
three years after a recession, with the labour supply of
young people then starting to slowly recover. (%)
Although the difference between the impacts of
recessions on the activity rates of the two age groups
is not statistically different after six years, full
recovery can last much longer (the predicted impulse
response returns to O only after 12 years (Chart 3.4,
upper left graph). The impulse response for young
people’s employment rate is very similar to that of the
activity rate (Chart 3.4, upper middle graph), while
young people’s unemployment rate (Chart 3.4, top
right graph) peaks two years after the recession
period.

The adjustment following a recession takes
place partly at the intensive margin (hours
worked per worker). As the bottom graphs of Chart
34 show, both (involuntary) part-time employment
and temporary contracts rise especially sharply among
young people in the first three years after an economic
downturn.  Those aged 25-34 are also
disproportionately affected by recession, albeit to a
lesser extent than young people (see Annex 1).

Two years after the start of the COVID-19 crisis,
the impact on young people is broadly consistent
with previous recessions in Europe. As the initial
shock to GDP was particularly large, it is unsurprising
that employment among young people fell even more
in 2020 (first red dot from the left in Chart 3.4(b))
than during the early phases of past recessions (blue
line). At the same time, the loss of employment
opportunities during the pandemic brought a larger
share of young people out of the workforce rather
than into unemployment.

(lZO

See e.g. Brunner and Kuhn (2014); Cockx and Ghirelli (2016);
Arellano-Bover (2020); Fernandez-Kranz and Rodriguez-Planas
(2018).

Becker (1994).

Pissarides (1994).

Clark et al. (2001).

Lockwood (1991).

For a detailed description of the estimation method used in this
section, see Annex 1 ‘Local projections to estimate the impact
of recession on labour market outcomes for young people’.

(1%%) Recessions are defined as negative yearly GDP growth (data
from the OECD).



Table 3.1
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Regression analyses of employment and unemployment among young people and prime-age individuals

Young people are significantly more exposed to fluctuations in economic activity

Levels (fixed-effects model)

Differences (OLS)

Young people’s
employment rate

Young people’s (1 -
unemployment rate)

Young people’s (1 -
unemployment rate)

Young people’s
employment rate

X 1.769*** 2.362***
Prime-age employment rate
(0.090) (0.097)
X 2.291* 2.532™*
Prime-age (1 - unemployment rate)
(0.035) (0.049)
Observations 957 957 957 957

Note:

The table presents the regression results of the logarithm of young people’s (15-24) employment rate (first and third columns) and the logarithm of (1-unemployment rate)

(second and fourth columns) on the same statistics for prime-age individuals (25-54). The first two columns present the results from the fixed-effects model, while the last two
columns show the results from the OLS model on differences. Additional controls include the ratio of young people to the prime-age population, as well as quadratic (fixed-effects

model) or linear (OLS in differences) trends.
Source: DG EMPL calculations based on OECD data.
Click here to download table

Box 3.1: Employment and unemployment variation among young people over the business
cycle

The empirical model used here is similar to that of Alba-Ramirez (1995). It uses annual labour force statistics
collected by the OECD for all EU Member States, disaggregated by age group. Data cover the years 1961-2021, with
the start date varying by country. Data for 2021 are taken from Eurostat.

Using country fixed-effects models, the logarithm of young people’s (15-24) employment rate and the logarithm of
(1 - unemployment rate) are regressed on the same statistics for prime-age individuals (25-54). The comparison
statistics for prime-age individuals are used as a proxy for demand fluctuations. To control for the labour supply of
young people relative to prime-age individuals, the regressions include the ratio of young people to the prime-age
population as a control variable. (*) Finally, quadratic trends are also included in the regressions to control for
differences between generations in structural, social and other trended variables omitted from the equations,. An
alternative specification is presented in the last two columns of Table 3.1, where the first difference of all variables
is considered and an OLS regression is performed. In this alternative specification, the quadratic term of the trend is

excluded from the regressions.

@

and unemployment.

See e.g. Korenman and Neumark (2000) for an empirical study on the impact of relative demographic shocks on employment

Deeper and longer recessions naturally place a
higher burden on young people than milder and
shorter recessions. For each of the labour market
indicators, the bottom graphs reveal that deeper
recessions have a greater impact on young people
relative to other age groups than mild recessions
(graphs c vs d in the first rows of Chart 3.5, Chart 3.6
and Chart 3.7). Similarly, longer recessions have a
stronger adverse effect on young people than on
prime-age individuals (graphs a vs b in the first rows
of the same charts).

Mild and long recessions have a more dramatic
impact on young workers than deep and short
recessions (graphs g and h in Chart 3.5, Chart 3.6 and
Chart 3.7). This suggests that the length of the crisis
matters more than the size of the GDP loss. In fact,
the adverse effect of deep and short recessions on
young people is detectable only in respect of
unemployment rates. Even for unemployment, results
confirm the larger impact of mild and long recessions
compared to deep and short recessions. In the former,
the unemployment rate of young people relative to the
prime-age group peaks at 4.78 pp three years after
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the recession, while in the latter, it peaks at 3.79 pp in
the year following the recession.

The  historically deep COVID-19 recession
appears to have been followed by rapid recovery
in most Member States. Despite ongoing uncertainty
surrounding the economic outlook - future economic
conditions are closely tied to the pandemic trajectory
and recent geopolitical upheaval — most (if not all)
leading economic institutions expect the global
economy to keep expanding in the coming years. The
path of economic activity during and after the COVID-
19 crisis is therefore closest to the deep and short
recession scenario.

The longer the current subdued economic
conditions last, the more severe their impact on
young people’s labour market prospects.
Tentative lessons from past recessions suggest that
the gap between young people’s and prime-age
workers’ labour market dynamics will continue to
narrow and eventually disappear in the medium term.
However, should the crisis persist for longer than
expected labour market conditions for young people


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Table-3.1.xlsx
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Chart 3.4

Impact of recession on labour market outcomes of young people (aged 15-24)
Evolution (impulse response) of six relative labour market indicators, starting from the period of recession (point O on the X-axis) and continuing up to 15 years after the recession (final

point on the X-axis)
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(d) share of part-time workers

(e) share of involuntary part-time workers

Impact of previous recessions

® Impact of COVID

Note:

(f) share of temporary workers

Blue lines show how the selected labour market statistics for young people evolve relative to the same indicator for prime-age individuals. For example, the upper-left graph

reveals that one year after an average recession in the EU, young people’s labour force participation decreases 1 pp more than that of prime-age people. The light blue bands
around the estimated impulse responses represent the corresponding 95% confidence intervals. The red dots and surrounding bars show the same impulse responses and
confidence intervals as before, but evaluated specifically for the COVID-19 crisis. The graphs thus allow a direct comparison of the impact of the current crisis with that of previous
recessions. The lack of sufficient data for the period during and following the COVID-19 crisis hinders a precise estimate of the impact of the crisis on young people and the

estimated impact should therefore be interpreted with extreme caution.
Source: DG EMPL estimates based on OECD data.
Click here to download chart.

Chart 35
Activity rate, by length and depth of recession

Estimated impulse responses of young people’s activity rate compared to prime-age individuals, across recession types
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(e) Mild and short recession (f) Deep and long recession (g) Mild and long recession (h) Deep and short recession
Impact of previous recessions (subsample) ® Impact of COVID
Note:  Impulse responses shown separately for short recessions (only one year, about 25% of recessions in the sample); long recessions (more than two years, about 25% of the sample);

mild recessions (maximum loss in GDP is below the first quartile); and deep recession (maximum loss in GDP is above the third quartile). The bottom graphs in each chart assess
the heterogeneity of the impulse responses according to combined recession criteria: i) mild and short; ii) deep and long; iii) mild and long; and iv) deep and short.

Source: DG EMPL estimates based on OECD data.
Click here to download chart.

entering the labour market during or shortly after the
economic downturn may remain subdued for a far
longer period. Youth-related policies will then play a
strategic role in the medium-long term.
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Chart 3.6
Employment rate, by length and depth of recession
Estimated impulse responses of young people’s employment rate compared to prime-age individuals, across recession types
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Note:  Impulse responses shown separately for short recessions (only one year, about 25% of recessions in the sample); long recessions (more than two years, about 25% of the sample);
mild recessions (maximum loss in GDP is below the first quartile); and deep recession (maximum loss in GDP is above the third quartile). The bottom graphs in each chart assess
the heterogeneity of the impulse responses according to combined recession criteria: i) mild and short; ii) deep and long; iii) mild and long; and iv) deep and short.

Source: DG EMPL estimates, based on OECD data.
Click here to download chart.

Chart 3.7
Unemployment rate, by length and depth of recession
Estimated impulse responses of young people’s unemployment rate compared to prime-age individuals, across recession types
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Impact of previous recessions (subsample) @ Impact of COVID

Note:  Impulse responses shown separately for short recessions (only one year, about 25% of recessions in the sample); long recessions (more than two years, about 25% of the sample);
mild recessions (maximum loss in GDP is below the first quartile); and deep recession (maximum loss in GDP is above the third quartile). The bottom graphs in each chart assess
the heterogeneity of the impulse responses according to combined recession criteria: i) mild and short; ii) deep and long; iii) mild and long; and iv) deep and short.

Source: DG EMPL estimates, based on OECD data.
Click here to download chart.
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4. POLICIES SUPPORTING YOUNG
PEOPLE: THE RECOVERY AND
RESILIENCE FACILITY (1%7)

Government measures to stop the spread of
COVID-19 in Europe in early 2020 generated a
slowdown in economic activity, with associated
effects on the labour market. Young people were
impacted most severely, as relatively large proportions
of workers in this age group had low to medium skills
and were employed on temporary or part-time
contracts. The maps in Chart 3.8 and Chart 3.9 show
data on youth unemployment and NEETs in 2020, with
many European regions exhibiting substantially high
rates. Using data from the Recovery and Resilience
Plans (RRP) on policy measures carried out in the
context of the COVID-19 crisis, the RHOMOLO Spatial
Dynamic General Equilibrium model was used to
assess the potential macroeconomic impact of youth-
related measures included in the Recovery and
Resilience Facility (RRF).

Chart 3.8

Distribution of youth unemployment rates across EU
regions

Youth unemployment rates - NUTS-2 (2020, 15-29 years old)

[7‘ 8 Canarias (ES) Guadeloupe (FR) Martinique (FR)
- «
[]68-<10 3 4
[ 10-<138 '.'. f S
138-<17 ' =, P
I 17-<28 0 100 0 20 0 2
-2 Guyane (FR) | [Réunion (FR) | Mayotte (FR)
[ Data not available E
3‘
— =
02 o0
Maita Agores (PT)
= ol ™
L Y s
- -~ o
1) 0 %
Madeira (PT) Liechtenstein
\\
(;_;ﬂ 05
~ L

Source: Eurostat (LFST_R_LFU3RT).
Click here to download chart.

(*27) This section is provided by the European Commission’s Joint
Research Centre (JRC), Knowledge for Finance, Innovation and
Growth Unit - Territorial Data Analysis and Modelling (TEDAM)
team, on the basis of Lazarou et al. (forthcoming).
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Chart 3.9

Distribution of NEET rates across EU regions
NEET rates - NUTS-2 (2020, 15-29 years old)
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Source: Eurostat (EDAT_LFSE_22).
Click here to download chart.

The RRF was adopted at the beginning of 2021 (*?8) as
part of NextGeneration EU. It sought to support the
post-COVID-19 crisis recovery and to improve Member
States’ resilience to crises in general. Funds under the
RRF (EUR 723.8 billion) assumed the form of grants
(EUR 338 billion) and/or loans (EUR 385.8 billion). The
maximum grant allocation to each Member State was
based on their unemployment rate, inverse GDP per
capita, and population. To access RRF funds, Member
States were required to submit an RRP, which
describes the actions (investments and reforms) to be
funded.

The RRF youth-related measures were identified via
text analysis, combining information from different
official sources. (**°) For modelling purposes, the
measures were re-classified according to three
categories:

Education and training: Expenditure related to
improving the functioning of schools and
universities, modernising education programmes,
scholarships for education access, actions to raise
school attendance, and improving learning.

Employment support to job creation: Grants to
companies, public administrations’ hiring
unemployed people or PhDs, young people, PhD
career opportunities, scholarships and fellowships
for researchers, grants to companies.

(*2%) Regulation (EU) 2021/241 of the European Parliament and of
the Council of 12 February 2021 establishing the Recovery and
Resilience Facility.

The definition of youth-related measures is based on
Commission Delegated Regulation (EU) 2021/2105,
complemented by further text mining of official documents
(staff working documents, Council implementing decisions and
their annexes, RRPs, and the RRF Scoreboard) in order to
distinguish measures dedicated to young people from those
targeting children within the tagging ‘children & youth’ in the
FENIX dashboard (DG ECFIN).

(129


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.8.png
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¢ Education infrastructure
Expenditure for renovation or construction of
buildings and/or equipment associated with
schools, education or vocational education and
training (VET) infrastructure, expenditure for
student housing or accommaodation, renovation and
construction.

and equipment:

Youth-related actions were identified in 20 of
the 22 RRPs analysed (except Denmark and
Luxembourg). There was strong heterogeneity in the
share of vyouth-related measures over the total
estimated cost of the RRPs (Chart 3.10) and in the
typologies of measures selected by Member States in
their plans (Chart 3.11). For example, France and Malta
registered the highest share of estimated costs for
youth-related measures in their RRPs, with Estonia and
Finland reporting the lowest shares.

Chart 3.10
Intensity of RRPs’ youth-related actions varies across

Member States
Youth-related measures, % of RRP
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Source: JRC TEDAM calculations.
Click here to download chart.

Chart 3.11
Mix of measures’ categories varies across Member
States

Youth-related measures categories
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Note:  Classifications adopted for RHOMOLO modelling purposes.
Source: JRC TEDAM calculations.
Click here to download chart.

Southern and eastern Member States reported
the highest proportion of youth-related
measures associated with tangible investments

69

Chapter 3: Young people and the labour market: new and persisting challenges

(education infrastructure and equipment).
Lithuania expects to concentrate much of its support in
education and training, while Germany, Estonia and
France plan to focus on job creation. Chart 3.12
illustrates an indicative regional allocation of youth-
related RRF measures as a share of regional GDP.
Although the RRPs are national plans and contain little
information on the regional allocation of funds, the
analysis considers the distribution of the funds
proportional to the regional population.
Countries/regions with higher unemployment rates
among young people are expected to receive higher
amounts of funding (Chart 3.13). Southern Italian
regions rank at the top of fund distribution, followed
by Romanian, Portuguese, Greek and southern Spanish
regions. The RHOMOLO model simulates the potential
effects on GDP and employment in the EU regions for
2026 (Chart 3.14 and Chart 3.15).

Chart 3.12

Eastern and southern regions allocate large resources
through RRF youth-related measures

RRF youth-related measures as % of regional GDP, 2021-2026

AP

0.4% _ 05%

Source: JRC TEDAM calculations.
Click here to download chart.
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Chart 3.13
Higher RRF youth-related investment is associated with
higher youth unemployment rates

Relationship between potential regional allocation of RRF youth-related investments and
youth unemployment rate
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Note:  Values of unemployment refer to 2019.
Source: JRC TEDAM calculations, based on Map A data and Eurostat [Ifst_r_Lfu3rt].
Click here to download chart.

On average, by 2026, youth-related RRF
measures have the potential to increase regional
GDP and employment by more than 0.6% and
0.1%, respectively. At the same time, in Portugal,
Romania and certain southern Italian regions, the GDP
and employment impact could reach 0.9% and 0.5%,
respectively. Sizeable increases — in the order of 0.3%
in terms of both GDP and employment — could be
observed in Croatia, Cyprus, Greece, southern Spain
(Andalucia, Extremadura) and eastern Slovakia. The
effects mirror the indicative regional allocation of
funds and support the regions most in need of positive
labour market outcomes for young people. There is a
0.40 and 0.50 correlation, respectively, between 2026
GDP and employment impacts and the vyouth
unemployment rate (Chart 3.16 and Chart 3.17).
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Chart 3.14
Major GDP impact of RRPs expected in eastern and

southern regions
GDP impact of youth-related RRF measures in 2026
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Source: JRC TEDAM RHOMOLO simulations.
Click here to download chart.
Chart 3.15
RRPs will support employment in Eastern and Southern
regions
Employment impact of youth-related RRF measures in 2026
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Source: JRC TEDAM RHOMOLO simulations.
Click here to download chart.
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Chart 3.16
Correlation of 0.4 between 2026 GDP and employment

impacts
Relationship between estimated RRF GDP effect and youth unemployment rate

Corr: 0.3981
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Note:  Values of unemployment refer to 2019.
Source: JRC TEDAM calculations, based on Chart 3.14 data and Eurostat [Ifst_r_lfu3rt].
Click here to download chart.

Chart 3.17
Correlation of 0.5 between 2026 GDP and youth

unemployment rate
Relationship between estimated RRF employment effect and youth unemployment rate
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Note:  Values of unemployment refer to 2019.
Source: JRC TEDAM calculations, based on Chart 3.15 data and Eurostat [Ifst_r_[fu3rt].

Click here to download chart.

5. OCCUPATIONAL PROFILES AND
WORKING CONDITIONS OF YOUNG
WORKERS (%30)

The impact of the COVID-19 crisis on the labour
market varied considerably across age groups
and occupations. (1*!) After the widespread drop in
employment in 2020, a clear recovery in employment
levels in 26 Member States (**2) in 2021 was found for
only a few occupational groups, defined at

(*3°) This section was written by Sara Flisi and Giulia Santangelo
(JRC).

The range 20-64 years is used in order to follow the
employment rate headline target of the Europe 2020 Strategy,
while the range for young workers (20-34) is chosen to include
tertiary graduates.

Changes in the design scheme in 2020 created a break in time
series for Germany’s EU-LFS data. As a result, the EU-LFS 2020
EU-27 average is unreliable when disaggregated data are
presented, and the average for 26 Member States (excluding
Germany) is used for the analysis here.

(131

(132
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International Standard Classification of Occupations
(ISCO) 1-digit level. Chart 3.18 shows that
professionals saw an increase of around 9% between
2019 and 2021, far higher than in 2019-2020. In
2021, employment as clerical support workers
increased by 3.8% in Q2 and 6.1% in Q4 compared to
the same quarters in 2019, recovering from a small
reduction in 2020. There was also a small increase for
managers in Q4. (***) For the other groups,
employment in 2021 remained below pre-crisis levels,
most notably in blue-collar occupations.

In many occupations, younger workers were
disproportionally affected by employment drops.
For service and sales workers, the highest reductions
in employment in 2020 and in 2021 were found
among young people, especially in Q2 2021 (-12.6%)
(Chart 3.18). Among blue-collar workers (ISCO
occupational groups 6-9), the decline in employment
between 2019 and 2021 was higher for those aged
20-34 for craft and related trades workers, as well as
plant and machine operators, and assemblers. Prime-
age workers registered the sharpest drop in
elementary occupations, at -9.2% in Q2 2021
compared to Q2 2019, double the decline experienced
by younger people.

For some occupations, the impact of the crisis on
employment depends on job characteristics. The
ESDE report in 2021 showed that three main
characteristics of jobs were relevant to identify those
at higher risk of disruption during the COVID-19
pandemic: 1) whether occupations are critical (*>%) vs
non-critical, 2) their level of technical teleworkability,
and 3) the level of social interaction (**°) required.
These characteristics were analysed through indices
built for detailed occupational groups (ISCO 3-digit
level). The remainder of this section shows changes in
employment between 2019 and 2020 - in line with
the analysis presented in the ESDE report in 2021 - as
well as between 2019 and 2021, for both Q2 and Q4
of each year, for the eight categories identified on the
basis of the classification described in Annex 2. (+*)

Before the COVID-19 pandemic, young workers
were more concentrated in non-critical jobs than

(*3%) As Q2 2020 was the most severely hit by the pandemic, the
analysis presents data on employment changes between Q2
2019, 2020 and 2021 so as to show both the immediate
impact from Q2 2019 to Q2 2020, and the possible recovery
from the initial losses that took place in 2021, comparing Q2
2019 with Q2 2021. The analysis includes data on the changes
between the respective Q4s, as Q4 2021 is the most recent
quarter for which data are available. Q2 values are shown in
orange, while Q4 values are shown in blue. For both quarters,
light colours indicate the changes over the period 2019-2020,
while darker colours refer to the longer period 2015-2021.
Critical occupations are those performing the delivery of
essential services, such as health services or services related to
the supply of food.

See Annex 2 ‘Methodology for the analysis by categorisation of
workers’.

(134

(135

(**®) See European Commission (2021c) for an analysis of the
evolution of employment in occupations with different degrees
of contact intensity and teleworkability, using an alternative

classification of jobs.
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Chart 3.18

Few occupational groups showed signs of recovery in 2021
Employment growth, by age and occupational group, Q2/Q4 2020 and 2021 compared to Q2/Q4 2019, all EU Member States excluding Germany

1 Managers

2 Professionals

3 Technicians and associate
professionals

4 Clerical support workers

3
5 Service and sales workers

forestry and fishery workers

7 Craft and related trades
workers

8 Plant and machine operators,
and assemblers

9 Elementary occupations

|
|
|
|
= :
|
|
|

|
|
|
}
‘ 6 Skilled agricultural,
|
|
[
|

Total [

GION) IR IR CNLONY IR CNGONY IORY CNOONY UIGORY CNLON)
Qe QWD GID IChE CINE IO (IGIE NINE TIgKD: g
ANW DN DNW DO ANW DA® HNw D DN D
ARR BRR BARR BAR BARX BRR BARR BBAR BARBR BAR

-20% -15% -10%

ol 8 |

5% 5% 10%

Percentage change in employment EU-26

Note:

19vs20,Q2 ® 19vs21, Q2
19vs20,Q4 ® 19vs21, Q4

Critical occupations identified based on the categorisation provided by the European Commission’s 2020 Communication on guidelines concerning the exercise of the free

movement of workers during the COVID-19 outbreak. Data refer to the age group 20-64. Armed forces are not taken into account in the analysis. Excludes Germany due to a break

in time series.

Source:
(2022), and indices produced in Sostero et al. (2020).

Click here to download chart.

older workers. In 2019, an average 40% of workers
aged 20-34 were in critical occupations, while those
aged 55-64 were almost equally distributed between
critical  (47%) and non-critical (53%) jobs. The
distribution of jobs by level of teleworkability and
social interaction was broadly similar across age
groups. (*¥7)

The employment trends registered between 2019
and 2020 continued in 2021, with more
favourable trends evident in teleworkable
occupations. Teleworkable jobs in critical occupations
even increased, especially those requiring limited
social interaction. This pattern continued in 2021, with
employment in this latter category increasing by
around 20% compared to pre-pandemic levels. This
growth was driven by a surge in the number of
information and communications technology (ICT)
professionals (software and applications developers
and analysts, database and network professionals)
engaging in occupations that were not only able to
continue operating throughout containment measures,
but were likely in high demand to facilitate increased
telework during the pandemic. By contrast, job losses
in 2020 were mostly concentrated in non-critical jobs,
especially those that were not teleworkable and that
required high social interaction (e.g. waiters and
bartenders). This category saw a further drop in 2021.
Among non-teleworkable jobs, critical jobs requiring
low social interaction also saw a sharper fall in 2021

(**7) Prime-age workers were between the other two groups, with
42% of individuals in critical jobs.
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Calculations by the European Commission’s Joint Research Centre, based on a Eurostat special extraction on EU-LFS data, the classification presented in Flisi and Santangelo

than in 2020, reaching as low as -7% in Q2 2021,
compared to Q2 2019.

