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This quarterly monitoring report provides in -depth anal ysis of recent labour market developments. It is prepared by the
Employment Analysis and Social Analysis Units in DG EMPL. A wide combination of information sources have been used to
produce this report, including Eurostat statistics, reports and survey da ta from the Commi s s iGemelsor D
Economic and Financial Affairs, national and sectoral statistics, restructuring data from the European Restructuring Monitor
(collected by the European Monitoring Centre on Change) and articles from respecte d press sources. The report has also

benefited from contributions from public and private employment services. The section on restructuring trends was
prepared by the European Foundation for the Improvement of Living and Working Conditions.

Contact: empl -al-unit@ec.europa.eu _ and empl -a2-unit@ec.europa.eu .
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EXECUTIVE SUMMARY

A After a moderate recovery during 2010 and early 2011, t he European Labo ur market
contracted again in the second half of 2011 . The number of people in employment decreased in

the last quarter 2011 by 0.1 %, following a reduction of 0.2 % in the third quarter 2011 , as
employment edged down in the majority of the Member States. Meanwhile, since spring 2011, t he
number of unemployed in the EU has been steadily increas ing. This new upturn has added 1.6
million jobless to the ranks of the unemployed. The unemployment rate hit a new high at 10.1 %

in the EU in January 2012 (see Table 1 below). Since the second quarter 2011, unemployment has
progressively gone up in most Member States. All large Member States, including Germany, are now

facing deterioratin g labour market  prospect s, while d ivergence in performance remain s high across
Member States

A The deterioration in the EU labour market mirrored the modest contraction in the
economy in the fourth quarter of 2011 , driven by a decline in domestic demand. Economic growth
was -0.3 % quarter -on-quarter, while the annual growth rate decline d to 0.9 %, from 1.4 % in the
previous quarter.  Growth slowed down in most Member States (including Germany, France and the
UK), with quarter -on-quarter growth ranging from -1.3 % to +1.1 %. Programme countries ,
including Greece , remain particularly affect ed. Only f our countries , Bulgaria, Denmark, Poland and
Slovakia, improved their performance compared with the previous three -month period. In contrast,
economic growth in the US accelerated, allowing the unemployment rate to drop 0.8 percentage point

(pp) between June 2011 and January 2012, to 8.3 %, while employment grew 0.5 % quarter -on-

quarter in the fourth quarter

A The most r ecent Labour Force Survey data confirm th e negative EU employment trend, as there
were fewer people starting a job in the third qu arter of 2011 and the share of those leaving a job

was on the rise. In a context of progressively weakening employment growth during 2011, the growth
in permanent contracts remained in positive territory, whereas temporary employment lost

momentum and self -employment even declined. The trend observed in recent years towards fewer
permanent or full  -time jobs for young workers and more for older workers is continuing

A During the crisis different sectors have followed very different trajectories in terms of

e mployment. Looking at jobs in industry, construction and trade , while between the fourth
quarter of 2008 and the fourth quarter of last year, nearly two jobs in every hundred were lost in the

EU, this amounted to 7.5 % in the industry, 10.7 % in the constr uction sector and 1.8 % in the trade
sector. The Review presents some major trends observed recently in terms of employment in these

sectors, linked to changes in value added and output. Additionally, the recent restructuring trends in

the construction sec tor are presented and a special focus is dedicated to the agricultural sector (see
p. 60).

A The unemployment rebound has again hit men harder . The gender gap has disappeared as it

did in spring 2009, and in January 2012 the unemployment rate for both men an d women hit a high of
10.1 %. There are signs that long -term unemployment in the EU is edging up ; the long -term
unemployment rate had risen to 4.1% by the third quarter of 2011 , accoun ting for 43 % of the
unemployed. On the other hand, the inactivity rate inthe EU, at just below 30%, has not increased
during the downturn, mainly thanks to the sustained upward trend in female participation. However, it
increasingly conceal s discouragement , as nearly one-in-five people who are inactive would like to
work.

A The recent downturn in the labour market situation for young people (aged 15 T 24) has continued.
The youth unemployment rate has reached a historic high in several countries and an
unprecedented one of 22.4 % in the EU in January 2012 (nearly 50 % in Spain and Greece), affecting
some 5.5 million young people. Some aspects of the labour market situation of young people are
especially worrying: the increase in the long -term unemployment rate to 6.3% and inactivity resulting
from discouragement (12.6% of inacti ve youth wanted to work but were not searching for
employment in the third quarter of 2011). The deterioration is also mirrored by the increa se in the
share of young people neither in employment nor in education or training (NEET), which has
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risen from 12. 5% in the third quarter of 2008 to 14.3% three years later. The se developments led the
European Commission to launch a Youth Opportunities Initiative, aimed to support Member States in
defining and implementing appropriate strategies and measures for tackl ing youth unemployment, by

making full use of available EU funding.