The younger age group again showed the
strongest decreases in employment in the most
severely hit categories. Chart 3.19 shows that
among non-critical, non-teleworkable jobs requiring
high social interaction, the highest drop in employment
was registered among those aged 20-34. This group
reached a -16.4% employment level in Q2 2021,
compared to Q2 2019 (with a 9% drop among prime-
age workers, and 3.6% among older workers). That
drop was still evident in Q4 2021, with a -14.1%
reduction compared to Q4 2019 for the younger group,
as opposed to -6.4 and -2.5% for prime-age and older
workers, respectively. For critical, non-teleworkable
jobs requiring low social interaction, the negative
employment changes in 2021 affected both young
workers and prime-age workers, with a slightly higher
decrease for those aged 35-54 (close to 8%) in both
Q2 and Q4, compared to 2019. Older workers also
showed a reduction, albeit not as significant as the
other groups.

Among the categories of jobs that saw an
increase in employment, young workers often
registered the lowest growth. Between 2019 and
2021, critical teleworkable jobs requiring low social
interaction saw an increase of over 30% in Q2 and Q4
for older workers, and an increase of around 20% for
prime-age workers, compared to a far lower increase
for young workers (12.6% in Q2 and 18.1% in Q4).
Employment in non-critical jobs in the same category
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Younger age groups showed the strongest decreases in employment in the most severely hit categories in 2021
Employment growth, by age and occupational category, Q2/Q4 2020 and 2021 compared to Q2/Q4 2015, all EU Member States excluding Germany
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was around 10% higher in 2021 than in 2019 among
older workers, while that increase was between 3%
(Q2) and 5% (Q4) in the younger age group.

Young people experienced no particular
advantage as a result of the widespread use of
teleworking, despite their typically high digital
skills. This reflects the typology of their jobs and
contracts and the intrinsic characteristics of the labour
market (which penalises young people during negative
fluctuations), as well as the fact that teleworking does
not require advanced digital skills. At the same time,
the process of digitalisation is deeply affecting society
and the economy and requiring a careful look at the
evolution of employment in terms of the necessary
digital skills.

6. DIGITAL SKILLS OF YOUNG WOMEN
AND MEN AT WORK

Digitalisation has rapidly changed the world of
work in recent years, (*®) necessitating a careful
look at the evolution digital skills of workers.
Certain occupations have become largely obsolete
through automation (e.g. much of assembly line work),
others have seen their nature, organisation and
content transformed (e.g. bank tellers), and entirely
new jobs have been created (e.g. artificial intelligence
(Al) programmers, Airbnb hosts). (}*°) While the exact

(**®) ESDE (2018).

(*3%) Eurofound (2021); OECD (2019); European Commission
(2019a).
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balance between job creation and job destruction
continues to generate much discussion, it is clear that
digital technologies are increasingly used in most
occupations, creating growing demand for a range of
digital skills. (*4°)

As digitalisation progresses, basic digital skills
are becoming an everyday necessity within and
outside the workplace. This is reflected in the
European Commission’s aim to ensure that 70% of
adults have basic digital skills by 2025 (***) and 80%
by 2030. (**?) The process of digitalisation sped up
during the COVID-19 pandemic, with rapid adoption of
new digital solutions to organise work, leading to a
momentous shift in where and how people work. (}43)
In 2022, the European Parliament invited the
Commission and the Member States to consider
developing permanent, certified, free access for young
people to online and offline courses for digital skills
and literacy in all EU languages. (1*4)

There is growing evidence that digitalisation
may polarise the EU labour market and widen
existing inequalities. (\**) Digitalisation fosters
demand for high-skilled workers, especially those

140

JRC (2019).

1) Target set by the Skills Agenda for Europe, available here.

142) European Pillar of Social Rights action plan, available here.

Eurofound (2021).

European Parliament Resolution of 17 February 2022 on
empowering European youth: post-pandemic employment and
social recovery (2021/2952(RSP)), p. 12, available here.

For example, Eurofound (2021a).
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Box 3.2: Digital skills intensity index

The digital skills intensity index is a useful measure of work digitalisation at occupational level. It
measures the average share of all necessary digital work-related skills for each occupational group at ISCO 3-digit
level (e.g. if an occupation has 10 necessary skills and one of those skills is digital, the value of the index is 0.1). It
was constructed by mapping digital skills identified from the European Skills/Competences, Qualifications and
Occupations (ESCO) and Digital Competence (DigComp) frameworks for each of the ISCO 4-digit level occupational
groups. (*) Weighted averages across ISCO 4-digit level occupational groups were then used to arrive at an index
value at ISCO 3-digit level (the most detailed level available in EU-LFS micro data). Weights of the 4-digit level
occupational groups were set equal to the number of people employed in each of these groups at national level,
obtained from special EU-LFS data extraction provided by Eurostat. This means that values of the digital skills
intensity index are country-specific at ISCO 3-digit level, reflecting national differences in representation of ISCO 4-
digit level occupational groups.

The index sheds light on the digital intensity of work, but has several important limitations. It adopts a
rather broad definition of digital skills, including all skills from the DigComp framework and skills linked to working
with computers. While this may overestimate the digital intensity of some occupations, it avoids issues with
selective approaches that rely on arbitrary selection of the skills considered digital. The index is a rather coarse
measure of digital intensity - it does not specify how important digital skills are to overall job performance, for
example, nor how often they are used, nor whether they are basic or advanced. This means that national variations

- for example, in the frequency of use of certain digital skills at work - are not considered by the index.

Q)

More details on the methodology for constructing the digital skills intensity index can be found in Barslund (forthcoming).

equipped with a mix of digital, problem-solving and
socio-emotional skills, a mix that is also linked to
considerable wage premiums. (14¢) The consequences
for low to medium-skilled workers are much more
ambiguous because their work is considered more
likely to be automated or de-skilled in the future,
similar to past developments in mid-skilled jobs such
as assembly, maintenance or monitoring, or mid-level
administrative and service functions. (*#’)

Overall, young workers seem relatively well-
placed to benefit from the digital transition,
compared to older workers. It is usually workers
over 50 years of age who are considered vulnerable to
the risks of digitalisation, given their lower access to,
use of and exposure to digital technologies. (}8)

Young workers are a diverse group, with some
far more likely to benefit from the digital
transition than others. The risks of digitalisation are
usually highlighted for certain groups of vulnerable
workers, including those with lower educational
attainment and those in lower income brackets. (}4°)
Digitalisation may also widen labour market
inequalities between young women and men, (**°) as
young men dominate employment in some of the
best-paid digitally intensive occupations, such as ICT
specialists. (*°1)

JRC (2020); OECD (2019); Grundke et al. (2018).
European Commission (2019b); OECD (2019).

For example, Vasilescu (2020); European Centre for the
Development of Vocational Training (Cedefop) (2016).

For example, Vasilescu (2020); Cruz-Jesus et al. (2016);
Cedefop (2016).

European Institute for Gender Equality (EIGE) (2020).
EIGE (2018); OECD (2017); Matysiak et al. (2021).
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The remainder of this section explores the
diversity in the digital skills intensity of work
among young people, using a newly developed
digital intensity skills index (Box 3.2). It examines
the digital intensity of young people’s work compared
to the rest of the population and explores variations
across different groups of young people.

6.1. Digital intensity of young people’s work
is slightly above average, with
substantial gender and educational
divides

In the EU, the digital intensity of work among
young people (aged 15-29) reaches around
103% of the digital work intensity for the total
working population. (}°2) An average young worker
works in an occupation where around 4.5% of all
necessary skills are digital. This is similar to the digital
intensity for workers aged 30-49 (1059%), but higher
than workers aged 50-64 (about 92%). Young people’s
work is more digitally intensive than that of workers
aged 50+ in 21 Member States. This is in line with
findings from broader literature on the age divide in
digital skills, which show that over-50s tend to access
and use digital technologies less often and also tend
to be less exposed to digital technologies at work. (°3)
The growth in digital intensity of work since 2011 was
slightly higher for workers aged 25-29 (by 119%) than
for older workers (by about 8%).

(**2) However, it is widely recognised that young people in rural and
remote areas experienced particular difficulties during the
pandemic due to the lack of sufficient broadband
infrastructure.

(**3) For example, Vasilescu (2020); Cedefop (2016).
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Higher digital intensity of work for younger workers compared to older workers
Digital skills intensity index (as percentage of the average across 23 Member States (= 100%)), by age group, 2019
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Digital intensity values reported as a percentage of the average across 23 Member States for the whole working population (=100%). It was not possible to calculate the digital

skills intensity index for Bulgaria, Malta, Poland and Slovenia, as EU-LFS micro data do not include ISCO 3-digit codes for these four Member States.

Source: DG EMPL calculations based on EU-LFS micro data, UDB.
Click here to download chart.

There are considerable differences in the digital
intensity of young people’s work across the
Member States. Young workers reach less than 90%
of the EU average digital intensity in Cyprus, Greece
and Romania, compared to more than 120% in
Estonia. In practice, this means that in Greece, around
3.5% of the necessary skills in an average occupation
are digital, compared to 5.5% in Estonia. While Nordic
countries tend to have the highest digital intensity of
work overall, this is largely due to a very high intensity
among workers over 30 years of age. The geographical
variation in digital intensity of work reflects broader
variations in the progress of digitalisation across EU
countries, as illustrated by the Digital Economy and
Society Index (DESI) developed by the European
Commission. (*%)

Work tends to be more digitally intensive for
people with tertiary education, especially among
younger workers. The digital skills intensity index
reaches 150% of the EU average among workers aged
15-29 with tertiary education. By comparison, the
index reaches only around 60% of the EU average for
those without upper secondary education, suggesting
that those with low educational attainment may
struggle with the rising demand for digital skills.
Similar patterns are evident among older workers,
although the digital intensity of work declines with
age, irrespective of level of educational attainment.
These patterns reflect the findings from broader
research, which highlight educational attainment as
one of the key divides in digital skills. (}*°) This is partly
because individuals with tertiary education are usually
better equipped to cope with the complexity of new

(*>* DESI available here.
(*5%) For example, Cruz-Jesus et al. (2016).
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technologies (including digital) and partly because
occupations that require tertiary qualifications are
likely to be more information-intensive and thus to
require more frequent use of digital technologies.

The average digital intensity of work is higher
among young men than young women. The digital
intensity of work among men aged 15-29 reaches
110%, compared to 94% among women in that age
group. These differences vary considerably from
country to country. In Belgium, the Netherlands,
Portugal and Slovakia, young women’s work is much
less digitally intensive than men’s (by more than 30%).
By contrast, in Croatia, Latvia and Romania, young
women’s work is comparably (or somewhat more)
digitally intensive to that of men.

The growth in digital intensity of work since
2011 was stronger for men aged 15-29 than for
women in the same age group, with young men
entering digitally intensive jobs more frequently. If this
trend continues, the gap in digital intensity of work
between young men and young women will widen by
about 1 pp per year.


https://digital-agenda-data.eu/datasets/desi/visualizations
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.20.xlsx
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Chart 3.21
A gender gap is evident in the average digital intensity

of work across all age groups
Digital skills intensity of work in 23 Member States (as percentage of overall cross-

country average), by age group and gender, 2019
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Note:  Digital intensity values reported as a percentage of the average across 23
Member States for the whole working population (= 100%). It was not possible to
calculate the digital skills intensity index for Bulgaria, Malta, Poland and Slovenia,
as EU-LFS micro data do not include ISCO 3-digit codes for these four Member
States.

Source: DG EMPL calculations based on EU-LFS micro data, UDB.
Click here to download chart.

Higher education alone will not reduce the
gender gap in the digital intensity of work. In
fact, the gap tends to be concentrated among men
and women with tertiary education. The digital
intensity of work for men aged 15-29 with tertiary
education reaches more than 190% of the EU average,
compared to only about 120% for women in the same
age group. Higher overall achievement rates of tertiary
education among young women ('°¢) therefore do not
translate into higher digital intensity of work. In fact,
much of the gender gap in digital intensity of work
stems from gender segregation in the EU labour
market, particularly the lower representation of
women in some high-skilled, digitally intensive
occupations in science, technology, engineering, and
mathematics (STEM).

(%) In 2019, 45% of all women aged 25-34 achieved tertiary
education, compared to 34% of men (Eurostat (dataset
edat_lIfse_03)).

Chart 3.22

Young men with tertiary education work in jobs with the
highest digital

Digital skills intensity of work in 23 Member States (as percentage of overall cross-
country average), by age group, educational attainment, and gender, 2019
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Note:  Digital intensity values reported as a percentage of the average across 23
Member States for the whole working population (which equals 100%). It was not
possible to calculate the digital skills intensity index for Bulgaria, Malta, Poland
and Slovenia, as EU-LFS micro data do not include 1SCO 3-digit codes for these
four Member States.

Source: DG EMPL calculations based on EU-LFS micro data, UDB.
Click here to download chart.

6.2. Gender and educational divides in digital
intensity of work linked to participation
in STEM occupations

The digital intensity of work is far higher, on
average, for young workers in STEM than in
other occupations. Work in an average STEM
occupation (**7) is almost four times more digitally
intensive than the average digital intensity of work in
the EU, while the digital intensity of non-STEM
occupations falls somewhat below the average. In
other words, about 17% of necessary skills in an
average STEM occupation are digital, compared to
around 3% in other occupations. The top four most
digitally intensive occupations in the EU are STEM
occupations closely linked to work with ICT
technologies — |ICT operations and user support
technicians, database and network professionals,
software and applications developers/analysts, and
telecoms and broadcasting technicians.

Table 3.2
High proportion of young men and workers with tertiary
qualifications in STEM occupations

Digital intensity and selected worker characteristics for STEM occupations (ISCO codes
21, 25, 31, 35) in 23 Member States, 2019

STEM occupations Non-STEM occupations

All ages 15 to 29 All ages 15to 29
Digital intensity (women) 322 340 81 80
Digital intensity (men) 335 397 68 66
Share of women 21% 26% 49% 48%
Share of high-educated 62% 62% 31% 26%

Note:  Digital intensity values reported as a percentage of the average across 23
Member States for the whole working population (= 100%). The proportion of
women and high-educated workers is calculated as an average across 23
Member States. It was not possible to identify the most digitally intensive jobs for
Bulgaria, Malta, Poland and Slovenia, as EU-LFS micro data do not include I1SCO
3-digit codes for these four Member States.

Source: DG EMPL calculations based on EU-LFS micro data, UDB.

Click here to download table.

Male dominance in STEM occupations is a key
factor in the gender gap in the digital intensity

(**7) Defined as occupations classified under ISCO codes 21, 25, 31,
35.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.21.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.22.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Table-3.2.xlsx

of work among young people. Women aged 15-29
account for around only one in four STEM workers in
this age category, and around one in four workers in
the top four most digitally intensive occupations in the
EU. When focusing on non-STEM occupations, gender
gaps in the digital intensity of work disappear - in fact,
young women’s work tends to be somewhat more
digitally intensive (80% of EU average) than that of
young men (66% of EU average) in non-STEM
occupations. This is linked to a higher proportion of
young women with tertiary qualifications (who tend to
hold more digitally intense jobs) among non-STEM
workers.

Table 3.3
Young men dominate the top four most digitally
intensive occupations

Proportion of women among all young workers in the top 10 most digitally intensive
occupations in 23 Member States

2011

2019  (pp)
2.9

7.8

Occupation
ICT operations and user support technicians
Database and network professionals

Software and applications developers/analysts 3.4
Telecomms and broadcasting technicians -0.6
Librarians, archivists and curators 74% 58% -15.9
Mathematicians, actuaries and statisticians 7.7
Numerical clerks 71% -3.5
Electrotechnology engineers 4.2
ICT service managers -19.2
Keyboard operators 54% 55% 0.8
- Male dominated

Female dominated

Note:  The proportion of women is calculated as an average across 23 Member States. It

was not possible to identify the most digitally intensive jobs for Bulgaria, Malta,
Poland and Slovenia, as EU-LFS micro data do not include ISCO 3-digit codes for
these four Member States.

Source: DG EMPL calculations based on EU-LFS micro data, UDB.
Click here to download table

Underrepresentation of women in STEM
occupations is closely linked to gender
segregation in relevant educational fields. (**%) In
2019, for example, women accounted for about one in
four tertiary education graduates in engineering,
manufacturing and construction, and one in five
graduates in ICT, proportions that have remained
largely unchanged in recent years. (**°) Other factors
also contribute to this underrepresentation, such as
broader gender stereotyping in the labour market, the
gender divide in advanced digital skills, masculine
organisational cultures in some workplaces, and a lack
of work-life balance options and role models in certain
STEM fields. (*60)

Much of the educational divide in the digital
intensity of work of young people is linked to the
participation divide in STEM occupations. Almost
two-thirds of workers aged 15-29 in STEM occupations
hold a tertiary qualification, compared to about one in
four workers in non-STEM occupations. This is in line
with expectations from previous research, which found
that the highest digital intensity of work is most often
found in high-skilled occupations, which require
advanced digital skills, accompanied by good
management, communication, self-organisation,

(*%8) McNally (2020); EIGE (2020).
(**°) Based on Eurostat figures (educ_uoe_grad02).
(*69) EIGE (2020).
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and/or numeracy skills. (1*') The educational divide in
digital intensity of non-STEM work is much smaller
than in employment overall - the digital intensity of
non-STEM work reaches about 90% of the EU average
for young workers with tertiary education, compared to
about 50% for young workers without upper secondary
education.

(*¢1) OECD (2019); OECD (2018); JRC (2020).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Table-3.3.xlsx
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Box 3.3: Young workers in digital labour platforms

In recent years, digital labour platforms (DLPs) have emerged as a new form of coordinating the provision
of labour services, enabled by the latest technological revolution. These DLPs are internet-based
companies that intermediate and organise the work provided by workers or self-employed people to
third-party clients. They share features that are typical of labour market intermediaries, such as
temporary agencies. Unlike temporary agencies, however, DLPs tend to mediate single tasks or services
rather than entire jobs. Importantly, they not only mediate, but actually coordinate, monitor and evaluate
service provision, thereby carrying out functions that are typical of employers. Platform work is still a
small, but significant phenomenon in European markets. According to the JRC 2018 COLLEEM survey,
between 1% and 2% of European workers have platform work as their main source of income. (%)

Chart 1
Digital platform workers, by age and gender, 2018 COLLEEM survey
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Note:  Offline workers are those who do not work on DLPs; Sporadic platform workers are those who rarely work on DLPs; Secondary workers are those who work regularly
on DLPs, but as a source of secondary income; Main workers are those who work regularly on DLPs and for whom they are the main source of income.

Source: Urzi-Brancati et al. (2020).

As the chart shows, young people are much more likely to work on DLPs, and to have DLPs as an important source
of income. According to the COLLEEM survey, the average age of European platform workers was 33.9, compared to
42.6 for the non-platform working population. Platform workers are also much more likely to be male than female.
Among those that have platform work as their main source of income, 37% are young men (compared to 14% for
regular workers). In addition, although the proportion of young women who are mainly platform workers is higher
than in the regular workforce (23% compared to 16%), women are in general much less likely to work through DLPs
than men.

() Urzi-Brancati et al. (2020)

the average trade union density (*%?) was about 42.9%

/. SOCIAL DIALOGUE FOR YOUNG in the EU-15, falling to 31.4% in 2018. Similarly the
WORKERS — SUPPORT FOR THE EU-15 average collective bargaining coverage ('%3)
CHALLENGES AHEAD decreased from 82% in 1995 to 71% in 2018. (%%

; L. . . (1%2) Share of workers who are members of a trade union.
Across the EU, collective bargaining is taking

place in a Changmg socioeconomic context. (*%4) Averages are unweighted averages of trade union density and
Recent decades have seen a continuous decline in the collective bargaining coverage rates, respectively. For reasons

number of workers organised in trade unions. In 1995, of comparability and data availability, averages are based on
the EU-15.

(*63%) Share of workers covered by a collective bargaining agreement.
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Chart 3.23

Trade union coverage is correlated with age
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M Share of employed workers who are trade union members and older than 30 years

M Share of employed workers who are trade union members and younger than 30 years

Note:
Source: European Social Survey 2018.
Click here to download chart.

Reasons underpinning this trend include changing
business models and structural changes. For example,
economic activity declined in sectors in which workers
were  previously  highly unionised, such as
manufacturing. (**°) An increase in the share of
qualified workers, as well as a growing share of fixed-
term contracts, have also contributed to decreasing
collective bargaining coverage. (1)

There are marked differences in trade union
membership between younger (<30 years) and
older (>30 years) workers. Chart 3.23 shows that,
in almost all of the 23 Member States for which data
were available, the share of workers who are members
of a trade union is higher in the >30 age group than in
the <30 age group. Workers under the age of 30 are
only half as likely to join a trade union compared to
workers aged 30+. This finding holds across sectors
and groups with similar educational levels and is
independent of gender or migration background. It is
unlikely that these differences are due to changes in
preferences for trade unions between one generation
and the next. In many Member States, younger
workers tend to be very supportive of collective
bargaining and to have a high degree of trust in trade
unions. (157) Rather, it is likely that other socioeconomic
factors impact young workers’ willingness to join trade
unions.

Despite the marked differences between age
groups in trade union membership, many

(%) Schnabel (2020).
(%) Ellguth and Kohaut (2019).
(*¢7) Cazes et al. (2019).
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Calculations based on European Social Survey 2018, weighted to account for country size, and only including employed workers. Data not available for all Member States.

socioeconomic factors other than age are likely
to have a stronger effect on workers’ decisions
to join trade unions. The growing prevalence of non-
standard work is having an impact on trade union
membership, with the duration of employment
contracts proving particularly significant. Workers with
contracts of unlimited duration are more likely to be
trade union members than those with contracts of
limited duration. Workers with limited duration
contracts have weaker ties to companies and trade
union membership is therefore less beneficial,
reducing their motivation to join. (%) Workers with
secondary or tertiary education are more disposed to
join trade unions than those with lower levels of
education (Chart 3.24). However, the existing literature
is less conclusive on the impact of education. It may
be that the skillsets of highly educated workers place
them in a stronger individual bargaining position with
their employers. (*°) There is also evidence that the
presence of trade unions or company works councils
appears to motivate workers to join trade unions and
to enhance companies’ engagement in collective
bargaining. (}"°) Evidence from Germany suggests that
the presence of a works council within a company
increases the likelihood for company-level and
industry-level agreement by 9 pp. (}”!) The presence of
company-level workers’ representation increases the
likelihood of a worker joining a trade union by up to

Also highlighted by Schnabel (2020).
Ebbinghaus et al. (2011)
Cazes et al. (2020).

Jirjahn (2021) estimates the likelihood of collective bargaining
coverage and employer organisation membership based on a
dataset collected in the research project, ‘Profit Sharing and
Share Ownership of Employees in Germany’.

(
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18%, compared to workers working in companies
without such representation. (*”?)

Chart 3.24

Certain groups are more likely to join a trade union
0dds rates of trade union membership, by education, ISCO, age, gender, migrant
background, employment contract, size of company, company effects

migrant background vs no migrant background NN

tertiary education vs basic or no or limited
education
secondary education vs basic or no or limited
education

contract of unlimited duration vs of limited

. I —
duration or no contract
est. size up to 500+ vs up to 24 r
est. size up to 499 vs up to 24
aged <30vsaged > 30 N
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Note:  Logit regression; reported odds ratios are significant at 5% level. The odds rates

are the ratios of the odds of joining a trade union. Values larger than 1 indicate a
higher likelihood of joining the trade union if a characteristic is given.

Source: DG EMPL calculations based on European Social Survey 2018.
Click here to download chart.

Beyond individual socioeconomic characteristics,
structural changes can explain much of the
changing landscape of national collective
bargaining systems and could be a reason for lower
involvement of young workers in trade unions.
Technological developments and new models of
production and work affect national collective
bargaining systems. Differences in unionisation are
evident across sectors and different age groups, yet
generational change (changes in views and ideological
perceptions across generations) does not appear to
drive the decrease in trade union density. Rather, the
type of employment relationship, company size, and
factors such as company-level workers’ representation
tend to impact trade union membership. In recent
decades, changes in these areas have favoured a
decrease in unionisation. In turn, a lower number of
trade union members at the workplace limits unions’
potential to recruit new members among the next
generation of workers and may have a snowball
effect, further decreasing trade union density. (}3)
Trade union representation at the workplace increases
companies’ engagement with collective bargaining, as
do works councils. That representation is important in
maintaining and increasing sufficient trade union
membership and closing the gap between younger and
older workers.

Company size appears to have a stronger impact
on trade union density and collective bargaining
coverage than the age of the workforce. Workers
employed in larger companies are more likely to join
trade unions than those employed in smaller
establishments (Chart 3.24). A comparison between

(*72) Ebbinghaus et al. (2011) explained trade union membership
based on European Social Survey data from 19 Member States,
using a logit regression. They corrected for several individual
socioeconomic variables, as well as macroeconomic variables.

(*7%) Blanchflower and Bryson (2020).
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small companies (<24 employees), companies with up
to 500 employees, and those with 500+ employees
shows that the likelihood of joining a trade union
increases with size of the company. Company size is
also related to collective bargaining coverage (Chart
3.25). Across the EU, workers in larger companies are
more often covered by collective bargaining
agreements. This difference is particularly pronounced
between companies with fewer than 250 employees
and those with 250+ employees. In smaller companies,
the absence of national or sectoral multi-employer
agreements reduces the likelihood that workers are
covered by a collective agreement, as smaller firms
are less likely to negotiate company-level
agreements. (}’4) Larger companies tend to benefit
most from multi-employer agreements, due to high
transaction cost savings, which may increase their
support for such sectoral agreements. Overall, lower
trade union density among younger cohorts is not
necessarily a generational issue but is linked to other
factors, such as the costs of unionising. In larger
companies, the cost of unionising the workforce may
be comparatively lower, as a larger group of workers is
concentrated in one location.

Company maturity may impact the likelihood of
engagement in collective bargaining. A small
difference in collective bargaining coverage is evident
between longer-standing companies and those
established less than 10 years ago (Chart 3.25).
Recent findings for Germany suggest that newer
companies are less likely to engage in collective
bargaining, perhaps because they need greater
flexibility while organising and setting up their
economic activity and perceive collective bargaining
agreements as limiting their  organisational
flexibility. (}°)

Chart 3.25
Collective bargaining is more likely in larger and more

established companies
Collective bargaining, by number of employees and duration of business
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Note:  Percentages weighted for country size. Differences in means of collective

bargaining coverage by age group are statistically significantly.
Source: DG EMPL calculations based on European Company Survey 2019.
Click here to download chart.

(*74) OECD (2019).
(%) Jirjahn (2021).
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Chart 3.26
Worker representatives use social media to a very

limited extent
Use of social media accounts

Social media accounts dedicated for the
work of the employee representative exist in
a company

If social media accounts exist, employee
representative uses them to communicate
with employees
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Note:  The first question received a total of 3 073 responses. The second question had

556 responses.
Source: DG EMPL calculations based on European Company Survey, 2019.
Click here to download chart.

By adapting new modes of organisation, trade
unions can increase their outreach to new
potential members. Considering that exposure to
trade unionism and collective bargaining has
decreased at the workplace, unions need to make use
of modern and inclusive campaigns, using all channels,
including social media. Trade unions can make use of
dedicated youth representations and committees to
increase their responsiveness to the issues that are
important to young workers. (}76) Evidence from the US
shows that by organising programmes for newly
recruited workers, trade unions can positively affect
workers’ views of unions. (*’7) Workers who had a
positive experience with these types of membership
programmes tended to participate more often in the
work of trade unions. IndustriALL Europe encourages

national trade unions to organise high-quality
orientation programmes and to engage new
employees. (}78)

EU-level social partners have dedicated

campaigns for issues of particular relevance for
young workers. For example, the Uni Global Youth
campaign ‘Uni Yeah! shares young workers’ initiatives
and activities, promoting mutual learning and
providing information on key topics. (}”°) The EU-level
social partners from the paper and pulp sector
developed guidelines and a best practice toolkit on
attracting and retaining young people, and on boosting
and enhancing perceptions of the sector among that
cohort. (18°)

Social partners at national and EU level are
creating strategies and tools to identify and
develop skills. A joint project saw four social partner
organisations from Belgium, France, Luxembourg and

176

Vandaele (2019).
Clark (2021).
IndustriALL Europe website available here.

177

179) Uni Yeah! campaign available here.

180

(*®)
()
(178)
(*)
()

Guidelines and toolkit available here.
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the Netherlands create ‘Testyourselfie’. (38!) This online
tool allows young high-school graduates (or their
career guidance teachers) to assess their soft skills.
This should increase their awareness of their soft skills
and help to improve and develop those skills
accordingly. (*¥2) In the framework of a joint project,
EU social partners from the textile, clothing, leather
and footwear sector, together with national affiliated
organisations, developed upskilling and reskilling
strategies. (*¥%) The project identifies actions and tools
to anticipate skills needs and enhance matching in the
labour market. It also aims to create an EU network of
VET providers and to update training and education
curricula in the sectors. Taking a more holistic
approach, the EU social partners from the furniture
sector are investigating the transition of their sector
towards a circular economy. Their SAWYER (184) project
assesses the potential impacts of the circular economy
and the green and digital transitions on the furniture
sector. It identifies new skills needs and emerging
occupational safety and health challenges.

EU social partners are organising training for
young workers and young employers. Business
Europe, in collaboration with the International Training
Centre of the ILO, organised the Young Professionals’
Academy in 2020. The aim was to strengthen capacity
among the young staff of employers’ and business
organisations to promote a better understanding of EU
industrial relations and the functioning of business
organisations. It also aimed to support the creation of
networks among young professionals in these
organisations. (8°) In September 2021, IndustriALL
Europe launched its Digital Youth Academy, a training
programme for young trade unionists on the green
transition, the future of trade unions, and the
involvement of young workers in trade unions. (1%°)
Since 2010, UNI Europa Youth has held its annual
summer school to train young trade unionists in
communication, leadership, teamwork and negotiation.
As an EU social partner organisation, UNI Europa Youth
draws on the experiences of its national member
organisations, including certified trainers and
experienced negotiators. The summer school serves as
a means of training young trade unionists, as well as
training trainers.

EU-level social partners aim to increase the
attractiveness of their sectors. With financial
support from the European Commission, trade unions
and employer organisations from the footwear sector

(*81) Training Fund for Temporary Agency Workers for Belgium
(Travi), Temporary Work Training Insurance Fund for France
(FAF.TT), Foundation for Training and Development Flexbranche
(STOOF) in the Netherlands, and the Sectoral Training Fund for
Temporary Work for Luxembourg (FSI).

See Baiocco et al. (2020) for more on trade union activities to
improve training and working conditions of temporary workers.

Skills4Smart TCLF Industries 2030 available here.

Holistic approach for the identification of Skills and sAfety
needs towards a groWing sustainability and circularitY of
furniturk sector (SAWYER) project available here.

(*85) Young Professionals’ Academy available here.
('8) Digital Youth Academy available here.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap3/Chap3-Chart-3.26.png
https://news.industriall-europe.eu/p/btup-expert-blog
https://en.uniyeah.org/
https://news.industriall-europe.eu/Article/715
https://s4tclfblueprint.eu/
https://circularfurniture-sawyer.eu/
https://www.itcilo.org/projects/employers-young-professionals-academy
https://news.industriall-europe.eu/Article/642)
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implemented a project in 2016 to identify issues in
attracting young people to their sector and to develop
relevant guidelines and best practices. In a follow-up
project, they implemented four of those best practices
in ltaly, Poland, Portugal and Spain, building the
capacity of national social partners to attract young
workers to the footwear sector. (*¥7) The EU social
partners from the tanning and leather sectors,
together with their national member organisations,
carried out promotional activities in Austria, Bulgaria,
France, Germany, Hungary, Italy, Portugal, Romania,
Spain, Sweden and the UK.

Social dialogue is adapting to the changing world
of work, and cross-border initiatives can
enhance the creation of synergies between
national social partners’ organisations. At EU
level, the European Commission is launching a two-
part social dialogue initiative in 2022. The first part is
a chapeau communication on strengthening social
dialogue in the EU, while the second is a proposal for a
Council recommendation on the role of social dialogue
at national level. The initiative aims to improve the
relationship between sectoral social dialogue and EU
policy-making, support sectoral social dialogue to
respond better to structural trends and new economic
developments, and facilitate the EU’s contribution to a
future-proof sectoral social dialogue. Social partners
are increasing their efforts to recruit young members,
but further efforts could be made to utilise broader
means of communication and modernise strategies to
recruit new members, particularly young workers.
Common cross-border projects facilitate exchanges
and enhance mutual learning activities. EU-level social
dialogue can thus play an important role in creating
synergies and generating new sector-specific insights.
This allows national social partners to train their
affiliates to develop strategies to adapt to the
changing world of work.

8. CONCLUSIONS

The COVID-19 pandemic has exacerbated the
challenges for young workers, who experienced
major difficulties throughout the crisis, similar to
previous negative economic fluctuations.
Unsurprisingly, structural weaknesses created an
additional burden for young workers.

Although education and training activities have
increased among young people, socioeconomic
background remains highly relevant to individual
opportunities. In fact, although the likelihood of
being NEET strongly depends on education level, its
impact is significantly reduced once parental and
socioeconomic background is taken into account,
notably in southern regions of Europe.

As in previous recessions, it is expected that
labour market outcomes for young people will

(*87) In My Shoes project available here.
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primarily depend on the length of the current
subdued economic conditions. Mild and long
recessions typically have a considerably more negative
impact on young people compared to deep and short
recessions. This suggests that the length of the crisis
matters more than the size of the GDP loss. To date,
the path of economic activity during and after the
COVID-19 crisis is closest to the ‘deep and short
recession’ scenario. Consequently, if the EU economy
continues to expand in the coming years, the gap
between young people and prime-age individuals can
be expected to narrow and eventually disappear in the
medium term. However, should the EU economy
plunge back into recession, labour market conditions
for young people entering the labour market during or
shortly after the economic downturn may remain
subdued for a far longer period.

Despite their good — and growing — digital skills, young
people do not seem to have fully benefited from the
opportunities associated with the technological change
during the pandemic. For example, they are relatively
underrepresented in teleworkable occupations, which
have grown significantly in recent years.

Once the European economy recovers, young
people are expected to be well equipped to
contribute to the green and digital transitions.
The digital intensity of work performed by young
people already exceeds that of their older
counterparts. European and national policies aim to
facilitate the integration of young people into the
labour market by strengthening education and training.
For example, the 2020 Reinforced Youth Guarantee
implements a targeted approach to the needs of
NEETs. In addition, a proportion of Member States’
policy measures carried out in the context of RRPs is
allocated to young people, specifically in those regions
most in need of positive youth labour market
outcomes.

Collective bargaining and social dialogue remain
an important aspect of the EU social model.
Young workers have a positive attitude towards social
dialogue and evidence suggests that declining trade
union membership and collective bargaining coverage
are not due to generational change but, rather, reflect
structural changes and the employment contracts
typical for young workers. By adapting new modes of
communication and dealing with priority issues for
young people, social partners can attract new
members and remain representative. The outreach of
collective bargaining and social dialogue depends on
the structure and organisation of national collective
bargaining institutions. It is important to support and
involve social partners in national institutions and
decision-making frameworks to benefit from their
expertise and insights.


https://inmyshoesproject.eu/our-project/

Annex 1: Local projections to estimate the impact of
recession on labour market outcomes for young people

Local projection (LP) models were estimated for
the panel of 27 EU countries to investigate the
dynamic responses of young people’s labour
market characteristics compared to prime-age
individuals in the wake of a recession. The
estimates use the same OECD annual labour force
statistics as the previous exercise (see Box 3.1). In
addition to labour force participation rate,
employment rate and unemployment rate, the
analysis covers the share of part-time employees,
share of involuntary part-time employees, and
share of temporary workers. The variables of
interest are defined in relative terms, ie. the
difference between young people (treated group)
and prime-age (control group) labour market
performance measures. This strategy controls for
all aggregate shocks to the labour market,
independent of the current state of the economy or
other relevant factors, allowing specific
assessment of the impact of a recession on young
people (i.e. specific adverse effect in addition to the
general negative impact on the labour market).
Accordingly, the results should be interpreted in
relative terms.

Recessions are defined as negative yearly GDP
growth (data from the OECD). The total number of
recession periods in the panel of EU-27 countries is
104, with the Member States spending a total of
168 years in recession. This corresponds to about
159% of the sample, or an average of 6.22 years by
country.

The method (%8 estimates for each individual
horizon h = 0, ...,15 years, the following equations,
using simple OLS:

Yeit+h — Vet-1 = BnDet + YXcp<e + Och + Ecne

Where y.¢in — Voe-1 IS the cumulative change in
the difference between young people and prime-
age labour market performance measure between
time t —1 and t + h; D, is a dummy indicating
that country c is in recession at time t; and &, are
country fixed effects. The regressions include the
following exogenous control variables and
predetermined country characteristics (X, p<¢):
quadratic time trend, to take into account longer-
term structural changes; first to third lag of the
time-difference of the outcome variable, to take
into account the autocorrelation structure of the
time series; and first to third lag of GDP growth, to
control for the standard business cycle.

The sequence of the estimated parameters S}, is
the impulse response function of young people’s

(*88) Method advanced by Jorda (2005).
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relative labour market performance following a
recession. In order to compare the current COVID-
19 crisis with previous recessions, two dummies
were included separately in the regressions: the
first identifies previous recessions, while the
second identifies the recession related to COVID-19
(2020 for all EU countries). As yet, there are not
enough data to accurately estimate the impulse
responses for the COVID-19 crisis (latest available
data to 2021), thus the estimates show only the
very beginning of the adjustment process. As the
last data points are subject to subsequent revisions
as new data become available, these results should
be interpreted with caution.

The second step assesses the impulse responses
separately for several types of recession: short
recessions (one year only, corresponding to about 25%
of all recessions in the sample); long recessions (three
years or more, about 25% of the sample); mild
recession (maximum GDP loss is below the first
quartile); and deep recession (maximum GDP loss is
above the third quartile). The previous equations
include a dummy indicating the type of recession
examined, together with a second dummy indicating
the rest of the recession periods. A third dummy for
the COVID-19 recession is also included in the
regressions. Finally, all combinations of length and
depth of recession (mild and short, deep and long, etc.)
are assessed in the same way as before.

Chart Al.1, Chart A1.2 and Chart Al1.3 present the
same impulse responses for activity rate, employment
rate and unemployment rate, for different age groups,
for both the treated group (previously aged 15-24)
and the control group (previously prime-age
individuals). The first row in each case confirms that
the results remain the same, despite changing the age
group to which young people are compared (i.e. the
results are robust in respect of the definition of the
control group). The bottom rows show that while the
25-34 age group is also disproportionately affected by
recession (to a lesser extent), the disadvantage
identified for younger people is no longer detectable
among the over-35s.
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Chart A1.1
Activity rate, by age

Estimated impulse responses of recessions on young people’s activity rate, by age group, for treated group and control group
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Source: DG EMPL estimates, based on OECD data.
Click here to download chart.
Chart A1.2
Employment rate, by age
Estimated impulse responses of recessions on young people’s employment rate, by age group, for treated group and control group
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Chart AL3
Unemployment rate, by age

Estimated impulse responses of recessions on young people’s unemployment rate, by age group, for treated group and control group

Annex 1: Local projections to estimate the impact of recession on labour market outcomes for young people
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Annex 2: Methodology for the analysis by categorisation

of workers

The analysis in this section is based on the
classification of workers adopted in the ESDE report in
2021. It describes the distinction between critical and
non-critical workers, then illustrates aspects of
technical teleworkability and social interaction. Based
on these elements, it proposes the classification of
workers into eight categories.

Critical vs non-critical jobs

Critical jobs can be defined as all those
occupations that ‘need to be performed even
during a pandemic in order to keep citizens
healthy, safe and fed’. (®®) During the first
lockdown phase, several countries strictly categorised
sectors into essential or non-essential, with the latter
often formally shut down unless they could operate
remotely. Such provisions were relaxed in some phases
(as the number of cases decreased), allowing non-
essential activities to re-open. Critical occupations
were identified based on the Commission
Communication on free movement of workers during
the COVID-19 outbreak. (**°) The Communication
defines a list of ‘key workers’ that should exercise their
critical occupations without undue hindrance, as they
perform activities related to essential services. In line
with recent literature, the corresponding list of
occupations has been translated into a list of ISCO 2-
digit and 3-digit occupations. This categorisation
distinguishes between workers who were allowed to
continue working while being physically present at the
workplace, even under the strictest containment
measures, and those who were not. (*°%)

The group of critical workers is very
heterogeneous. It includes: professionals in health,
information and communication, teaching and some
fields of engineering and science; associate
professionals in those fields; personal care workers;

(*89) Basso et al. (2020).

(*%°) Communication from the Commission (2020/C 102 1/03),
available here.

Workers exercising critical occupations are identified as those
working in the following ISCO 2-digit and 3-digit categories:
213 Life science professionals; 214 Engineering professionals
(excluding electrotechnology); 215 Electrotechnology engineers;
22 Health professionals; 23 Teaching professionals; 25 ICT
professionals; 31 Science and engineering associate
professionals; 32 Health associate professionals (except 323
Traditional and complementary medicine associate
professionals); 35 ICT technicians; 53 Personal care workers; 61
Market-oriented skilled agricultural workers; 62 Market-
oriented skilled forestry, fishery and hunting workers; 63
Subsistence farmers, fishers, hunters and gatherers; 751 Food
processing and related trades workers; 816 Food and related
products machine operators; 83 Drivers and mobile plant
operators; 91 Cleaners and helpers; 92 Agricultural, forestry
and fishery labourers; 93 Labourers in mining, construction,
manufacturing and transport; 96 Refuse workers and other
elementary workers.

(191

agricultural, fishery and animal workers (skilled or
unskilled); drivers and mobile plant operators;
elementary workers; and refuse collectors.

Technical teleworkability and social interaction

Telework played an important role during the
COVID-19 pandemic. It favoured business continuity,
thus reducing potential risks of job disruption. The
analysis relies on a teleworkability index, (**2) which
classifies jobs as either technically teleworkable or not,
based on the extent of physical interaction involved in
a range of physical tasks. (***)

Different occupations may require varying
degrees of social interaction. (***) The social
interaction index used here serves as an additional
qualification of the assessment of technical
teleworkability. (***) Some occupations that do not
require physical interaction with people or machinery
(and are thus technically teleworkable) nevertheless
involve a high degree of social interaction. In such
cases, it is possible to carry out tasks remotely, but it
is more difficult and is likely to be associated with
lower quality of service.

Both the technical teleworkability and social
interaction indices range from 0 to 1. An
occupation whose technical teleworkability index value
is higher than 04 is defined as technically
teleworkable. If the social interaction index of an
occupation is lower/higher than 0.5, the extent of
social interaction required in that job is defined as
low/high. These thresholds are used to transform the
two indices into binary or dummy variables: occupation
is teleworkable or not; occupation has a low or high
level of social interaction.

Categorisation of workers on the three indices
combined

(**?) Index built by Sostero et al. (2020).

(%) Sostero et al. (2020) define technical teleworkability as ‘not
having to physically manipulate objects/people/machinery’.
(194

Social interaction tasks are: selling or influencing others,
training and teaching others, assisting and caring for others,
performing for or working directly with the public, coordinating
the work and tasks of others. Social interaction is not exactly
the same as physical proximity, which has been extensively
analysed (European Commission, 2020). Social interaction uses
more ‘work activities’ rather than ‘work context’ (the latter
being the section of questions used for the physical proximity
index). Using ‘work activities’ has a theoretical justification in
the context of the task framework developed for occupational
analysis.

(%) Social interaction index developed by Sostero et al. (2020).


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52020XC0330(03)&from=EN

A joint analysis of technical teleworkability and
social interaction allows occupations to be classified
into four categories. These are:

i. Non-teleworkable, high social interaction (e.qg.
health professionals and associate professionals,
carers, service and sale workers);

ii. Non-teleworkable, low social interaction (e.q.
skilled agricultural, forestry and fishery workers, craft
and related trade workers, plant and machine
operators and assemblers, most elementary
occupations);

iii. Teleworkable, high social interaction (e.q.
managers, teaching professionals, business,
administration, legal, social and cultural professionals,
and associated professionals);

iv. Teleworkable, low social interaction (eq.
clerical support workers and ICT professionals).

Each of these four categories is also divided into
critical and non-critical occupations, generating
eight categories in total (*°). Crossing the technical
teleworkability and social interaction indices with the
binary definition ‘critical vs not critical occupation’,
reconciles the two distinct aspects. On the one hand,
critical occupations consist of jobs in essential sectors
that were not shut down. On the other hand,
teleworkable occupations are presumably less exposed
to the consequences of the pandemic, as they could
continue to operate despite the lockdown measures.

(%) Categorisation provided in Flisi and Santangelo (2022).
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Annex 2: Methodology for the analysis by categorisation of workers
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CHAPTER 4

1. INTRODUCTION (*®7)

Young people’s living conditions encompass
several elements, such as housing, health and
access to education and training, with labour
income being a key factor. Their income levels and
income capacity are influenced by the typical
transitions during this period, most notably the
education-to-work transition and moving out of the
parental household. Income levels of young people are
also significantly affected by household composition
and the tax-benefit system. Reliable job and income
prospects or existing wealth make it more likely for
young people to leave the parental home, establish
their own household and acquire their own home.
Conversely, those in economically insecure positions
may continue living with their parents as a coping
strategy. In addition to these age-related transitions,
income levels differ on the basis of other
characteristics, such as educational attainment,
occupational choices, work experience, employment
contracts, working time, and field of economic activity.
Young people’s income levels also depend on external
circumstances outside their control, such as gender,
parental background, or place of birth.

This chapter analyses labour and disposable
incomes of young people in the recent past,
including trends from the 2008-2009 financial
crisis through to the COVID-19 pandemic. It
examines income volatility among young people and
looks at their coping strategies in times of potential
economic distress. It also sheds light on

(*%7) This chapter was written by Jakub Caisl, Stefano Filauro and
Karolina Gralek, with contributions from the Euromod team of
the European Commission’s Joint Research Centre (JRC).
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homeownership rates and gender disparities in pay
between young people. The final section shifts
attention from outcomes to opportunities. It considers
income inequalities that are determined by external
circumstances (e.g. parental background, gender) and
tracks their development before and after the 2008-
2009 financial crisis in order to understand the
possible implications of the recent COVID-19 crisis and
subsequent recovery. The chapter provides cross-
country comparisons and refers to young people as
those aged 15-29, except where otherwise defined.
The insights from this chapter are thematically linked
to the analytical work of the ESDE review in 2017,
which dealt specifically with intergenerational fairness.

2. YOUNG PEOPLE’S LABOUR AND
DISPOSABLE INCOME: RECENT TRENDS
AND THE COVID-19 cRriIsIS

The share of young people’s disposable income in
total disposable income decreased by 1.5 pp on
average between 2011 and 2020 in the EU. (**%)
Their earnings and disposable income expressed as a
share of total earnings and total disposable income,
respectively, provide the first metric of young people’s

() Disposable income and the impact of tax-benefit systems were
calculated by the JRC, based on Euromod 14.0+ using the
Labour Market Adjustment (LMA) add-on. Young people are not
differentiated by their cohabitation status, and include both
individuals living with their parents and those with their own
households. While focusing on individuals neglects the
distribution of resources within the household, focusing on
households does not take into account intra-household
inequality, which is especially problematic when considering
personal characteristics such as age. This caveat should be
taken into account when drawing conclusions from these
results, as they might differ at household level and across
countries, depending on household composition.
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monetary conditions as produced in the labour market
and after the intervention of tax-benefit systems.
Between 2011 and 2020, the share of young people’s
disposable income in total disposable income
decreased in almost all Member States, with the
highest declines observed in Slovakia, Estonia and
Malta (Chart 4.1). However, it remained relatively
stable during the first year of the COVID-19 pandemic
(increasing by 0.19% in the EU on average in 2020),
indicating that income support measures had a
relatively stronger impact for young people compared
to the overall population. In the EU, on average, the
share of young people’s disposable income in total
disposable income remained below the share of their
earnings in total earnings (83% vs 10.4%,
respectively, in 2020).

The overall trend in the share of young people’s
disposable income in total disposable income is
driven by population trends, but is also affected
by income developments. (1°°) Between 2011 and
2020, the share of young people in the overall
population decreased by 10.4% on average in the EU,
with negative growth rates in all Member States
except Denmark, Sweden and the Netherlands. This
trend is projected to continue, although with marked
regional differences and a more negative impact on
young people living in rural areas. (*°°) Conversely, over
the same period, the ratio of young people’s mean
disposable income to the mean disposable income of
the total population increased by 2.2% on average in
the EU. There were positive growth rates in half of the
Member States, while the largest negative changes
were in Malta, Portugal and Luxembourg.

Tax-benefit systems supplement young people’s
market income to a significant extent. In the EU in
2019, the share of benefits in young people’s pre-tax
income (plus pensions) (°°!) was twice as high as for
the overall population, at 11% and 5.5%, respectively
(Chart 4.2). The positive impact of tax-benefit systems
is primarily driven by non-means-tested benefits and
varies across countries for young people and for the
overall population. Prior to the pandemic, young
people’s share of benefits in their pre-tax income was
highest in Denmark (30%), Sweden (19%) and Finland
(18%), but amounted to only around 5% in Croatia,
Malta, Romania and Slovakia.

(*%°) The overall trend in the share of young people’s disposable
income in total disposable income can be broken down into the
‘income part’, which constitutes the ratio of mean disposable
income of young people over mean disposable income of the
whole population, and the ‘population structure part’, which
corresponds to the share of young people in the whole

population. Young people's income share =
Total income of young Mean income of young

Total income of whole population " Mean income of whole population
Number of young individuals

Number of individuals in the whole population’

European Commission (2022a).

N]
o
=

Benefits include means-tested and non-means-tested benefits.
Pre-tax income (plus pensions) includes income from
employment, self-employment, investments, private pensions,
private transfers and contributory pensions, which are not
considered benefits here.
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Chart 4.1

Share of young people’s disposable income compared to
total disposable income has declined over time

Share of young people’s disposable income in total disposable income

20%
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Source: JRC calculations based on Euromod 14.0+ using the LMA add-on.
Click here to download chart.

During the COVID-19 pandemic, benefits had a
stronger impact on young people than on the
overall population. The share of benefits in pre-tax
income decreased by 2.1 pp between 2011 and 2019
for young people, but was then followed by a 5.6 pp
increase in 2020, mostly driven by non-means-tested
benefits. A similar pattern was observed for the overall
population, albeit at a lower scale. During the first year
of the pandemic, the share of young people’s benefit
income in pre-tax income increased most (by 14 pp) in
Slovakia, Ireland and Greece. The humber of countries
where young people’s full disposable income (2%%)
exceeded their pre-tax income doubled during the
pandemic (from three to six Member States), while full
disposable income remained below the pre-tax income
in all countries, both before and during the pandemic,
for the overall population.

In the EU, on average, temporary reductions in
labour income for vyoung workers were
successfully cushioned by government support
schemes, such as short-time work schemes or
within-household income supports (see Chapter 3
for youth-related measures supported by the RRF).
Young people suffered a more intense impact in the
labour market (see Chapterl for the various
employment indicators) as they tended to have more
precarious contracts and lower seniority in
companies. (?°®) Unlike the last financial crisis,
however, a negative impact on young people’s income
was avoided. (%) In the absence of such large-scale
State support during that earlier recession, young
people’s income suffered a relatively larger reduction
than the rest of the population, even when controlling
for household composition. (2°°)

Full disposable income includes both means-tested and non-
means-tested benefits.

European Commission (2021).

Calculations based on Euromod 14.0+ using the LMA add-on
show that the share of young people’s disposable income over
total disposable income in the EU remained fairly constant
between 2019 and 2020, at around 8.3%.

Raitano et al. (2021).

(ZOS
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Chart 4.2

Chapter 4: Living conditions of young people: outcomes and prospects

Tax-benefit systems played a greater role in improving young people's market income

Share of disposable income in pre-tax income in 2020
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Source: JRC calculations based on Euromod 14.0+ using the LMA add-on.
Click here to download chart.

Living conditions depend significantly on
household arrangements, especially for young
people. As discussed in Chapter 2, youth is a life
period inherently marked by the transitions of leaving
the parental household and establishing an
independent household. However, these choices are is
not exogenous to monetary conditions and future
prospects. It is therefore crucial to understand how
household composition and existing policies influence
young people’s motivations to move out of the
parental household and impact their income.

The risk of poverty is higher for young people
who move out of the parental household due to
reduced parental support and income-sharing
within the household. In the EU, the average gap in
young people’s AROP rate between those who leave
the parental household and those who remain
amounts to around 6 pp, with the highest differences
in Denmark (29 pp), Germany (20 pp) and the
Netherlands (19 pp), and negative gaps in five Member
States (Chart 4.3). The gap in the poverty rate between
young people living independently and those living in
the parental household may induce many young
people to remain longer in the parental home. It also
produces endogenous dynamics. Overall, contextual
factors facilitate the process of young adults leaving
the parental home (e.g. employment prospects,
housing prices), as do individual and family factors
(e.g. current income of young adults, parental income
and wealth). Undoubtedly, some countries’ tax-benefit
incentives also play a role. However, the available data
on the living conditions of young people do not yet
capture the social consequences of rising prices (see
Chapter 1 on price developments). That impact will
largely depend on households’ expenditure structures,
which vary not only between but also within countries,
and are determined by household composition. Given
their lower disposable income compared to the rest of
the population, young people might be more negatively
affected by rising prices, further delaying their decision
to leave the parental home.

Tax-benefit systems’ incentives for a young
person to become independent differ
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considerably across countries and are driven by
means-tested benefits. (°°®) Chart 4.4 compares the
incomes of specific households, showing the
percentage change in families’ disposable income
when a cohabiting family of three members splits into
two households: cohabiting parents on one side, and
the single young person moving out of the parental
household on the other. (2%7) For approximately half of
the countries, the family’s disposable income (purple
circle) remains unchanged after the young person
leaves the parental home, as the young person does
not receive any additional benefits. This is typically
because they are not eligible for any means-tested
benefits, either because the employment income
assigned is too high (2°) or minimum income schemes
generally do not cover in-work individuals (Hungary)
and/or young people (Cyprus). In Spain, the simulation
of the family split seems to lower family disposable
income, as the household will no longer be eligible for
a tax allowance for dependent children. (**®) For the
remaining countries, especially Nordic, continental and
some southern countries, the total family income
increases, due to the young person’s entitlement to

(°%) Chart 4.4 uses the Euromod-HHoT to isolate the effect of tax-
benefit policies by focusing on specific hypothetical families.
The situation of one family, formed by a young person holding
a part-time job and their full-time working parents, is
compared to two distinct situations of cohabitation: in the first,
the young adult cohabits with their parents; in the second, they
live independently (i.e. family splits into two households). The
monthly earnings of the parents are 100% and 150% of each
country-specific average gross earnings, while the young adult
eamns 30% of the same reference values. As young people are
assumed to work part-time, their full-time equivalent wage
would be 60% of the average gross earings. This is just below
two-thirds of the national average gross earnings, which is the
common threshold used by Eurostat to define low-wage
eamers. Tax-benefit rules in 2021 are simulated as in Euromod
14.0+. The results are driven by specific household selection
and should be considered a case study.

(207

Family disposable income is calculated as the sum of the
incomes of all family members, assuming full sharing of their
resources, regardless of cohabitation status.

(ZOB

Belgium, Bulgaria, Croatia, Ireland, Latvia, Lithuania, the
Netherlands, Poland, Portugal and Romania.

The consideration of dependent children is broad and includes
children up to 25 years old, cohabiting with their parents and
eaming less than EUR 8 000 annually.
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Chart 4.3

Risk of poverty among young people is higher for those who move out of the parental household

AROP rate of young people, 2020 (income reference year 2019)

HR
. AROP not living with parents
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Note:  For Germany and Italy, data only available for 2019 (income reference year 2018).
Source: Calculations from EU-SILC 2020 users’ database.
Click here to download chart.

new or higher social benefits, such as social assistance
or housing-related schemes. (?19)

Chart 44
Tax-benefit systems’ incentives for young people to
leave the parental household vary between countries

Change in family disposable income (%) if young individual leaves the parental
household, 2021 tax-benefit systems

)
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m Taxes Housing benefits

All benefits besides housing W Social insurance contributions

@ Disposable income @ Equivalised disposable income

Note:  Countries are ranked according to their percentage change in disposable income

after the young person leaves the parental home. Disposable income is also
equivalised to account for household size, using the OECD-modified equivalence
scale, implying that after the family split, overall costs increase by 25% due to
reduced economies of scale in consumption and some expenses. Results broken
down by tax-benefit components: taxes, social insurance contributions, housing
benefits, and all other benefits, excluding housing.

Source: JRC calculations based on Euromod Hypothetical Household Tool (HHoT).
Click here to download chart.

Moving out of the parental household produces
higher fixed costs for the family as a whole. In all
Member States, household splitting as a result of the
young person leaving the parental home reduces
family disposable income compared to cohabitation
(light blue circle in Chart 4.4). However, the negative
impact is lower in magnitude in those countries that
support the young adult through targeted social
benefits. For example, in Germany, France, Malta,
Finland, Czechia and the Nordic countries, the
percentage reduction in the family equivalised

(19) In France, for example, a young person living alone would
become entitled to an in-work benefit, as well as a housing
benefit, which was not the case under the previous
cohabitation status. Overall, in these countries, social means-
tested benefits (e.g. minimum income or housing benefits)
rather than taxation have in-built features that implicitly
incentivise the splitting of households and young workers living
independently.

EE
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disposable incomes after the split is approximately 12-
15%, compared to a 20% reduction in countries that
do not provide additional tax-benefit supports to the
young person.

3. INCOME VOLATILITY AND RESILIENCE

Young workers are subject to changing
trajectories in the initial phase of their careers.
Mobility and experimentation in the early career stage
can serve to develop skills, gain experience, and
improve labour market matches and lifetime income.
While flexible contracts can facilitate this process and
be the first step to job opportunities for young
workers, their prolonged use may incur high instability
(see Chapter 1 on high incidence of part-time and
temporary contracts among young people). Volatility in
labour income flows and insufficient wages associated
with precarious jobs offering first work experience (e.q.
traineeships, unpaid internships) are known to
negatively affect mostly younger segments of the
workforce. (?!!) This is less problematic if income
support mechanisms are effective at reducing the
volatility of income flows and topping up lower labour
incomes. The increasing frequency of transitions
between employment and non-employment status
(unemployment, training or education), as well as
transitions between jobs with different wages, can
bring about larger income volatility and may result in
temporary or longer-term poverty spells.

Young workers face larger labour income
volatility, both in annual terms and within the
year. (*12) In general, large month-on-month volatility
of labour income within the vyear (‘infra-annual
volatility’) puts a strain on young people in respect of
predicting their annual income capacity. This makes it
harder for them to become financially independent

(1) Council Recommendation of 10 March 2014 on a Quality
Framework for Traineeships available here.

(%12) Part of the volatility in individual employment income could be
due to job seasonality. To limit the impact of job seasonality on
comparability of results between young people and older
population, students are excluded from the analysis.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.4.xlsx
https://eur-lex.europa.eu/legal-content/en/ALL/?uri=CELEX:32014H0327(01)
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.3.xlsx

Chart 4.5

Individual employment income volatility is larger among young people at both annual and infra-annual level
Average over 2016-2019 (income reference years 2015-2018)
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W age 30-59 age 18-29

Note:

W age 30-59 age 18-29

Employment income volatility is the squared coefficient of variation of monthly individual employment income calculated over 24 months. The squared coefficient of variation is

broken into annual volatility (deviation of average annual income from the grand average across the two years) and infra-annual volatility (deviation of monthly income from each
annual average). Employment income is employees' income (including in-kind benefits and sick benefits) plus self-employment cash income. Students and individuals with no
employment income in any of the 24 months are not included. Age refers to age in the middle of the two income reference years (i.e. at the end of the first income reference year).

Source: OECD calculations based on EU-SILC 2016-2019 users' database release in April 2021.

Click here to download chart.

and start their own household. Overall, southern and
Baltic Member States are characterised by high labour
income volatility compared to continental countries
such as Germany, Belgium, Czechia and Slovakia. The
gap in year-on-year labour income volatility
experienced by young workers (aged 18-29) and
workers aged 30+ is largest in Greece, Cyprus and
Lithuania. This is signalled by the indicator that
assesses the aggregate year-on-year variation of
labour income for workers (Chart 4.5, left-hand graph).
In turn, Greece, Cyprus and Bulgaria show the largest
difference in infra-annual volatility between young
(under-30s) and older (over-30s) workers. This could
be linked to a higher number of young people working
in precarious jobs. However, higher volatility among
young people might also be the result of a stronger
increase in income at the beginning of their careers.

Chart 4.6
Individual employment income volatility increased

among young people after the last financial crisis
Volatility over 2007-2018 (income reference years 2006-2017), EU
10

0.0

2007 "2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

— 30-59

18-29
Note:  Employment income volatility is the squared coefficient of variation of monthly
individual employment income calculated over 24 months. Employment income is
employees' income (including in-kind and sick benefits) plus self-employment
cash income. Students and individuals with no employment income in any of the
24 months are not included. Age refers to age in the middle of the two income
reference years (i.e. at the end of the first income reference year). EU average of
available countries (excluding Croatia, Denmark, Finland, Germany, Malta and
Sweden).

OECD calculations based on EU-SILC 20067-20198 users' database release in
April 2021.

Click here to download chart.

Source:
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Volatility generally increased for the young
population after the 2008-2009 financial crisis.
For a large majority of countries, the volatility in
labour income experienced by young people (aged 18-
29) in the aftermath of the last financial crisis
increased until 2012, at which point it began to
decrease, returning to pre-crisis levels in 2017 (Chart
4.6). Labour income volatility for older cohorts of
workers remained largely unaltered, increasing only
slightly after the crisis and declining somewhat
afterwards.

This larger volatility in the labour income of
young people is reflected in household market
income. (*!3) Without taking into account cross-
country differences in leaving the parental home and
own household formation, the fraction of young
households (?*4) in chronic poverty is particularly high
in Ireland, Spain and Italy, where more than 30% of
young households reported market income below the
poverty line (2%%) for at least 36 months in four years
(Chart 4.7). Episodic poverty spells (*'%) in market
income in Cyprus and Belgium affect more than 16%
of young households. Instability in employment
outcomes for the young population in these countries
exacerbates the poverty risk by coupling larger market

(31%) The focus is on market income before households pay taxes
and receive benefits. The impact of tax-benefit systems on
young people’s income is analysed in section 2.

(214

Due to data constraints and sample size issues, young
households are considered to be those whose household head
is 18-34 years old. The selection of households headed by
young people is not neutral. Many young people may decide to
remain under the parental household for the sake of income
sharing. Thus, young households may be both those where
young people can afford autonomy or those who are forced
(for various reasons) to leave the parental household.

The poverty line corresponds to 60% of median household
equivalent disposable income, measured on the entire
population.

(215

(216

Episodic poverty in market income is defined as having a
market household income below 50% of the median market
income for 2-11 months in four years.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.6.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.5.xlsx
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Chart 4.7

Both chronic and episodic poverty in market (pre-tax and benefits) income are higher among households headed by

young people
Percentage of the population, 2014-2019 (income reference years 2013-2018)
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Note:  Poverty is measured as headcount of relative market income poverty (income before taxes and transfers below 60% of median household equivalent disposable income, measured

on the entire population). The main earner is the individual with highest employment or self-employment income, or the oldest individual if there is no earner in the household. Age
refers to age at the end of the four-year income reference period. Young households are those headed by people aged 18-34, while old households are those headed by people

aged 35-59.

Source: OECD calculations based on EU-SILC 2014-2019 users' database release in April 2021.

Click here to download chart.
income fluctuations with potentially low market
income levels.

Despite instability and lower assets, younger
people still exhibit higher levels of resilience
compared to the vrest of the adult
population. (?)”) The index of individual resilience
combines three components: the subjective evaluation
of one’s own ability to bounce back to normal after
hardship in life; personal traits (optimism, happiness,
perception of fairness, locus of control, healthy
behaviours, good self-perceived health); and the
availability of coping strategies in case of potential
economic distress (e.g. substantial drop in personal
income).

The difference in the individual resilience index
between younger and adult populations is much
more pronounced in eastern and southern Europe
(more than 169%), and more moderate in western (8%)
and northern (49%) Europe. The score is mainly driven
by the component of personal traits, with young
people being almost 30% more optimistic about the
future (and remaining more optimistic even throughout
the pandemic, as discussed in Chapter 2). While the
self-perceived bounce-back capacity is similar between
the younger and older populations, there are
differences in their coping capacity.

When faced with potential economic distress,
young people tend to rely more on their friends
and relatives, while the older population is more
likely to turn to their own resources. However,
several geographical patterns can be distinguished. In
northern Europe, young people more often take up
more paid work, start work or return to work than in
southern Europe (65% and 459%, respectively) (Chart
4.8). In eastern and southern Europe, a substantial

(?Y7) The individual resilience index was developed by the JRC. More
evidence can be found in JRC (2019) and the JRC Report on
Individual Resilience, forthcoming.
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share of the young population does not rely on savings
(around 70%), which implies a potentially low level of
financial buffer. In addition, a substantial share of the
young population states that they ‘would not know’
how to cope in case of a substantial fall in income
(around 10%).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.7.xlsx
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Chart 4.8

Young people tend to rely more on their friends and relatives as a coping strategy
Most frequent coping strategies in case of income drop, by age, group and European region
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Savings Friends and Work No idea how to Savings Friends and Work No idea how to cope
relatives cope relatives

W Age 15-29 = Age 30-64 EU: Age 15-29 X EU: Age 30-64 mAge 15-29 = Age 30-64 EU: Age 15-29 X EU: Age 30-64

Savings Friends and Work No idea how to Savings Friends and Work No idea how to
relatives cope relatives cope
HAge 15-29 = Age 30-64 EU: Age 15-29 X EU: Age 30-64 HAge 15-29 = Age 30-64 EU: Age 15-29 X EU: Age 30-64

Source: JRC calculations based on Eurobarometer data.
Click here to download chart.
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Box 4.1: Absolute poverty and social exclusion among young people

Absolute poverty is a concept that refers to the capability to afford the necessities to participate in
society. Sometimes, young people’s living conditions may be inadequate to afford such necessities. The European
Commission’s recent pilot initiative ‘Measurement and monitoring of absolute poverty’ (ABSPO) seeks a deeper
understanding of the patterns of absolute poverty and social exclusion in the EU. () The ABSPO project explored the
feasibility of developing a sound methodology for cross-country comparable absolute poverty measurement in the
EU and produced a set of new poverty measures that can help to contextualise and complement existing indicators.

The ABSPO methodology builds on a mix of reference budget techniques and survey-based statistical
methods. It models individuals’ and households’ minimum financial needs for adequate social participation in a
customised manner. The main advantage of the so-called absolute approach to poverty measurement is that
horizontal differences in individual types, household characteristics and the living environment can be adequately
reflected in the poverty lines. As ABSPO calculations are largely based on standard household survey microdata (e.g.
EU-SILC, EU Household Budget Survey (EU-HBS)), they have yet to capture the social effects of the COVID-19
pandemic, but nevertheless reveal interesting insights into the social situation of young people up to 2019.

Chart 1

Absolute poverty among young people varies significantly across countries
Incidence of absolute poverty among young people, by Member State

Poverty rate (%)
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m Incidence of absolute poverty amoung young people (left axis) Absolute poverty among young people relative to the national rate (right axis)

Note:  Young people aged 18-29. Figures refer to 2019 and present the nationally representative rate of absolute poverty among young people, based on a number of
different data sources and methods using the so-called food-based absolute poverty lines (per Menyhert et al, 2021). The horizontal yellow line indicates whether
youth poverty is higher or lower than the corresponding national average. The figures for the EU represent the unweighted average of the relevant country-level
values. Figures for Austria are missing due to data limitations.

Source: JRC calculations based on EU-SILC 2019 users’ database release in April 2021 and EU-HBS data.

Absolute poverty among young people () ranges from a few percentage points in countries like Malta
and Ireland, to far larger proportions of the population in central and eastern Member States, such as
Bulgaria, Croatia and Romania. Chart 1 shows that poverty among young people varies considerably across countries
in relative terms, when expressed in proportion to the absolute poverty rate calculated for the national population.
More specifically, while the youth poverty rate is similar to — and sometimes even lower than - the overall poverty
rate in most eastern European countries (green circles at or below the yellow line), young people experience
significantly higher incidence of absolute poverty than older cohorts in many of the EU-15 Member States (green
circles above the yellow line). For example, the absolute poverty rate among young people is more than twice the
national average in Denmark or Finland.

The gap in living conditions across age groups tends to manifest differently in social and employment
indicators. Chart 2 shows the relevant ratios between young people and the national population, by country and
indicator type. Headline indicators of poverty and social exclusion (e.g. AROPE rate, indicators of material and social
deprivation) tend to reveal relatively small differences between the incidence of poverty and social exclusion among
young people and the national population. Gaps are often very pronounced in terms of absolute poverty, but these
are most evident in Nordic and continental countries, while significant gaps in the employment rate are visible in
southern and eastern Member States. ()

() The ABSPO project was launched by DG EMPL and implemented by the JRC. Its final report was published in December 2021
and is available here.

(%) For this box, young people refers to those aged 18-29.

(®) In the EU, material social deprivation is 12% lower and the AROPE rate is 12% higher among young people compared to
national populations, on average. The corresponding EU-level ratios are 1.24 for AROPE and 1.66 for unemployment.

(Continued on the next page)
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Box (continued)

Chart 2

Absolute poverty and employment indicators point to higher gaps in living conditions between young people
and the overall population
Social situation of young people compared to the national population

@ Absolute poverty AROPE

Unemployment Material and social deprivation

Note:  Young people aged 18-29. The relevant figures are based on ABSPO calculations and EU-SILC micro data referring to 2019.
Source: JRC calculations based on EU-SILC 2019 users’ database release in April 2021 and EU-HBS data.

Youth unemployment is up to three times higher in Italy and Romania than in the population at large,
and represents an important social policy challenge. In other countries, such as Denmark, Finland and the
Netherlands, the gap between younger and older cohorts is more pronounced in absolute poverty and AROPE rates,
especially among households with younger heads.

Youth poverty rates and other living conditions’ indicators correlate with household composition at
country level. Member States differ considerably in the share of young people living in independent households
(see Chapter 2, on timing of leaving the parental household). Around two-thirds of young people live independently
of their parents or families in northern Europe, while the share of multi-generational households still exceeds 80%
in many southern and eastern European Member States. Those countries where the transition out of the parental
household towards individual independence is encouraged by cultural norms and policy incentives display higher
poverty and social exclusion among the young population (Chart 3). There are different tax-benefit incentives to
move out of the parental household and live independently. Cross-country comparisons should therefore be

undertaken cautiously, as the proportion of young living independently varies significantly by Member State (see
discussion in Chapter 2).

Chart 3
Countries with earlier transition out of parental household display higher poverty and social exclusion among
households headed by young people

Incidence of absolute poverty among young people living in independent households

L - el i A A I L
- 30 ..S"E —————————————————————————————————————————————————————————————————————————————————————————————————————————————————————
B @ MT
2
a5 e
ke @
D20 G
<3 Es P EE o N
S 15 @ Pl T L — @ e
Seg R @ B e e ® ® @K
S LU LT @® SE
g3 ® 5g®
c > 10 () .. { ]
] ®
S Sk PT RO
0 et et
g
§ 00

00 01 02 03 04 05 06 07

Share of young people living in households with young head

Note:  Figures refer to 2019 and present the nationally representative rates of absolute poverty among young people (aged 18-29) in general, and young people living in
households led by young heads in particular. The poverty concentration values on the vertical axis are calculated based on the (food-based) absolute poverty lines (per
Menyhert et al, 2021) and express the ratio between youth poverty in households with young heads and the overall youth poverty rate in a given country. Figure for
Austria is missing due to data limitations.

Source: JRC calculations based on EU-SILC 2019 users’ database release in April 2021 and EU-HBS data.
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Chart 49

Young people face higher house price-to-income ratios
Years of individual mean disposable income needed to buy a 100 m2 apartment, 2020
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Source: JRC calculations of individual mean disposable income, based on Euromod 14.0+ using the LMA add-on, European Commission Housing Price Database.

Click here to download chart.

4. HOMEOWNERSHIP

Income inequality and volatility are the main
drivers of the decrease in homeownership rates
among younger households. (*!%) Over time, young
people have experienced a progressive decline in
homeownership rates. Due to their lower disposable
income compared to the overall population, young
people face more sizeable house price-to-income
ratios in many countries. In all Member States, young
people need more years of individual mean disposable
income (**°) to acquire a 100 m2 apartment compared
to the overall population, with the most pronounced
differences in Greece, Luxembourg and Spain (Chart
4.9). The housing cost overburden (%%°) is also higher
for young people (aged 20-29) in many countries and
increased at double the rate for the overall population
in the EU on average in 2020. Differences in the
housing cost overburden between young people (aged
20-29) and the overall population are greatest in
northern and western Europe. This could be linked to
the earlier age of young people leaving their parental
home in those countries. At the same time, higher
income volatility discourages young people from
seeking a mortgage and decreases their likelihood of
moving out of the parental home. (2!) Over time, this
has resulted in a progressive decrease in
homeownership rates among young people.

(?®) Paz-Pardo (2021).

(?1%) This indicator uses the individual mean disposable income,
calculated by the JRC from EU-SILC data. Young people are not
differentiated by cohabitation status and include both
individuals living with their parents and those with their own
household. While focusing on individuals neglects the
distribution of resources within the household, focusing on
households does not take into account intra-household
inequality, which is especially problematic when considering
personal characteristics such as age. This caveat should be
taken into account when drawing conclusions from these
results, as they might differ at household level and across
countries, depending on household composition.

Measured as the percentage of the population living in
households where the total housing costs (‘net’ of housing
allowances) represent more than 40% of disposable income
(‘net’ of housing allowances).

(%2') Becker et al. (2008).

(220
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House price increases have worsened housing
affordability for young people. Research shows
that elevated house prices have reduced the
probability of becoming a first-time homeowner. (?2?)
In the EU, house prices have been accelerating since
Q3 2016 and reached a year-on-year average growth
rate of 10.0% in Q4 2021. They have substantially
outpaced the fundamental values in many countries in
recent years, with 14 Member States experiencing an
overvaluation gap of at least 10% in 2020, compared
to only six Member States in 2019. (?%*) At the same
time, house prices have increased at a faster pace
relative to mean disposable incomes in many countries
in recent years. This effect is particularly pronounced
for young people, given their lower mean disposable
income compared to the overall population (see
section 2).

Lower homeownership rates for young people
contribute to their lower accumulated
wealth. (??*) The tighter mortgage conditions (e.q.
higher required loan-to-value and loan-to-income
ratios) that were introduced after the 2008-2009
financial crisis pose an obstacle to today’s young
people in getting a mortgage compared to earlier
cohorts. (%°) That missing housing wealth does not
seem to be fully compensated with higher financial
wealth for younger households. (22°) The difficulties for
young people in accessing the housing market due to
increasing house prices, as well as lower and more
volatile labour and disposable income, means that
they tend to postpone their decision to leave the
parental home or start their own family compared to
the older generations. (%) This could also imply a later
start of wealth accumulation compared to earlier
cohorts. Wealth has become more unequally
distributed among young adults in recent years. (?%8)
While downward mobility remains less likely, it is now
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Laeven and Popov (2016).

European Central Bank (ECB) data.
Paz-Pardo (2021); Paz-Pardo (2022).
Whitehead and Williams (2017).
Paz-Pardo (2022).

Laeven and Popov (2016).

Dewilde and Flynn (2021).
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Chart 4.10
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Differences in characteristics of young workers explain little of the gender pay gap at EU level

Gender pay gap adjustments for characteristics of people aged 25-29, 2018

m Explained GPG

Note:

Unexplained GPG

= Unadjusted GPG

The unadjusted gender pay gap refers to the percentage difference in gross hourly pay of young women and men before adjusting for the average differences in their

characteristics. The explained gender pay gap refers to percentage difference in hourly pay of women and men due to differences in their average characteristics, while the
unexplained pay gap captures pay differences that remain after adjusting for the characteristics of women and men.

Source: Eurostat calculations, based on 2018 structure of eamings survey (SES) data.
Click here to download chart.

more difficult for young people — especially those with
a disadvantaged socioeconomic background — to enter
the middle class, for which homeownership is a
traditional characteristic. (%*°)

Housing policies might alleviate the difficulties
associated with own household formation and
homeownership for young people. (**°) Young
people tend to leave the parental home earlier in
countries that have high mortgage debt, high levels of
social rented housing, tax relief for ownership, low
buyers' transaction costs and high residential mobility.
Some European countries offer support to young first-
time buyers with a mortgage deposit, in the form of
State guarantees, interest subsidies, or grants and
savings schemes. (*)

5. GENDER PAY GAP

Gender inequalities in workers’ pay are a
widespread, persistent feature of the EU labour
market. (**2) Women account for slightly more than
one-third of overall earnings from work in the EU. Both
their average monthly and hourly salaries tend to be
lower than those of men, regardless of differences in
personal characteristics and work settings. Women
tend to earn less even at early stages of their
professional careers, with pay differences growing as
their careers progress. Such inequalities can be
measured in a number of ways. In the EU, this is often
done through the gender pay gap indicator, which
compares the gross hourly earnings of women and
men at work. (*%)

OECD (2019).
Flynn (2019).
OECD (2019).
EIGE (2019); EIGE (2021).

More specifically, the gender pay gap is defined as the
difference between average gross hourly earmnings of male and
female employees as a percentage of male gross earnings
(definition used in the Social Scoreboard of the European Pillar
of Social Rights).
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A diverse range of factors contribute to the
gender pay gap, with the weight of individual
factors often changing with age. (***) Some can be
important on entry into the labour market, including
gender segregation in educational fields, occupations
and economic activities, opaque wage structures,
undervaluation of women’s work, differences in wage
bargaining attitudes, and various forms of gender
stereotyping and discrimination. Others become
important later on, such as the disproportionate share
of caring responsibilities shouldered by women, their
underrepresentation in senior positions, and their
overrepresentation in part-time work. This section
presents key findings from a recent analysis that
adjusts the gender pay gap among young people (aged
25-29) (**) for differences in average characteristics
of women and men. (%)

The gender pay gap for young workers was 7.2%
in the EU in 2018, around half of the pay gap for
the overall population. The size of the gender pay
gap among young people varied considerably by
country. While young men earned at least 12% more
per hour than young women in Bulgaria, Estonia,
Latvia and Slovakia, young women had higher hourly
pay in the Netherlands (by 1.5%), Greece (3.5%), and
Luxembourg (8.6%).

At EU level, only a small proportion of the
gender pay gap among young workers results
from differences in characteristics of women
and men (ie. gender differences in educational
achievement, occupational choices, job experience,
type of employment contract, working time, field of
economic activity, and employer characteristics).
Adjusting for differences in worker characteristics only
accounts for around 0.5 pp of the 7.2% gender pay
gap among young workers. This is a much lower
proportion than for the overall population, where

(>%) EIGE (2021); Eurostat (2022).
(*) In this section, young people are those aged 25-29.
(**%) European Commission (2022b).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.10.xlsx
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Chart 411

Young men earn more because they work in higher-paid economic activities;, young women earn more because they

are better educated
Decomposition of the explained gender pay gap for people aged 25-29, 2018

H Education Occupation Working time

Source: Eurostat calculations, based on 2018 SES data.
Click here to download chart.

roughly one-fifth of the gap is explained by such
adjustment. (%*7) Nevertheless, differences in
characteristics of young workers explain a sizeable
proportion of the gender pay gap in several Member
States, accounting for more than 5 pp of the gap in
Luxembourg, Denmark, Ireland, France, Austria and
Portugal (Chart 4.10).

The low proportion of the explained pay gap
hides certain differences in the characteristics
of young women and men that lead to sizeable
gender differences in pay, but operate in different
directions. At EU level, 3.2 pp of the gender pay gap
results from young men working more often in fields
of economic activity with higher hourly pay than
women (see Chapter 3 on gender gaps in digital
intensity of work and gender segregation in science,
technology, engineering and mathematical
occupations). This is roughly similar to the effect
observed in the overall population (3.7 pp), ()
suggesting that segregation in fields of economic
activity plays an important role right from the start of
women’s and men'’s careers (Chart 4.11). This is in line
with findings from other studies, which highlighted
that career aspirations and choices of educational
fields differ strongly by gender, even prior to entering
the labour market. (**®) Segregation in fields of
economic activity contributes to a higher gender pay
gap in all Member States except Ireland, Greece,
Cyprus, Luxembourg and the Netherlands.

Differences in educational attainment favour
young women’s hourly pay compared to that of
men. In the absence of effects of other factors, the
higher average educational attainment of women
would result in women earning 2.5% more per hour
than men at EU level. The effect is stronger than for
the overall population, where women would earn 1%
more than men based solely on differences in average
educational attainment. (*°) This reflects longer-term

237) Eurostat (2022).

Eurostat (2022).
For example, McNally (2020); EIGE (2018).
Eurostat (2022).
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M Private/public control ~ mOther = Explained GPG

trends in education, with higher rates in tertiary
education and lower early school leaving rates for
young women compared to young men. The
differences in educational attainment reduce the
gender pay gap in all Member States except Belgium.

The role of other characteristics in explaining
the gender pay gap for young people is more
ambiguous. At EU level, occupational differences
between young people would, in the absence of effects
of other factors, result in slightly higher hourly pay for
women (by 0.8%). In fact, occupational differences
reduce the gender pay gap by 1 pp or more among
young people in 17 Member States. In Austria, Cyprus,
France, Ireland, the Netherlands and Sweden, such
differences increase the gender pay gap by 1pp or
more, contributing to higher pay for young men. A
similarly mixed pattern can be observed for the
population overall. Other characteristics, such as
working part-time, working in a private or public
enterprise, work experience, type of employment
contract, enterprise size, and geographical location of
enterprise, only apply in a limited number of countries
or play a limited role in explaining the gender pay
differences for young workers and for the overall
population.

6. INEQUALITY OF OPPORTUNITY

Although income inequality did not rise
substantially during the COVID-19 crisis, the
pandemic has exposed many other challenges
and inequalities in education, household wealth
and access to services. (**!) Inequalities in current
outcomes (such as earnings and income) may be
traced back to inequality in opportunities available in
early childhood. These opportunities may refer to
different experiences of household wealth, education
opportunities and access to services in early childhood.
If the EU is to achieve long-term sustainability and
inclusiveness in the post-COVID-19 recovery, specific
groups must not be exposed to disadvantaged

(**Y) European Commission (2021).
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Box 4.2: Inequality of opportunity — methods and data

Inequality in a specific outcome can be empirically distinguished between those inequalities linked to
effort or choice versus those inequalities linked to initial conditions or early circumstances acquired at
birth or young age. (}) In line with previous studies, (?) the circumstances analysed are: parental background
(parental education and occupation), gender, place of birth, and family composition in early age. The main
methodological challenge is to quantify the part of income inequality attributable to these external circumstances.
Studies propose different approaches and methodologies to measure the degree of inequality of opportunity in
different dimensions of well-being. (%)

In the following analysis, income is hypothesised to be exclusively determined by circumstances and
effort, assuming that all individuals have the same circumstances and thus can obtain the same income level with
the same effort. Empirically, inequality of opportunity can be assessed as the inequality in the distribution of income
if it was uniquely determined by these circumstances. This requires a suitable counterfactual distribution, Y(C).

The counterfactual distribution is obtained parametrically from OLS estimates of income over the exogenous
circumstances acquired at birth that are known to determine income levels:
Yi=BCi+ei.

Inequality of opportunity is measured as the inequality measure /(Y(C)) applied to the distribution of the predicted
values ¥;, where ¥; = C;. The indicator of inequality of opportunity is then considered the inequality associated with
this counterfactual distribution. This is known as an ‘absolute’ indicator of inequality of opportunity.

In the following analysis, the inequality indices used are: the Gini coefficient and the mean log deviation
(MLD), the latter satisfying desirable decomposition properties. The data are from EU-SILC ad hoc modules on the
intergenerational transmission of disadvantage, available for 2005, 2011 and 2019.

The general analysis is carried out for the overall population (aged 25-60) on disposable income, while
the focus on inequality of opportunities among full-time young workers (aged 25-30) is carried out on
labour income to emphasise how the labour market remunerates young workers’ circumstances differently.

There are two caveats: the effect of these circumstances on income is modelled as linear and
additive, () and the selection of circumstances depends on data availability (EU-SILC user database) and is
far from exhaustive. Other traits acquired in young age for which data are not available also determine future
income capacity. The indicator of absolute inequality of opportunity should therefore be understood as a lower

bound of true inequality of opportunity.

Roemer (1998).

Checchi et al. (2016).
Fleurbaey and Peragine (2013).
Niehues and Peichl (2014).

N

conditions and opportunities, nor should individual
characteristics acquired at birth be allowed to
determine future outcomes.

Current inequalities may be regarded as unfair if
they stem from external circumstances. (**?) For
example, income inequalities linked to parental
background, gender and country of birth deviate from
the principle of merit, as they depend on
circumstances outside individual control. Indicators of
inequality of opportunity assess the extent to which
these circumstances produce unequal distributions of
earnings or income. It is noteworthy that some
circumstances influencing current income inequality
(e.g. parental background) fundamentally affect the
upbringing of individuals and have long-lasting effects
(see Chapter 5 on the impact of parental background
on the participation of children in early childhood

(%%?) Conversely, inequalities are more acceptable where they are
the result of individual effort or choice.
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education and care (ECEQ)). (**3) However, the extent to
which these circumstances produce unequal incomes
depends on a wide set of more recent policies, both
pre-market and post-market. The role of each of these
circumstances can be assessed separately, allowing
the analysis to contextualise specific policies and shed
light on their degree of success in reducing overall
inequality of opportunity. (2*4)

The vrole of external circumstances in
determining unequal outcomes has remained
fairly constant in Member States with low

(**) For policy purposes, indicators of inequality of opportunity can
also address intergenerational aspects by focusing on current
inequalities among children. Recent indicators of inequality of
opportunity adopted by the Indicators’ Subgroup of the Social
Protection Committee include the gap in the child at-risk-of-
poverty rate or the percentage of PISA low achievers for 15-
year-olds by parental socioeconomic characteristics.

(244

For example, if the effect of gender in determining unequal
incomes declined over time, it could be related to female-
friendly labour market policies, etc.


https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=197
https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=197
https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=196
https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=196

Employment and Social Developments in Europe 2022

inequality of opportunity. The indicator of
inequality of opportunity summarises the level of
inequality in disposable incomes if they were
determined only by gender, parental background,
country of origin and family composition. As the
indicator of inequality of opportunity is calculated as
the MLD, the higher its value, the higher the measured
inequality of opportunity. The Nordic countries,
Germany, Austria, France, Czechia and Slovakia are
characterised by low inequality of opportunity
(indicator close to zero). In other words, gender,
parental background and country of birth do not
contribute to large inequalities in disposable income in
those Member States. In general, inequality of
opportunity in the EU seemed to remain constant
between 2005 and 2019, except in Sweden. Previous
research correlates the reduced impact of these
circumstances, especially family background and
country of birth, with education expenditure
(particularly pre-primary education expenditure), which
can be effective for pre-market outcomes. (**°) Once
individuals enter the labour market, (>4¢) other factors
such as labour policies and institutions may contribute
to mitigating inequality of opportunity.

Member States with a high inequality of
opportunity display heterogeneous trends. Unlike
low inequality of opportunity countries, those countries
where circumstances determine high inequality in
disposable income in 2005 show quite distinct
patterns. Portugal, Belgium, the Baltic countries,
Ireland and Poland all reduced their inequality of
opportunity between 2005 and 2019 (Chart 4.12). By
contrast, countries above the 45° (green dashed) line —
some southern European countries, Sweden and
Luxembourg — had higher inequality of opportunity in
2019 than in 2005, with these circumstances
determining more unequal income distributions over
time.

Inequality of opportunity changed substantially
between 2005 and 2011 for countries with high
inequality. While the indicator of inequality of
opportunity does not indicate radical changes for the
2011-2019 period (except for an increase in Romania
and Sweden), it shows different trends across EU
countries after the 2008-2009 financial crisis (Chart
4.13). More specifically, an increase in the indicator
materialised after the 2009 crisis in Spain, Greece and
Luxembourg. This implies a larger impact of external
circumstances in determining income inequality in
those countries. Similarly, during that same period, the
indicator improved for some Baltic countries, Portugal
and Belgium. This suggests that periods of economic
recession seem to prompt larger changes in inequality
of opportunities, at least in high inequality of
opportunity countries. Deteriorations or improvements
in the indicator are clearly linked to policy action to
mitigate the role of gender, parental background and

(?*) Checchi et al. (2016).

(%) Integration in the labour market is also dependent on the same
set of circumstances.
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country of origin in shaping inequality. At first glance,
however, the worsening of the indicator of inequality
of opportunity in Greece and Spain, and partially in
Italy and Austria, seems to suggest that recessions
have a negative impact.

Chart 4.12
Where inequality of opportunity was low in 2005, it
remained generally low in 2019
Indicator of inequality of opportunity (absolute), 2005 and 2019
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Note:  The indicator of inequality of opportunity is the MLD of the estimated distribution
of household disposable income as determined by external circumstances:
gender, parental occupation, parental education, country of birth and family
composition. 2005 data not available for Bulgaria, Romania and Croatia.
DG EMPL and external collaborators' calculations, based on EU-SILC 2019 users'
database from ad -hoc module on “intergenerational transmission of
disadvanatages, household composition and evolutions of income™ and EU-SILC
2005 ad -hoc module on “intergenerational transmission of poverty”.

Source:

Click here to download chart.

Parental background is a key factor in
determining inequality of opportunity. Parental
background, especially parental education, is the
principal circumstance that triggers inequalities in
household income in the EU. The combined role of
parental education and occupation explained 75% of
the overall inequality of opportunity indicator in the EU
in 2019 (Chart 4.14).(**) This clearly reflects the
likelihood that high-education and high-occupation
parents have better capacity to assist their children in
their educational paths and can positively influence
their future outcomes (see Chapter 5 on the impact of
parental background on the participation of children in
ECEC). However, the impact of parental background on
income inequality differs from country to country. On
average, it is lower in countries with lower NEET rates,
possibly due to more effective labour market policies
that facilitate the integration of young people into the
labour market. The premium of being born in the
country of residence or in the EU versus those born in
non-EU countries appears larger in those countries
where the share of migrant population is larger, such
as Austria, Sweden, Denmark and Spain. (2%8)

(**7) Among the circumstances available from the EU-SILC for this
analysis, i.e. gender, parental education, parental occupation,
country of birth and family composition.

(*) Given that birthplace only distinguishes between native and
non-native, this result captures the composition effect of the
migrant population, which differs across the Member States.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.12.xlsx
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Inequality of opportunity changed in a number of countries after the last financial crisis

Indicator of inequality of opportunity (absolute), 2005, 2011 and 2019
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The indicator of inequality of opportunity is the MLD of the estimated distribution of household disposable income as determined by external circumstances: gender, parental

occupation, parental education, country of birth and family composition. 2005 data not available for Bulgaria, Romania and Croatia.

Source: DM EMPL and external collaborators' calculations, based on EU-SILC 2005, 2011 and 2019 ad -hoc modules on intergenerational transmission of disadvantages.

Click here to download chart.

Inequality of opportunity among young workers
shows considerable heterogeneity across
countries. A focus on the extent to which
circumstances determine labour income inequalities
for young workers (aged 25-30) show a country
ranking for 2019 that is relatively similar to that
observed for the overall population. (*°) Circumstances
result in @ more unequal labour income distribution in
some eastern European countries (Hungary, Bulgaria,
Latvia and Lithuania), while they have less influence
on the labour income distribution of young people in
the Netherlands, Slovakia, Finland and France.

Parental education and gender are crucial
circumstances in determining labour income
inequality among young people. Their relative
contribution stood at over 30% and 20%, respectively,
of the overall circumstances considered conducive to
labour income inequality across the EU in 2019 (Table
4.1). The role of these circumstances varied over time.
While the impact of gender and country of birth
seemed to decrease between 2005 and 2019 (by
3.2 pp and 0.9 pp, respectively), being born into a high-
education household became even more prominent in
determining labour income inequalities in 2019 (by
4.0 pp). The risk is that in post-crisis years, inequalities
in labour income for young workers may be influenced
to an even greater extent by their parental
background. That was evident after the 2008-2009
financial crisis, with tertiary education and better
networks more accessible to young people with high-
education and high-occupation parents. The role of
gender declined between 2005 and 2011, but

(*) The two figures of inequality of opportunity for the overall
population (aged 25-60) and young workers (aged 25-30) are
not immediately comparable. In the former case, inequality of
opportunity is calculated on household disposable income,
while for young workers it is calculated on individual labour
income. Individual labour income is preferred to household
disposable income for the analysis of young people due to data
limitations (the sample of households headed by people aged
25-30 is too thin) and shifting focus, i.e. for the young
population that has just entered the labour market, it is
relevant to assess how the labour market remunerates
circumstances before tax-benefit intervention.

appeared to rise again in the wake of the financial
crisis (2011-2019). ()

Table 4.1

Parental education and gender are crucial circumstances
in determining labour income inequality for young
people but their role has changed over time

Average contribution of each circumstance (%) and variation over time for inequality of

opportunity in gross labour income across young individuals, aged 25-30, working full-
time, at EU level

Average Country Parental Parental Family
e Gender A ) ) L
contribution of birth education occupation composition
2005 268% 8.9% 31.5% 19.1% 13.3%
2011 173% 9.5% 31.2% 25.8% 14.2%
2019 236% 8.0% 35.6% 19.0% 13.8%
Average Gender Country Parental Parental Family
change (pp) of birth education occupation composition
2005-2019 -3.2 -0.9 40 -0.1 06
2005-2011 -95 06 -03 6.7 09
2011-2019 63 -15 43 -6.8 -0.3
Note:  The indicator of inequality of opportunity is the MLD of the estimated distribution

of individual labour income of young workers (working full-time, aged 25-30)
determined by external circumstances: gender, parental occupation, parental
education, country of birth and family composition. 2005 data for available for
Bulgaria, Romania and Croatia.

Source: DG EMPL and external collaborators' calculations, based on EU-SILC 2005, 2011
and 2019 ad -hoc modules on intergenerational transmission of disadvantages.

Click here to download table.

(%) The increasing role of gender as a circumstance conducive to
labour income inequality among young people may depend on
female participation rates. In the first period analysed (2005-
2011), young women in low-paid jobs may have become
inactive or unemployed, exiting the sample of young workers
and potentially reducing the role of gender as a predictor of
labour income inequality.
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Chart 4.14

Parental background is a key factor determining inequality of opportunities
Indicator of inequality of opportunity (absolute): relative contribution of circumstances. 2005, 2011 and 2019
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The indicator of inequality of opportunity is the MLD of the estimated distribution of household disposable income determined by external circumstances: gender, parental

occupation, parental education, country of birth and family composition. 2005 data not available for Bulgaria, Romania and Croatia.
Source: DG EMPL and external collaborators' calculations, based on EU-SILC 2005, 2011 and 2019 ad -hoc modules on intergenerational transmission of disadvantages.

Click here to download chart.

7. CONCLUSIONS

This chapter examined the living conditions of
young people in the EU, with a focus on income
as a key determinant. Prior to the COVID-19 crisis,
the disposable income of young individuals had
decreased more strongly than that of the overall
population, with young people more dependent on
benefits. The decrease in the share of young
individuals’ disposable income in total disposable
income was largely driven by a drop in the number of
young people rather than a lower mean income ratio
among young people. The large-scale income support
measures adopted during the pandemic successfully
cushioned the negative effect on young people’s
disposable income and had a relatively larger impact
for young people than for the overall population. As a
result, the share of young people’s disposable income
in total disposable income remained relatively stable
in 2020.

Immediately prior to the COVID-19 crisis, labour
income volatility was significantly higher for
young people than for other workers. This likely
reflected increasing transitions out of employment into
training and education, as well as growing labour
market instability. Households headed by young people
were subject to higher rates of episodic poverty, infra-
annual poverty and chronic poverty, although with
marked differences across Member States. Young
people are more vulnerable in times of economic
distress, as their coping strategy is to rely more on
their family and friends, with limited options to draw
on their own existing savings. Ensuring smooth
transitions and guaranteeing predictable income flows
are particularly relevant in the current recovery phase,
which is characterised by higher economic reallocation
and changing employment patterns. Accordingly, the
European Parliament has called for the fair
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remuneration of internships, traineeships and

apprenticeships in the EU labour market. (%°1)

Higher income inequality and volatility explain
the biggest part of the decrease in
homeownership rates among young people. Their
ability to afford housing and accumulate wealth has
worsened in the context of increasing house prices,
with housing costs imposing a disproportionate burden
on young people. Intergenerational differences have
been further exacerbated by the tighter mortgage
conditions that were introduced after the 2008-2009
financial crisis. Although some Member States provide
tax-benefit incentives to leave the parental household
and offer support to acquire a first home, more
targeted measures are needed to facilitate young
people to move out of the parental household and
purchase their own home, especially for those with
disadvantaged socioeconomic backgrounds.

Gender inequalities in pay emerge at early
stages of people’s careers. In the EU labour market,
young women face a 7.2% unadjusted gender pay gap
at the start of their professional careers, which
amounts to approximately half of the pay gap among
all  workers. Differences in average worker
characteristics only account for a marginal share of
the pay gap at EU level, although the situation varies
considerably from country to country. The low
proportion of the explained pay gap obscures certain
differences: young men tend to earn more because
they work in higher-paid economic activities, whereas
young women tend to earn more because they are
better educated. The importance of taking the needs
of young women into account when addressing the
gender gap has been highlighted by the European
Parliament Resolution on the Youth Guarantee (**?)
and the recent Commission proposal for a Directive to

(1) European Parliament Resolution of 8 October 2020 on the
Youth Guarantee (2020/2764(RSP)) available here.

(*?) European Parliament Resolution of 8 October 2020 on the
Youth Guarantee (2020/2764(RSP)) available

here.https://www.europarl.europa.eu/doceo/documen
t/TA-9-2022-0045_EN.html


https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2021.395.01.0101.01.ENG
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2021.395.01.0101.01.ENG
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0045_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0045_EN.html
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.14.xlsx

strengthen the application of the principle of equal pay
for equal work. (**®) The Council has also drawn
attention to called for the need to integrate positive
actions and targeted measures to tackle poverty and
promote social inclusion of women at risk of poverty
and discrimination, notably young women, women
NEETs and women from marginalised groups. (°4)

Inequalities of opportunity refer to
circumstances acquired at birth or at a young
age and for which the individual has neither
responsibility nor control. Being a woman, being
born in a non-EU country, or growing up in a low-
income household should not influence an individual’'s
position in income distribution, yet the reality shows
that these factors influence inequality. Recent
evidence shows that circumstances outside individual
control determined larger inequality after the last
financial crisis (in 2011) compared to 2005. The
indicator of inequality of opportunity remained stable
in 2019, albeit with strong heterogeneity across
countries. This reflects the opportunity for public
policies to counter the negative impact of external
circumstances in  determining people’s income
capacity. Parental background requires particular
attention, as it is the main driver of inequality of
opportunity. This is all the more important in the post-
COVID-19 recovery period, which risks an increase in
inequality of opportunities in countries with high
inequality, as experienced after the last financial crisis.

(%*3) Proposal for a Directive of the European Parliament and of the
Council to strengthen the application of the principle of equal
pay for equal work or work of equal value between men and
women through pay transparency and enforcement
mechanisms (COM/2021/93 final) available here.

Council Conclusions of 8 December 2016 on Women and
Poverty available here; Council Conclusions of 3 March 2017 on
Enhancing the Skills of Women and Men in the EU Labour
Market available here.
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CHAPTER 5

1. INTRODUCTION (%°°)

Education in early childhood and adolescence is
a key enabler for active participation in society
and in the labour market. There is a wealth of
evidence that educational and labour market prospects
— as well as broader interests and aspirations — begin
to be shaped from early childhood. Attending high-
quality early childhood education and care (ECEC) and
subsequent school education is often linked to better
educational and socio-behavioural outcomes later in
life, and thus to better social integration, employment
and earning prospects. Conversely, missing out on such
education is at the root of many socioeconomic
inequalities evident in the labour market and beyond.
More broadly, education is a key determinant of
economic growth, as it underpins labour productivity,
the innovative capacities of the economy, and the
supply of relevant skills for the labour market. This is
increasingly important in light of the green and digital
transitions.

This chapter considers some of the current
developments in ECEC and school education and
assesses their longer-term socioeconomic
consequences. It analyses the physical school
closures during the COVID-19 pandemic, examines the
scale and depth of those closures across the Member
States, the resulting learning loss, and potential
longer-term labour market consequences. While other
impacts of school closures, such as effects on young
people’s mental health, received considerable
attention, their analysis goes beyond the scope of this
report. Similarly, closures of tertiary education

(%) This chapter was written by Jakub Caisl, Tobias Haepp, Chiara
Petrone and Markus Schwabe.
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institutions are not considered, as tertiary education is
typically less centralised than school education,
leading to a larger variation in
governmental/institutional responses to the COVID-19
pandemic. Different policy responses, such as online
learning, may be entirely suitable to mitigate learning
loss among tertiary education students but less so for
very young children and adolescents. This makes it
more challenging to present an overall picture of
learning loss among students in tertiary education,
especially since data on learning outcomes tend to be
more fragmented. (*°)

The chapter then explores participation in ECEC
among young children from different
socioeconomic groups. It identifies several key
determinants influencing observed differences in
participation, considers the implications of ECEC
participation for educational achievement and
employability later in life, and provides a preliminary
assessment of the impacts of ECEC closures on
participation and learning achievement. The analysis
focuses on those groups of children defined as ‘in
need’, in line with the European Child Guarantee — the
Council recommendation adopted in June 2021 to
prevent and combat social exclusion by guaranteeing
children’s access to a set of key services, including
ECEC. The chapter highlights where efforts to
guarantee ECEC access will be particularly important
so as to avoid transferring socioeconomic
disadvantage from one generation to the next.

(%) For example, there are no uniform national level exams to
examine learning progress for all university students in a
comparable way.
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2. EDUCATION WAS SEVERELY AFFECTED
BY COVID-19

2.1. School closures during the COVID-19
pandemic

Following the outbreak of the COVID-19
pandemic in early 2020, more than 60 million
students in the EU were temporarily sent home
when schools were fully closed as part of the
policy response to limit the spread of COVID-19 (Chart
5.1). The share of students affected by full school
closures varied over time, in line with the cyclical
pattern of the pandemic, with more than 90% of
students sent home during the first wave in spring
2020. Subsequent waves saw lower shares of
students affected, peaking at around 35% in January
2021. However, many schools also operated at limited
capacity during various successive lockdowns. In April
2021, for example, around two-thirds of students
attended schools that were only partially opened.

During the first wave of the pandemic in 2020,
schools in the EU-27 were fully open for physical
attendance for only one-third of their regular
instruction periods. Closures were particularly
common during March and April 2020, where only a
small share of schools remained fully open (Chart 5.2).
In the 2020-2021 school year, the share of time for
which schools were fully open increased to almost half
of the regular instruction period. In several Member
States (Croatia, France and Spain), schools were fully
open for more than 90% of the 2020-2021 school
year. By contrast, school closures remained frequent
during this period in a number of countries - schools
were fully open for 12% or less of instructional time in
Latvia, Lithuania and Bulgaria. According to the Oxford
Chart 5.1

Policy Response Tracker, (**7) it appears that the
variation in the duration of school closures across
Member States was affected by several factors: 1) the
intensity of the pandemic at a given location in time;
2) the overall level of policy response to the objective
realities of the pandemic at a given location in time;
and 3) an evaluation/debate on the importance of
keeping (different levels of) schools open vis-a-vis
other containment measures.

Most children took part in various forms of
distance and hybrid learning during school
closures. (?°®) Across the OECD, over 90% of member
countries reported providing at least some form of
online learning in primary and secondary education
during the pandemic. (%*°) This was typically delivered
using online tools and platforms, with students
continuing their school curriculum at home. (%%°) Many
countries also continued to offer emergency in-person
education and care services for the children of
essential workers (e.g. health professionals, shop
assistants, transport workers) and children of parents
who had difficulty looking after them at home during
regular school hours. (25%)

257) Oxford Policy Response COVID-19 tracker available here.

=)

(%) UNESCO (2021a).
(%) OECD (2021b).
(**?)
(**1)

20) |bid.
Ibid.
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Highest numbers of students were affected by school closures during the first COVID-19 wave in spring 2020

Share of students affected by school closures, EU-27, 2020 and 2021
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Share of schools remaining open increased during successive COVID-19 waves
Trends in shares of students affected by school closures, loss of in-person instruction time between 2019/2020 and 2020/2021 school year
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The effectiveness of distance learning depends
on a variety of factors, such as student age,
preparedness, and physical learning environment,
including the availability of digital devices and reliable
internet connection. (%%?) It also depends on students’
general well-being or degree of physical stress and
anxiety. Finally, it is affected by school-specific and
teacher-specific factors, such as training for distance
learning and the availability of online learning
tools. (%5°) The KiDiCoTi project (%*%), carried out in 11
Member States, Norway and Switzerland, found
substantial variation between countries’ remote
teaching practices. These varied in terms of the
frequency of student-teacher interaction and
videoconferences, as well as student age, type of
school, teachers’ digital competence, workload, and
organisation of remote schooling at home. ()
Broader variations in the progress of digitalisation
across (and within) EU countries were also likely to be
important in this context. (?%¢)

General evidence suggests that online learning is
less effective than face-to-face teaching (**’)
and access or use of digital technologies does not
necessarily lead to better student outcomes. (%%8)

(262

The availability of a reliable internet connection may be a
particular issue in some remote rural areas, which poses
additional challenges in delivering online learning there.

UNESCO (2021b).
JRC project - Kids’ Digital lives in Corona times.
Cachia et al. (2021).

For example, the DESI developed by the European Commission,
available here.

J-PAL Evidence Review (2019).
Escueta et al. (2017).
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Teachers and students are not always prepared for
ICT-based teaching and learning, with the OECD’s
Teaching and Learning International Survey (TALIS)
and Programme for International Student Assessment
(PISA) (?%°) studies showing considerable discrepancies
in ICT preparedness across countries. (¥°) For example,
more than 75% of school principals participating in
PISA 2018 in Denmark, Sweden, Finland and Slovenia
reported that an effective online learning support
platform was available, compared to less than 40% in
Greece, Germany, Romania and Luxembourg. In
addition, educational priorities shifted during periods
of school closures, with some countries’ focusing on
certain areas of the curriculum or skills, and others
seeking to maintain students’ learning engagement
and motivation. (*71)

(%) A measure of proficiency of students in different learning
domains developed by the OECD.

(?7°) OECD (2020a); OECD (2020b).
(?’Y) Thorn and Vincent-Lancrin (2021).
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Box 5.1: Challenges in quantifying learning loss

Quantifying the real extent of learning loss is difficult due to a lack of data. While many online surveys
were conducted during the COVID-19 pandemic, these data sources are generally not representative of the full
student population and lack information on learning progress. Data from educational achievement surveys that are
used for education monitoring are not sufficiently timely — the planned collection of PISA data in 2021 was
postponed to 2022, for example. The most reliable data for quantifying learning loss are administrative country-
specific data, which are available for a number of countries that monitor education outcomes regularly. These data
allow comparisons of educational outcomes before and after the pandemic. They do not, however, allow for a
comparative analysis of students across Member States.

Comparisons of student performance before and after school closures is made more difficult by
changes in examination content. Many countries adjusted to potential learning loss during the COVID-19
pandemic by reducing the content of examinations. In France, for example, students who took the upper-secondary
school leaving exams in 2020 obtained better results in their final examinations and continuous assessment, but
these improvements were linked to changes in examination content. Similarly, Ireland applied an alternative grading
scheme, while the Netherlands allowed lower and upper secondary students to retake one core subject
examination. (%)

Finally, several methodological limitations complicate the estimation of learning losses. School closures
in each Member State were generally implemented around the same time nationwide and coincided with several
other pandemic effects and associated policy responses. Estimates of learning loss in the majority of the studies are
best viewed as composite effects of the most intense period(s) of the pandemic. Several studies adopted a cohort
approach, comparing a specific cohort before the pandemic to a cohort at the same stage in the education system
during the pandemic. However, this confounds cohort effects, differences in test versions, and composite effects of
the pandemic with the effects of school closures. A methodologically superior approach is to use the test results of a
large group of students who stayed at home during different periods of the pandemic. This would eliminate cohort

effects while still identifying composite effects of the intense periods of the pandemic.

(*) The Economist (2020).

2.2. Extent of learning loss

Given the extent of school closures during the
COVID-19 pandemic, many academics are
expecting significant learning loss among
students. Early modelling studies seem to confirm
this hypothesis, (7?) although their results rely heavily
on a number of simplifying assumptions. For instance,
an early study from the World Bank predicted learning
losses for several scenarios that varied by length of
school closures. (?73) For Europe and Central Asia, the
authors projected that a hypothetical school closure of
six months would result in a 4% drop in PISA
proficiency scores, as well as an increase in the share
of students below minimum proficiency, from 31% to
42%.

While there is no comparable EU-level evidence,
national studies show large variation in the
impacts of school closures on learning progress.
This reflects considerable cross-country variation in
the intensity of the pandemic, length and extent of
school closures, different modes of distance or hybrid
learning adopted, readiness to move towards online
learning (and its efficiency), and also the type, scope
and timing of measures adopted to mitigate learning
loss.

(%72) For example, Blasko et al. (2022).
(?7®) Azevedo et al. (2020).
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Learning losses were identified among students
in a number of countries and subjects, with
standard deviations in learning achievement
ranging from 0.03 to almost 0.3. (?4) The
magnitude of reported learning loss varied
significantly by country, subject, level of education,
and school closure length. The strongest declines were
found in the Flemish region of Belgium, where a nine-
week school closure led to a learning loss of 0.19
standard deviations in mathematics and 0.29 standard
deviations in Dutch among Grade 6 students. Similarly
in Italy, primary school students experienced an
average loss of 0.19 standard deviations in
mathematics. (?7°) A decline in learning outcomes was
also recorded among students in Grades 4-7 in the
Netherlands, with a 0.08 standard deviation learning
loss in mathematics, spelling and reading associated
with an eight-week school closure. (%) Similar
outcomes were found in Germany, where learning
losses reached 0.07 standard deviations in reading
comprehension, 0.09 in operations, and 0.03 in

(*’%) To facilitate comparability across different scoring systems,
studies on learning gains/losses report normalised results in
standard deviations, which is a statistical concept measuring
how much individuals differ from the average value of their
respective group. For example, the OECD calculated that 15-
year-olds participating in the PISA tests in 2015 and 2018
gained 0.2 standard deviations in one school year (OECD,
2021b).

(*7°) Maldonado and De Witte (2020); Contini et al. (2021).
(?®) Engzell et al. (2021).



numeracy for Grade 5 students, following school
closures longer than eight weeks. (*”7) In Switzerland,
primary school students showed more than double the
learning progress in in-person learning compared to
learning achieved during an eight-week school
closure. (¥78)

Other national studies found less conclusive
evidence or no evidence at all of learning loss:

¢ In some cases, learning losses were observed
only for students of certain ages. When
comparing students in Grade 5 and Grade 8 in Italy,
a small increase in reading and mathematics
achievement was recorded for younger students,
but negative effects were found for older
students. (?7°) Similarly in Denmark, students in
Grade 8 suffered a decrease in performance, but
gains were reported for students in Grades 2 and 4
(perhaps due to differences in length of school
closures for these two groups). (28°) In Switzerland,
negative impacts were recorded for primary school
students, but not for secondary school
students. (?8%)

In other cases, there was little evidence of
significant learning loss. In Germany, for
example, no learning loss was found in reading
comprehension or mathematics among Grade 4
and 5 students, when controlling for the social
composition of the school. (*®2) In Sweden — where
schools remained open throughout the pandemic —
there were some negative effects due to increased
absenteeism among children and staff, but these
may be too small to affect grades and test score
performance. (%3)

Several studies focusing more narrowly on
certain aspects of online learning did not
report any learning loss. The general
performance of Dutch secondary school students
remained largely unaffected by school closures, as
did their performance in an online practice tool
implemented as part of the foreign language
curriculum. (*®%) No learning loss was found in
mathematics among Dutch primary school pupils
using adaptive software. (*®°) In fact, these pupils
showed faster progression during school closures

Schult et al. (2021).

Tomasik et al. (2021).

Borgonovi and Ferrara (2022). The absence of negative effects
may have been due to the longer-term focus of this study,
which went beyond the first wave of the pandemic. Notably,
after summer 2020, primary schools in Italy typically remained
open more frequently than secondary schools, potentially
reducing disruption to education for younger pupils.

Birkelund and Karlson (2021).
Tomasik (2021).

Depping et al. (2021).

Ockert (2021).

Van der Velde et al. (2021).

Adaptive practice software for teaching mathematics. The
software was installed on tablets that could be taken home by
pupils and was used throughout school closures.
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and their learning gains outlasted lockdown
measures. (®®) Germany reported some positive
effects linked to the use of online learning
platforms in secondary students’ mathematics
performance. (%)

There may have been some learning recovery
during the second year of the COVID-19
pandemic in countries that recorded learning
losses in 2020. Among Flemish students, learning
losses incurred during the first year of the pandemic in
mathematics, science and social sciences were halted
or reversed during 2021, although additional learning
losses occurred in Dutch and French. (?®8) In France,
results indicated that educational achievement in
2021 returned to pre-pandemic levels, following drops
in achievement during the large-scale school closures
in 2020. (*®9) This may have resulted from changes in
examination content rather than learning recovery (Box
5.1).

The impact of lockdown measures on learning
may have been particularly strong in certain
fields of vocational education. In addition to school
closures, VET students were often affected by closures
and social distancing requirements of enterprises
where the practical part of the combined school-and-
workplace programmes was due to take place. This
could result in cancellation and/or postponement of
substantial parts of workplace-based education, with
negative consequences for students’ learning. The
limitations and closures of workplace-based education
varied strongly by sector. For example, healthcare and
the food industry often continued their vocational
education programmes, whereas lockdowns led to
lengthy interruptions in leisure and tourism. (3*°) As a
result, participation in (certain fields of) vocational
education fell in some countries. In Germany, the
number of new apprenticeships dropped by 9.4% in
2020 compared to 2019 (from about 515 000 to
465 000) and 23% of German companies reported
knowledge transfer gaps in vocational education due
to the pandemic. (**!) The Finnish National Agency for
Education estimated a reduction of 4% in the number
of VET graduates in 2021 compared to the previous
year. (®*) In the Netherlands, VET learners had
difficulties finding internships and the quality of
internships was perceived to have deteriorated. (**3) In
Sweden, study choices shifted away from programmes
with more vocational content, with a notable decline in
the hotel and restaurant sector, the worst-affected
sector during the pandemic. (%)

286

Meeter (2021).

Spitzer and Musslick (2021).

Gambi and De Witte (2021).

Andreu et al. (2022a); Andreu et al. (2022b).
Cedefop (2021a).

Albrecht et al. (2021).

Cedefop (2021b).

Cedefop (2021c).

Aalto et al. (2022).
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Box 5.2: Assumptions underpinning early projections of longer-term economic consequences of
school closures

Extrapolation from pre-pandemic experiences. Available estimates generally assume that school closures

in response to the COVID-19 pandemic have the same impact on labour market outcomes as a reduction in
education for other reasons (e.g. drop out, lack of motivation, teacher strikes). These projections typically use the
pre-pandemic relationship between years of schooling and long-term incomes to predict impacts of school
closures on future incomes. Such assumptions do not take into account many of the offsetting or reinforcing
effects linked to the COVID-19 pandemic, such as learning that took place with the support of parents at home,

or via distance/hybrid learning with teachers.

Generic assumptions across countries. Early projections are often global in scope or focus on modelling

hypothetical outcomes in generic settings. They are not fully tailored to the EU context and even less so to the
context in individual Member States. Some predictions assume a certain duration of school closure (usually a
rather lengthy one, such as several months) when modelling economic impacts. Others apply quite general
assumptions about the impact of years of schooling on future incomes to a large number of countries. Rather
than providing predictions that reflect situations in individual Member States, early projections typically give a
sense of the possible magnitude of impacts of lengthy school closures in an average (high-income) country.

Measures taken to mitigate learning loss are not considered. None of the available projections take into

account the effects of specific measures adopted by Member States to mitigate learning loss in the context of
the COVID-19 pandemic, such as online learning or specific learning support for certain groups of children. The
economic consequences predicted are therefore often of a rather large magnitude, as they reflect the full
unmitigated impacts of lengthy school closures in the absence of any policy action.

2.3. Consequences of learning loss

National research suggests that where learning
loss occurred, it typically exacerbated
educational inequalities stemming from pre-
existing socioeconomic gaps. Minor learning losses
were found among students with a good learning
environment at home, encompassing internet access,
physical space and parental support. (***) Learning
losses were much larger for students from
disadvantaged family backgrounds (**®) and those
without reliable internet access. (*®’) In the
Netherlands, for example, learning losses were 60%
higher among students living in households where
neither parent had achieved qualifications above lower
secondary education level. (?*8) Similarly, a study from
Belgium found a correlation between the extent of the
learning loss and school characteristics, with schools
with  higher shares of disadvantaged student
populations experiencing larger learning losses. (%)
Studies from some other Member States showed
similar patterns. (°°)

Several key factors are likely to influence

children’s vulnerability to learning loss:

o Parental education likely plays an important

role, as parents with lower educational

(%) Agostinelli et al. (2020); Andrew et al. (2020); OECD (2020a).
Dorn et al. (2020a); Maldonado and De Witte (2020).

For example, students living in certain remote rural areas
without good internet coverage.

Engzell et al. (2021).
Maldonado et al. (2020).

Haerlermans et al. (2021); Rose et al. (2021); Schult et al.
(2021).
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achievement may have found it more difficult to
provide their children with adequate learning
support at home during school closures. (3°?)

Certain types of parental employment may
have increased the likelihood of learning loss
because some occupations and work patterns (e.g.
long hours, work outside of home) were difficult to
reconcile with the provision of additional learning
support to children at home. (3%?)

Children living in single-parent households
may have been particularly vulnerable,
especially where single parents were employed and
experienced work-life balance difficulties that
prevented them from providing appropriate
learning support. (3%)

Immigrant status of parents and children
contributed to learning vulnerability, as
parents may have struggled to provide learning
support to their children due to language barriers
or differences in educational systems between
countries. (3**) Migrant and displaced children,
especially refugees and asylum-seekers, were
more vulnerable to educational disruption where
they had limited access to resources necessary for
online learning (e.g. internet, digital tools, quiet
space for learning). (3%°)

(
(
(
(
(

301

302

303

304

305

)
)
)
)
)

Darmody et al. (2021); Walsh et al. (2020).
Andrew et al. (2020); Pensiero et al. (2020).
Bayrakdar and Guveli (2020).

Gonzales and Bonal (2021).

You et al. (2020).



e Children from certain minority ethnic

backgrounds experienced high levels of
educational disadvantage. For example, Roma
children were often unable to participate in online
learning due to poor digital infrastructure and lack
of necessary equipment. Many Roma parents could
provide their children with only limited support in
learning at home because of their low level of
educational attainment (in some cases even
illiteracy). (3°6)

For children with special educational needs
(e.g. autism), it was often particularly
challenging to deal with the disruptions to their
learning routines. (3%7)

Low household income and housing or
material deprivation were likely to
exacerbate learning loss because they were
linked to limited availability of physical (e.g. a
separate room for learning) and digital (e.g. access
to the internet or a computer) resources, which
were essential pre-conditions for good quality
distance learning. (3®®) Poor internet access in
certain remote rural locations was also likely to
contribute to learning loss.

The school environment was important, with
schools that were better funded and equipped able
to provide more effective distance learning than
others. (3%)

Where school closures resulted in learning loss,
substantial economic consequences can emerge
in the absence of policy action. As of May 2022,
the magnitude of such consequences remained highly
uncertain. Several studies have attempted to predict
longer-term  economic consequences of  school
closures via projections using economic models or
through pragmatic, back-of-the-envelope calculations
(Box 5.2). Regardless of the methodology used, all of
these studies rely heavily on simplifying assumptions
and need to be interpreted with caution. Their results
are best understood as a rough indication of the
magnitude of potential impacts of lengthy school
closures in the absence of any measures to mitigate
learning loss:

o Hypothetical modelling of a four-month
school closure shows that it could lead to
income loss of 2.5-4% over the working life
of affected students. (°}°) These results are
based on rule-of-thumb and back-of-the-envelope
calculations for each of the 32 countries covered in
the OECD Survey of Adult Skills. Beyond the
magnitude of potential losses, they reveal

(3°®) European Roma Grassroots Organisations (ERGO) Network
(2020).

(397) Asbury et al. (2020).

(3°8) Bonal and Gonzales (2020).

(*%%) Bonal and Gonzales (2020).

()

310) Hanushek and Woessmann (2020).
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significant cross-country differences in earnings
losses resulting from a four-month school closure.

A hypothetical model of a six-month school
closure predicts losses of around 1% in
average lifetime earnings among primary and
secondary education students. (*!!) The losses
are predicted to be higher for younger children:
experiencing an education closure at the age of six
is predicted to translate into a 1.3% loss in average
life-time earnings, compared to 0.8% for a similar
education closure at the age of 14. The larger
impact for younger children is explained by the way
learning loss at younger ages affects future
decisions: a decrease in human capital
accumulation at a young age is likely to lead to a
lower than optimal investment in human capital in
the future.

A global study carried out by the World Bank
predicts average lifetime earnings losses of
somewhere between EUR 9400 and EUR
40 400 per student in Europe and Central
Asia. (**?) More severe impacts are expected for
certain groups of students, such as girls, students
with ethnic minority backgrounds, and students
with disabilities. The total earning losses incurred
by students in high-income countries could amount
to up to 9% of the current GDP, on average. (1)

2.4. Remedial measures to mitigate learning
loss

Most countries put in place remedial measures
to limit learning loss and the long-term
consequences of school disruption. There are
numerous examples of such measures taken by
Member States. In 2020 and 2021, the Netherlands
announced national programmes for schools to assist
students to reduce the negative impacts of the
pandemic, with proportionally higher investment for
schools with more disadvantaged students. In Ireland,
a COVID-19 Learning and Support Scheme (CLASS)
was put in place to provide additional targeted
teaching support during the 2021/2022 school year
for students most adversely affected in the course of
the pandemic. (3*4) In Slovakia, additional tutoring was
provided to pupils in need. (3'°)

In a recent survey on COVID-19, 76% of
participating Member States reported providing
remedial measures to reduce learning loss at
upper secondary level (Chart 5.3). These included
specific supports for students in upper secondary
grades ending with a national examination (65% of
Member States) and for students in programmes with

(*1) Fuchs-Schuendeln et al. (2020).
(3'?) Azevedo et al. (2020).

)
(G

313) Psacharopoulos et al. (2020).

314) In addition to the food programme run by designated
disadvantaged schools for their students.

(*¥*) European Commission (2021a).
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Chart 5.3

Three-quarters of Member States sought to offset learning loss as a result of COVID-19 school closures
Proportion of Member States adopting remedial measures when schools reopened, by area of focus, upper secondary education, EU, 2020
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Member States surveyed were Austria, Belgium, Czechia, Estonia, Finland, France, Germany, Hungary, Ireland, Latvia, Lithuania, the Netherlands, Poland, Portugal, Slovakia,

Source: OECD/UIS/United Nations Children’s Fund (UNICEF)/World Bank Special Survey on COVID-19, March 2021.

Click here to download chart.

a vocational orientation (53%). In addition, 71% of
countries reported introducing specific measures for
disadvantaged students. More than 60% of Member
States introduced supports for students at risk of early
school leaving or grade repetition, as well as students
unable to access distance learning. Remedial actions
were often preceded by an assessment of the gaps in
student learning (71% of countries).

As yet, little evidence is available on the impact
of remedial measures. Some pre-COVID-19 studies
suggested that remedial measures could be effective
in addressing educational disruption. (*!*) One study
from Italy found a positive impact for online tutoring
during the pandemic for students from families with
lower socioeconomic status. (3'7)

Should remedial measures prove effective, pre-
COVID-19 learning levels could be attained
within several years. Assuming that students can
learn an additional 10% each year compared to an
average school year, the UNESCO Institute of Statistics
(UIS) estimates that pupils in Europe and Northern
America could reach pre-pandemic reading proficiency
trajectories by 2026 at lower primary level, by 2028
for the end of primary level, and by 2029 for the end
of lower secondary education. Assuming a higher
acceleration rate of 20% additional learning, pre-
pandemic levels could be reached as early as 2024
(lower primary) and 2026 (end of primary and end of
lower secondary). (318

(18) UNESCO (2021b); Kaffenberger (2021).
(*'7) Carlana and La Ferrara (2021).
(318) UNESCO (2021a).
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3. INEQUALITIES IN EDUCATION EMERGE
EARLY AND HAVE LONG-TERM
CONSEQUENCES

3.1. Importance of early childhood education
and care

Many of the socioeconomic inequalities observed
throughout the life course have their roots in
early childhood. For example, evidence suggests that
gaps in cognitive skills emerge during this period and
are extremely difficult to close later on in life. (1)
These gaps can often explain important differences in
education and labour market trajectories.

Various factors influence cognitive and
behavioural development in early childhood,
including parental support and care, children’s
attitudes and behaviours, relationships with
peers, and the home and broader environments
in which children grow up. (3%°) Education settings
are an important part of these environments,
particularly the ECEC settings in which the youngest
children learn outside of the home.

Attending ECEC is increasingly associated with
improvements in children’s cognitive skills, their
school-readiness and later academic
achievement, and by extension their employment
prospects. (*2!) This association is by no means
universal however, as it depends on the specific
educational service covered, analytical methods used,
and the way the outcomes are measured. The
available evidence indicates that many of the positive

31%) For a summary, see OECD (2021a) and van Huizen and
Plantenga (2018).

(32°) OECD (2021a); van Huizen and Plantenga (2018).
(*2') OECD (2021a); van Huizen and Plantenga (2018).
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Box 5.3: Determinants of ECEC participation

Age strongly influences children’s participation in ECEC, (}) with older children more likely to attend.
Several studies have established associations between children’s age and the type of care received, with children
aged 0-2 years more likely to be in family home-based care than in formal ECEC. Evidence on child’s gender
affecting childcare decisions is scarce.

Household composition and parental employment, income and education are important determinants of
ECEC participation. The weight of income in determining access to childcare services is well documented, with low
incomes often restricting access to ECEC for disadvantaged groups. Children of educated parents are more likely to
attend formal centre-based care than children of parents with lower educational achievement. The labour market
status of parents also matters, with children of parents in employment - especially of mothers - more likely to
attend. Parents’ ethnicity and immigrant status affect childcare decisions through culturally-based preferences,
differences in neighbourhood availability of childcare, or barriers such as citizenship or a lack of information through
social networks. Household composition has also been linked to ECEC attendance, as it may affect the total cost of
childcare and the availability of care by other household members. The presence of more than one child in the home
is associated with a reduced likelihood of ECEC attendance. Single parenthood correlates positively with formal
childcare participation and lower age of entry into ECEC.

Availability, affordability and accessibility of ECEC, broader frameworks of family policies, and cultural
norms are crucial determinants of attendance in centre-based childcare. Childcare participation is higher in
countries where parents are legally entitled to an ECEC place and where the government guarantees a certain
number of free-of-charge ECEC hours, especially if these rights begin before three years of age. Affordability of
childcare is crucial, as ECEC out-of-pocket costs can prevent children from participating, especially where parents
have to rely on costly private provision. Integrated, high-quality ECEC — demonstrated by a high-quality curriculum,
good educational profile of staff, or adequate child-to-staff ratios, for example (3) — also fosters participation.
Finally, differences in the number of well-paid childcare and family-related leave weeks available to parents
strongly affect ECEC participation, as do cultural beliefs on the type of care that is best for children of certain ages.

)

content/EN/TXT/PDF/?uri=CELEX:32019H0605(01)&rid=4.

This box is based on review of a number of studies, including Unver et al (2021), Wolf et al (2020), European Commission,
/European Education and Culture Executive Agency (EACEA)/Eurydice(2019), Petitclerc et al. (2017), Stahl et al. (2017), Van
Lancker and Ghysels (2016), Zachrisson et al. (2013), Tang et al (2012), Schlanser and Regula (2011), Early and Burchinal
(2001), Pungello and Kurtz-Costes (1999) and Fuller et al. (1996).

For a more comprehensive consideration of ECEC quality, see Council Recommendation on High-Quality Early Childhood
Education and Care Systems from May 2019: https://eur-lex.europa.eu/legal-

effects depend on high quality (322) of the education
and care provided, especially among very young
children. (32*) Poor quality ECEC can have detrimental
effects on children’s development and may lower their
participation in formal childcare.

The positive effects of ECEC are stronger among
children from socioeconomically disadvantaged
backgrounds. (>*) In order to reduce inequalities early
in life, it is crucial to ensure access to ECEC for various
groups of children in need, such as those at risk-of-
poverty or social exclusion, those with a migrant
background or minority ethnic origin, those living in
precarious family situations, or those with disabilities
or mental health issues. However, some of the lowest
ECEC participation rates are found among these

(*22) Aspects of ECEC quality include affordability, inclusiveness,
high-quality workforce with supportive working conditions,
transparent and regular monitoring, and good governance and
funding. For more detail, see the EU Quality Framework for

Early Childhood Education and Care here.
(32%) OECD (2021a) has a summary of evidence; Unver et al. (2021)
has recent empirical evidence in the EU context.

(***) For a summary, see OECD (2021a) and van Huizen and
Plantenga (2018).
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groups of children in need. (3%°) This creates a paradox
whereby those who stand to benefit most, often
participate least. Their low participation is linked to the
circumstances in which children live, the way in which
ECEC is provided and organised, the availability of
other family-related policies, and cultural norms
around childcare (Box 5.3).

Beyond positive implications for children, access
to ECEC leads to improvements in work-life
balance and labour market participation for
parents, especially mothers. It has positive effects
on mothers’ employment as it allows for earlier return
to the labour market following childbirth. (%) Analysis
of the effects on parental employment is beyond the
scope of this report, which focuses only on
consequences of ECEC participation for children
themselves.

The importance of ECEC in reducing inequalities
early in life is high on the EU policy agenda. As
far back as 2002, the Barcelona Objectives set ECEC
participation targets for children of different ages.

(%) For recent evidence on participation of different groups of
children in ECEC, see Unver et al. (2021); Flisi et al. (2019);

European Commission (2020).
(%) EIGE (2021).
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Chart 5.4

Lower ECEC participation among young children at-risk-of-poverty or social exclusion

Proportion of children participating in ECEC, by AROPE status and age group, 2019
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Source: DG EMPL calculations based on EU-SILC micro data.
Click here to download chart.

These targets have been generally achieved at EU
level and a revision is underway to set new targets for
the coming years. More recently, the adoption of the
European Child Guarantee emphasises the need to
ensure free access to key services (including ECEC) for
various groups of children in need. (*3’) Looking ahead,
the 2030 ECEC participation target for children aged
between three and compulsory school age (CSA) is set
at 96% at EU level in the context of the European
Education Area. (%) (3%9)

The following analysis explores ECEC
participation rates among children living in
different socioeconomic circumstances

(particularly those covered by EU-SILC data). It builds
on findings from the 2019 ESDE report, which explored

(**7) In 2019, the European Commission announced the creation of
a European Child Guarantee to ensure that every child in
Europe at-risk-of-poverty or social exclusion has access to the
most basic of rights, such as healthcare and education. The
Guarantee was adopted by the Council in June 2021 and is
available here.

Annex Il to Council Resolution on a strategic framework for
European cooperation in education and training towards the
European Education Area and beyond (2021-2030), available
here.

(328

(329

The Barcelona Objectives and the targets adopted in the
context of the European Education Area are not
interchangeable. The Barcelona targets are based on EU-SILC
and look at formal childcare, whereas the European Education
Area EU-level target is based on UNESCO/OECD/Eurostat (UOE)
joint data collection that looks at early childhood education.
The analysis within this chapter focuses on ECEC participation
based on EU-SILC data (2010-2019), i.e. in line with the
definition used by the Barcelona Objectives.

non-AROPE <<9
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Data presented only for countries where ECEC participation rates for children at-risk-of-poverty or social exclusion (within a given age group) could be calculated based on 50 or

ECEC participation in the context of the Barcelona
Objectives, and expands on it in several ways. Firstly, it
looks at ECEC participation of children living in a
broader range of households, closely following the
groups of children in need considered by the European
Child Guarantee. Secondly, it identifies trends in ECEC
participation by looking at changes since 2010. Thirdly,
it includes econometric analysis to identify key
determinants that drive differences in ECEC
participation across different groups of children.
Finally, it considers the impacts of ECEC closures
during the COVID-19 pandemic on participation and
their longer-term implications. Given the narrow focus
on ECEC participation, the findings should be
interpreted with caution - while attending ECEC can
lead to a range of positive outcomes for children,
these often depend on the quality/intensity of care
provided.

3.2. Participation in ECEC

The participation of children in formal ECEC
grew slightly between 2010 and the outbreak of
the COVID-19 pandemic in 2020, with growth
most pronounced among the youngest children.
At EU level, 29% of children aged 0-2 participated in
ECEC in 2010, increasing to 35% in 2019. Over the
same period, participation of children from the age of
3-CSA rose from 87% to 90%. The Barcelona targets
of 33% participation for children aged 0-2 and 90%
for those aged 3-CSA were therefore met at EU level
by 2019. Despite some evidence of gradual
convergence in ECEC participation across the Member


https://ec.europa.eu/social/main.jsp?catId=1428&langId=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021G0226(01)&from=EN
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap5/Chap5-Chart-5.4.xls
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Lower ECEC participation among children of households experiencing monetary, material and housing difficulties

Proportion of children participating in ECEC, by type of difficulty and age group, EU-27, 2019
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States, (**°) children in some countries were still much

more likely to participate than in others (see
Annex). (**!)
Participation in ECEC is known to vary

considerably according to the socioeconomic
circumstances in which children live, and to
contribute to learning and labour market
inequalities later in life. (**3) The analysis below
uses EU-SILC data to show how ECEC attendance
differs based on several key characteristics of the
households in which children live. These characteristics
can be broadly divided into three groups: monetary
and material means, broader household
characteristics, and parental background. Only those
for which core EU-SILC data are available over longer
periods of time are discussed here. (33%)

At EU level, ECEC participation improved for
children at-risk-of-poverty or social exclusion,
but still fell short compared to participation
among those not at risk. (***) Approximately 27%

(3%9) Eurofound (2019).

(**1) In several central-eastern European countries (Czechia,
Slovakia, Poland, Romania), only a very small proportion of all
children aged 0-2 participated in ECEC. Others such as
Luxembourg, the Netherlands and Denmark saw more than 6 in
10 children of this age group attend ECEC. The variation was
less pronounced for children aged 3-CSA, ranging from 6 in 10
children in Croatia and Poland, to near-universal participation in
Belgium and Spain.

For example, Unver et al. (2021); OECD (2021a).

Some cross-sectional data available only for selected years
may be highly relevant. For example, EU-SILC ad hoc modules
on child deprivation or children’s health could usefully be
explored in future analyses.

The at-risk-of-poverty or social exclusion definition linked to
the Europe 2020 Strategy is used here. Firstly, because the
period over which changes in ECEC participation are analysed
falls under the 2020 Strategy, and secondly, because at-risk-
of-poverty or social exclusion results in the framework of the
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Calculations exclude Malta, where it was not possible to determine children’s age from micro data.

of children at-risk-of-poverty or social exclusion aged
0-2 participated in ECEC in the EU in 2019 (Chart 5.4).
Although this represented an increase of about 11 pp
on 2010, it remained substantially lower than the
participation rate of those not at risk (around 39%).
For those aged 3-CSA, participation grew from 76% to
84% between 2010 and 2019, but again fell short of
the participation rate among those not at risk (around
90%). Participation in ECEC therefore tends to be
lowest among those children who are likely to gain the
most from attending.

ECEC participation was lower for children at-
risk-of-poverty or social exclusion in most
Member States, although it varied considerably
by country. (%) In 2019, this seemed to be the case
for both the youngest children (aged 0-2) and those
closer to CSA, although the patterns were slightly
different. For children aged 0-2, gaps appeared both in
countries with lower shares and with higher shares of
children  at-risk-of-poverty or social exclusion
participating in ECEC. For those closer to CSA, gaps
were almost exclusively in countries where
participation of children at risk was below the EU
average. Irrespective of age, the ECEC participation of
vulnerable children fell short of the Barcelona targets
in many Member States.

ECEC participation gaps depended on children’s
age and the type of difficulty they experienced
(Chart 5.5). In 2019, the participation rate was
particularly low for children aged 0-2 in severe

Europe 2030 targets are computed and published only from
2015.

Geographical variation is likely for other groups of children
experiencing socioeconomic disadvantage, but the data
samples at country level are often too small to yield reliable
figures. The detailed analysis of ECEC participation of various
subgroups of children focuses solely on the EU level.
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Chart 5.6

ECEC participation varies substantially by household composition and parental background

Proportion of children in ECEC, by household characteristics and age group, EU-27, 2019
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Calculations exclude Malta, where it was not possible to determine children’s age from micro data. Households are considered to have low work intensity where adults (aged 18-

59, excluding students aged 18-24) have a working time equal to or less than 20% of their total combined work-time potential. Parental background was considered tertiary where
one or both parents achieved tertiary qualifications. Parental background was considered foreign where one or both parents were originally born in a non-EU country.

Source: DG EMPL calculations based on EU-SILC micro data.
Click here to download chart.

housing deprivation (18%), (**®) a full 20 pp below
their peers (38%). (**’) The youngest children
experiencing severe material deprivation (>*®) or
monetary poverty also participated less often than
those without such difficulties (at around 25% and
over 35%, respectively). For older children (3-CSA)
experiencing difficulties, participation rates were much
higher, and gaps compared to those without
difficulties much smaller. Regardless of age, children
facing poverty and/or deprivation participated in ECEC
considerably more often than 10 years ago, reducing
participation gaps in most cases.

Other household characteristics affected ECEC
participation primarily among children aged 0-2
(Chart 5.6):

e Parental education plays an important role in

ECEC attendance of the youngest children. In
households where at least one parent achieved a
tertiary education qualification, over 40% of 0-2s
participated in ECEC in 2019. Where no parent
achieved such qualifications, only 3 in 10 children
in this age group participated.

(**) Eurostat defines severe housing deprivation as living in a
dwelling which is considered overcrowded, while also exhibiting
at least one of the housing deprivation measures (leaking roof,
no bath/shower and no indoor toilet, or a dwelling considered
too dark).

This is likely to understate the actual difference, as current EU-
SILC data do not cover children experiencing the most severe
housing difficulties, such as homeless children or those living in
institutions.
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Severe material deprivation is defined (at household level) as
the enforced inability to pay for at least four of the following
items: rent, mortgage or utility bills; keep home adequately
warm; unexpected expenses; meat or proteins on regular basis;
holiday; television set; washing machine; car; and telephone.

122

o Children living with their parents and at least
two other siblings were substantially less
likely to attend ECEC in 2019, at 27%, compared
to 38% attendance among children living with both
parents and up to one sibling. Children living with
single parents were the most likely to attend ECEC
— almost half did so. This is likely due to the
increased work-life balance pressure faced by
single parents, for whom it is typically more
difficult to work and take care of children at the
same time. Since 2010, ECEC participation
increased substantially in single-parent households
and two-parent households with fewer than two
children, but not as much in households with three
or more children.

ECEC participation improved rapidly in
households with low working intensity, (**°)
substantially reducing gaps compared to families
with higher work intensities. In 2019, 31% of
children aged 0-2 living in households with low
work intensity attended ECEC, compared to 37% of
those living in households with higher working
hours. In 2010, that difference was much larger
(15%, compared to 27%).

For children closer to school age, there were no
major differences in ECEC participation based on
household composition, work intensity or
parental education. Increases in participation over
time were also less pronounced than among the 0-2
age group.

(**°) Households where the adults (aged 18-59, but excluding
students aged 18-24) worked a working time equal or less than
20% of their total combined work-time potential during the
previous year.
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Parental education and at-risk-of-poverty or social exclusion status increase the probability of ECEC participation
Estimated changes in probability of ECEC participation for different groups of children, estimated via logit regressions, EU-27, 2019

Age group Oto 2

-20% -10% 0% 10% 20% 30% 40% 50%

Child sex*

Parent's country*
Parent's education*
AROPE*

Parent's health
Couple, 3+ children*
Single parent*
Informal care*
Housing deprived
Child 1 yo*

Child 2 yo*

Note:

Age group 3 to CSA

-10%  -5% 0% 5% 10% 15% 20%

Child sex

Parent's country
Parent's education*
AROPE*

Parent's health
Couple, 3+ children
Single parent*
Informal care
Housing deprived
Child 4 yo*

Child 5 yo*

Child 6 yo*

Child sex is defined with female as the reference, parental education is defined with non-tertiary education as the reference, parent’s country of birth is defined with born locally

instead of in a foreign country as the reference, parental health is defined with non-disability as the reference, couple 3+ children and single parents are defined with any other
type of household as the reference, and informal care is defined with no grandparents or childminding care as the reference. The reference age is O for 0-2s and 3 for 3-CSA.
Results are the marginal probabilities of a logit regression, including country fixed effects. Malta and Romania are excluded due to missing values in the data. The asterisk denotes
results with a 5% significance level (the probability of rejecting the null hypothesis of no impact when it is true).

Source: DG EMPL calculations based on EU-SILC micro data.
Click here to download chart.

Other household characteristics (e.g. degree of
urbanisation (**°)) or aspects of parental
background (country of birth, disability) did not
strongly affect ECEC participation, regardless of
children’s age. That may simply reflect the nature of
the data used in this analysis, as EU-SILC is a
household survey. For example, EU-SILC data do not
cover the children of some of the most vulnerable
parents from foreign countries, such as asylum
seekers. These results therefore need to be interpreted
with caution.

A regression analysis considered the impact of
children’s and households’ characteristics
jointly. The added value of such analysis is that it
allows for an assessment of how each characteristic
affects ECEC participation when the effects of other
characteristics are taken into account. It therefore
identifies the key determinants of participation, rather
than simple differences between groups of
children. (**1)

Regression results confirmed that children’s age
is a crucial factor, with older children
participating far more frequently in ECEC

(**°) Degree of urbanisation in EU-SILC micro data distinguishes
between cities (densely populated areas), towns and suburbs
(intermediate density areas) and rural areas (thinly populated
areas). They do not capture rural transport links, for example,
or situation within particular neighbourhoods of a city. Detailed
analysis of spatial inequalities in access to ECEC goes beyond
the scope of this report.

EU-SILC data do not fully cover a range of structural
determinants of ECEC participation (e.g. cross-country variation
in availability, affordability and quality of ECEC provision or
differences in family and care leave policies). These are only
controlled for via inclusion of country dummies, which account
for differences across countries in general, rather than for any
particular structural determinant of ECEC participation. The
regression results should therefore be interpreted with caution,
as they may be biased due to omission of some key variables.
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regardless of other socioeconomic circumstances
(Chart 5.7). The age of children has a highly significant
and positive effect. For instance, within the 0-2 age
group, one-year-olds and two-year-olds are 29% and
41% more likely to attend ECEC than children under
one year of age. The significance of child gender is
more ambiguous, although among the youngest
children, boys seem slightly more likely (3%) to attend
ECEC than girls.

Parental education and at-risk-of-poverty or
social exclusion status are key determinants of
ECEC participation for children of all ages.
Children aged 0-2 and 3-CSA living in households at
risk of poverty or social exclusion are 11% and 6%
less likely, respectively, to attend ECEC than their
counterparts who are not at risk. This suggests that
precarious socioeconomic conditions (poverty, severe
material deprivation, low work intensity of the
household) pose important barriers to ECEC access.
Living in households with parents who do not hold
tertiary qualifications reduces children’s likelihood of
attending ECEC by 7% (0-2s) and 4% (3-CSA). This
confirms findings from the literature that identify
parental education as significant beyond its links to
poverty and social exclusion, for example because it
can affect certain beliefs around the best type of care
for young children. (*4?)

Household composition influences ECEC
participation, with results varying by children’s
age. Among children aged 0-2, ECEC participation is
significantly lower for those with two or more siblings
and for those who receive informal care (e.g. from
grandparents or childminders). This reflects the fact
that informal care tends to be particularly frequent for
younger children and that it is usually the youngest
children in large families who do not participate in

(>*?) Leibowitz et al. (1992).
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ECEC. No significant negative effect of living in large
families or receiving informal care is found for children
aged 3-CSA. Living in a single-parent household
increases the likelihood of ECEC participation for
children of all ages. This is consistent with single
parents’ need to balance work and childcare
commitments without the help of a partner.

Other household and parental characteristics do
not significantly affect ECEC use across age
groups. Neither housing deprivation nor parental
disability status are statistically significant, nor do
they have a consistently negative influence across age
groups. This suggests that housing deprivation is no
longer a significant factor affecting ECEC participation
once at-risk-of-poverty or social exclusion status is
accounted for. Parental country of birth does have a
consistently negative impact on ECEC participation, but
is only statistically significant for children aged 0-2.
Alternative regression specification controlling for
degree of urbanisation did not find this to affect ECEC
participation for children aged 0-2, although a slight
negative effect was found for those aged 3-CSA.

3.3. Impact of COVID-19 pandemic on ECEC
participation

As in the case of primary and secondary
education, ECEC participation was affected by
lockdowns adopted throughout the COVID-19
pandemic. This generated concerns about learning
and developmental loss among young children,
especially those from socioeconomically
disadvantaged backgrounds, for whom ECEC
participation brings long-lasting benefits. At least at
the beginning of the pandemic, the importance of
learning and developmental loss was somewhat
overshadowed by concerns about parental ability to
balance care responsibilities and paid
employment. (34%)

ECEC closures were frequent in spring 2020, but
occurred less often in subsequent COVID-19
waves. There was considerable variation in Member
States’ length and extent of closures. Some did not
close ECEC at all, while others made exceptions for the
children of various types of essential workers. There
may also have been some variation in the extent and
length of ECEC closures for children of different ages,
but this is difficult to assess, as the existing
monitoring systematically focuses only on children
aged 3-CSA. Data for children aged 0-2 are sparse.

Data available in 22 Member States on pre-
primary education for children aged 3-CSA show
that full closures were shorter in ECEC than in
primary and lower secondary education. (**4) On
average, pre-primary education was fully closed for 32
instruction days in 2020, compared to 48 days of
primary education and 54 days for lower secondary

(***) European Commission (2021b); European Commission (2021c).
(>*4) OECD (2021b).
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education. As of 20 May 2021, pre-primary education
had been closed for an average of 11 days that year,
compared to 19 days for primary and 35 days for
lower secondary education. At the beginning of the
pandemic, one crucial reason for shorter closures of
ECEC was its importance to maintaining parental
employment. (34°) Later, concerns increased about the
importance of ECEC in children’s cognitive and
emotional development and the difficulties of setting
up effective online learning strategies for very young
children.

Chart 5.8
Length of pre-primary education closures varied
considerably by country

Number of instruction days for which pre-primary education (3-CSA) was fully closed, 1
January 2020-20 May 2021, 22 Member States
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Note:  Data missing for 2021 in Denmark, Greece, Italy and Slovakia. No data available

for Bulgaria, Croatia, Cyprus, Malta and Romania.
Source: OECD/UIS/UNESCO/UNICEF/World Bank Special Survey on COVID-19, May 2021.
Click here to download chart.

The duration of closures of pre-primary
education varied significantly from country to
country (Chart 5.8). Several countries (Austria,
Estonia, Finland, Latvia, Sweden) did not fully close
pre-primary education at any time between spring
2020 and May 2021, while closures in Lithuania and
Slovenia lasted for more than 80 days during the
same period. Reasons for such variation likely mirrored
those for school education, but may also have
stemmed from the specific ways in which ECEC was
organised across countries, its perceived importance,
and the possibilities for distance or hybrid learning
during closures. Perceptions about the importance of
parental care/employment were also likely to be
important in this context.

There are concerns that the COVID-19 pandemic
may have affected ECEC participation outside of
closure periods, (**) although there are no reliable
data to measure this. (*>*’) ECEC is frequently paid and
non-compulsory, which means that parents of young
children may choose not to use it for any number of
reasons. Parents may have been concerned about
children’s health, they may have faced financial

(**) OECD (2021b); European Commission (2021b).

(**) European Commission (2021b); European Commission (2021c).

(**’) Data from EU-SILC 2020 include information on ECEC
participation, but fieldwork periods differ by country. In some
cases, data may have been collected during a peak of a COVID-
19 wave within a given country, making , in other cases they
may have not. This makes it difficult to compare ECEC
participation in 2020 across countries or to other years.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap5/Chap5-Chart-5.8.xlsx

difficulties as a consequence of sudden income
shocks, or there may have been issues with
reintegrating children into ECEC after long closures. In
countries with a considerable share of privately run
ECEC provision, private providers may have faced
significant financial difficulties as a consequence of
closures, leading them to stop operating altogether,
reducing the overall ECEC supply.

Member States adopted various measures to
mitigate the decline in ECEC participation and
the resulting learning loss among young children.
Children of pre-school age took part in various forms
of distance and hybrid learning during the ECEC
closures, although these were often more challenging
to implement (and less suitable) for very young
children. (**) Evidence suggests that online learning
was used for children aged 3-CSA in about 60% of
OECD countries, a lower rate than for higher levels of
education (more than 90% of countries). (*4°) Other
measures included financial support with childcare
fees for families, financial support to ECEC providers
who lost income as a consequence of closures, and
training on education delivery during the pandemic for
ECEC staff. (**°) The particular mix of measures
depended on the country.

Lack of data and empirical research leaves the
extent of learning loss resulting from ECEC
closures unclear. Several national studies on the
consequences of ECEC closures highlight concerns
about learning loss, especially among pupils from
disadvantaged socioeconomic backgrounds, such as
those living in households at-risk-of-poverty or social
exclusion, with single parents, with parents without
tertiary qualifications, or without access to appropriate
learning tools and support at home (e.g. those living in
remote rural areas with limited internet access).
However, these studies did not attempt to quantify the
learning loss. (**!) Early empirical research from the
non-EU context suggests that lengthy ECEC closures
(of about one year) led to considerable learning loss,
especially in language development. (**2) However, this
is difficult to relate to the EU context, where ECEC
closures were shorter and often accompanied by
specific mitigation measures. Overall, the scarcity of
evidence reflects the comparative lack of emphasis on
the importance of ECEC for children’s learning and
development (**3*) and the lack of systematic
assessment of learning outcomes among very young
children. (***) Much of the available evidence instead
explores the ways in which ECEC closures affected
children’s psychological development and well-being,
which goes beyond the scope of this report.

348) European Commission (2021b).

OECD (2021b).
European Commission (2021c).
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The scarcity of evidence on learning loss only
allows for highly uncertain projections of the
longer-term economic consequences of ECEC
closures. Some global studies quantify economic
losses in hypothetical scenarios based on radically
simplified assumptions. (**°). These usually assume a
certain duration of ECEC closures and then project
learning and economic losses based on pre-pandemic
evidence (e.g. from literature estimating impacts of
ECEC education on future earnings). Such projections
are unlikely to be very robust because they rely on
assumptions that a) do not capture the specific nature
of this crisis, b) are not particularly well tailored to EU
countries, and c¢) do not consider the impacts of
measures to mitigate learning and economic loss.

Early projections suggest that lengthy ECEC
closures can have high economic costs if no
mitigating measures are taken. For example, a
hypothetical modelling exercise focusing on a six-
month ECEC closure (for four-year-olds) predicts a
0.72% decline in acquired human capital by the age of
16 and consequent 0.48% losses in average life-time
earnings. (**®) Early predictions from a global study on
the impacts of ECEC closures suggested that by
February 2021, a total of up to 140 million of person-
days of ECEC could have been lost in some Member
States. (**’) In the absence of mitigating measures,
this could translate into future losses of up to 0.12
million of grades of learning (**8) by the age of 15, and
lifetime income losses of up to EUR 7.5 million in
some Member States. The potential for lengthy ECEC
closures (3-12 months) to cause large-scale economic
losses was also highlighted in other global
simulations. (3°°)

4. CONCLUSIONS

Widespread school and ECEC closures were
mandated by Member States during the COVID-
19 pandemic, with considerable temporal and
geographical variation. Closures were more
frequent during the first waves of the pandemic, with
some Member States resorting to much longer
closures than others. These were accompanied by
shifts to various forms of hybrid and distance learning,
whose effectiveness depended on a variety of factors,
including student characteristics, family and school
environment, teachers’ preparation, availability of
digital devices and tools, and broader variation in
digitalisation progress within and between countries.

School and ECEC closures led to learning loss
among affected children, but the overall

(355

McCoy et al. (2021); Fuchs-Schundeln (2020); Lopez Boo et al.
(2020).

Fuchs-Schundeln (2020).
McCoy et al. (2021).

Grade of learning is measured as the average gain in students’
PISA test scores for one grade.

Lopez Boo et al. (2020).
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magnitude of that learning loss is difficult to
assess because the shock to education is very recent
and Member States often addressed it in very different
ways. The extent of learning loss depends on the
length of closure, level of education, subject taught,
alternative modes of learning adopted (and
preparedness to shift to distance and hybrid forms of
learning), and other mitigation measures. The
magnitude of learning loss varied from country to
country. Some countries reported almost no learning
loss, while in others children may have lost learning
equivalent to several weeks’ or months’ progress in
certain subjects.

Learning loss was concentrated among children
experiencing various socioeconomic
disadvantages, such as low household income, lack
of access to educational tools, lack of internet access,
or lack of parental support in learning. Such
disadvantages were likely to disproportionately affect
some of the most vulnerable groups of children, such
as Roma children or migrant and displaced children.
Overall, the COVID-19 pandemic may have
exacerbated existing inequalities in educational
outcomes. Accordingly, the Council of the European
Union has called for careful attention to be paid to
tackling structural and quality issues related to ECEC
services. (*)

The long-term consequences of school and ECEC
closures for young people’s labour market
outcomes remain unclear. Several early studies
attempted to model the potential extent of longer-
term economic losses in terms of overall economic
output and individual earnings. However, these studies
rely on very rough assumptions about the extent of
learning loss, which do not reflect geographical
variations or the potential positive outcomes of the
various mitigating measures adopted. They predict
substantial reductions in individuals’ income prospects
and in overall economic output in situations where
learning loss is severe and no mitigating measures are
adopted.

Attending ECEC is associated with improvements
in children’s cognitive skills, school-readiness
and later academic achievement, and, by
extension, their future employment prospects.
These positive effects are stronger among children
from socioeconomically disadvantaged backgrounds,
suggesting that ECEC is a key factor in reducing
inequality of opportunity.

The lowest ECEC participation rates are often
found among children at-risk-of-poverty or
social exclusion, children in larger families, and
children whose parents do not hold tertiary
qualifications. Lack of access is also linked to cross-
country differences in ECEC provision (availability,

(*°) Council Conclusions on integrated early childhood development
policies as a tool for reducing poverty and promoting social

inclusion (21 June 2018) available here.

126

affordability and quality of childcare), certain cultural
norms and attitudes towards childcare, and lack of
work-life support for parents. In this context, the
implementation of the European Child Guarantee
adopted by the Council in June 2021 will play an
important role in ensuring access and improving ECEC
participation rates among the groups most in need.


https://data.consilium.europa.eu/doc/document/ST-10306-2018-INIT/en/pdf

Annex 1: ECEC participation across the EU

Chart ALl

Mild growth in ECEC participation across the EU, varying considerably by Member State
Proportion of children participating in ECEC, by age group
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DATA SOURCES AND DEFINITIONS

Most of the data used in this report originates from Eurostat, the Statistical Office of the European Union. The
main data sources used are:

European Union Labour Force Survey (EU-LFS):

— https://ec.europa.eu/eurostat/statistics-explained/index.php?title=EU_labour_force_survey_statistics
e ESA2010 National Accounts:

— https://ec.europa.eu/eurostat/statistics-explained/index.php?title=National_accounts_(incl._GDP)

e EU-Statistics on Income and Living Conditions (EU-SILC):

— https://ec.europa.eu/eurostat/statistics-
explained/index.php?title=EU_statistics_on_income_and_living_conditions_(EU-SILC)_methodology

Definitions and data sources of main indicators

Real GDP: Gross Domestic Product (GDP), volume, annual change (Source: Eurostat, ESA2010 National Accounts
[nama_10_gdp]). Dataset available here.

Employment rate: number of people employed divided by the population in the 20-64 age bracket (Source:
Eurostat, EU-LFS [Ifsi_emp_a]). Dataset available here.

Activity rate: labour force (employed and unemployed) as a share of total population in the 15-64 age group
(Source: Eurostat, EU-LFS [Ifsi_emp_a]). Dataset available here.

Unemployment and youth unemployment rate: unemployed as a share of the labour force in the (respectively)
15-74 and 15-24 age group (Source: Eurostat, EU-LFS [une_rt_a]). Dataset available here.

Long-term unemployment rate: persons in the 15-74 age group unemployed for a duration of 12 months or
more as a share of the labour force (Source: Eurostat, EU-LFS [une_ltu_al). Dataset available here.

At-risk-of-poverty or social exclusion rate. Percentage of a population representing the sum of persons who are:
at risk of poverty, or severely materially and socially deprived, or living in households with very low work intensity
(Eurostat, EU-SILC [ilc_peps01n]). Dataset available here.

At-risk-of-poverty rate. Share of people with an equivalised disposable income (after social transfer) below the
at-risk-of-poverty threshold, which is set at 60 % of the national median equivalised disposable income after
social transfers (Eurostat, EU-SILC [ilc_li02]). Dataset available here.

Severe material and social deprivation rate. Inability to afford a set of predefined material items that are
considered by most people to be desirable or even necessary to experience an adequate quality of life (Eurostat,
EU-SILC [ilc_mdsd11]). Dataset available here.

Share of persons living in households with very low work intensity. Share of persons living in a household where
the members of working age worked a working time equal or less than 20% of their total work-time potential
during the previous year. (Eurostat, EU-SILC [ilc_lvhl11n]). Dataset available here.

Income quintile share ratio S80/S20. Ratio of total income received by the 20 % of the population with the
highest income (the top quintile) to that received by the 20 % of the population with the lowest income (the
bottom quintile) (Eurostat, EU-SILC [ilc_di11]). Dataset available here.

NEET: Young people not in employment, education or training. Share of people aged 15 to 29 who are not

employed (i.e. either unemployed or economically inactive) nor engaged in any kind of further (formal or non-
formal) education or training (Eurostat, EU-LFS [Ifsi_neet_a]). Dataset available here.
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GETTING IN TOUCH WITH THE EU
In person

All over the European Union there are hundreds of Europe Direct information centres. You can find the
address of the centre nearest you at: https://europa.eu/european-union/contact_en

On the phone or by email

Europe Direct is a service that answers your questions about the European Union. You can contact
this service:

— by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls),
— at the following standard number: +32 22999696 or

— by email via: https://europa.eu/european-union/contact en

FINDING INFORMATION ABOUT THE EU
Online

Information about the European Union in all the official languages of the EU is available on the Europa
website at: https://europa.eu/european-union/index_en

EU publications

You can download or order free and priced EU publications at:
https://publications.europa.eu/en/publications. Multiple copies of free publications may be obtained by
contacting Europe Direct or your local information centre (see https://europa.eu/european-
union/contact_en).

EU law and related documents

For access to legal information from the EU, including all EU law since 1952 in all the official language
versions, go to EUR-Lex at: http://eur-lex.europa.eu

Open data from the EU

The EU Open Data Portal (http://data.europa.eu/euodp/en) provides access to datasets from the EU.
Data can be downloaded and reused for free, for both commercial and non-commercial purposes.
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