A During the fourth quarter of 2011, the unfavourable economic developments continued to
have an adverse impact on productivity growth across the EU , while in some Member States

nominal labo ur cost growth remained firm. Weakening productivity growth and sustained nominal
wage growth on average increas ed nominal unit labour cost growth, but overall this remained  below

the level of inflation.

A The European Restructuring Monitor (ERM) recorded a total of 284 cases of restructuring
between 1 December 2011 and 29 February 2012. Announced job losses continued to
outnumber announced job gains , by 81 145 against 65 527 respectively, with most of the recent
job loss announcements relating to Hungary an d Germany. Manufacturing was the sector most
affected by announced restructuring job losses. On the other hand, manufacturing and transport and
communications accounted for the majority of business expansion.

A In February 2012,  employment expectations rema ined depressed in the tertiary sector and

in construction in most Member States, as managers in services, retail trade, financial activities and
construction anticipate a contraction in their workforce in the months ahead. On the other hand, EU
firmsd® opmam lexpectations remain broadly optimistic in industry . While the rise in
vacancies seems to be coming to an end, growth in on -line job demand is stable and essentially driven

by Germany and the environmental sector. Growth in temporary agency work cont inue s to slow down
dramatically, which points to a deterioration of labour market prospects

A Results from consumer surveys indicate a moderate decline over recent months in the share
of households experiencing financial distress across the EU. This is refl  ected in the recent fall in
households reporting they are running into debt, although the overall level of financial distress

remains broadly similar to that observed in late 2008. The effect of the crisis continues to be felt to

differing degrees accordin g to the level of household income, with richer households continuing to

suffer relatively much less than lower income households from the lingering effects of rises in financial

stress due to the crisis. Furthermore, although figures for the EU suggest li ttle change in the overall
balance for household financial situations , this masks significant divergence s in developments across
individual Member States. While there are clear signs of deterioration of the financial situations of
households in Greece, Spa in or Romania , signs of improvements are recorded in countries like
Germany and Sweden.

A Labour market developments can be explored by looking at EU Beveridge curve S (see special
focus at p. 34) which plot joint movement s of unemployment rates and labour s hortage
indicators (an alternative measure for the job vacancy rate) per Member State during 2010 -2011.
For most Member States, the Beveridge curve has a tendency to shift to the right and increased
mismatching , with a higher level of vacancies for a given unemployment rate  in the EU . There seem

to be only three cases of a movement along the Beveridge curve, as well as a single case of a leftward
shift. While most rightward shifts are quite small, there is also a group of six Member States where
unemployme nt rates have clearly increased while the labour shortage indicator remained at a
comparatively low level.

A The t ransition towards a greener economy , i.e. competitive, low carbon and resource
efficient, is expected to have a significant impact on employment and skills demand at the level of
industries and enterprises, as highlighted by the special focus on this issue (see p. 53). A greener
economy will require new skills , such as knowledge of new insulation materials, new approaches to

build ing, skills to in  stall and maintain new renewable technologies, knowledge of new regulation s, etc.
A major challenge will be to identify and anticipate future skills needs and to provide effective skills

responses at the appropriate scale and pace, with a view to enhancing the job potential of greening
the economy, while preserving opportunities for all.

A Social protection expenditure now accounts for nearly 30% of GDP in the EU. The special focus on
the redistributive role of social transfers (see p. 63) investigates the ro le of social protection
benefits (except pensions) in reducing poverty. This analysis, which focuses on expenditure on social
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protection benefits only in cash and excluding pensions, confirms that the redistributive impact of this

spending is important in the EU. In there were no  social transfers, the  risk of poverty in the EU would
be considerably higher , at 26% , than the actual at -risk -of poverty rate of 16% ( a reduction of 37% -
attesting effectiveness of transfers). At EU level, each additional percenta  ge point of GDP spenton in-
cash social benefits (except pensions) reduces the risk of poverty by 6%, reflecting the efficiency

of social spending.

A Altogether, children in Europe are at greater risk of poverty or social exclusion than the rest
of the pop ulation, as highlighted in a special focus (see p. 71). The main drivers of child poverty
identified are the low participation of parents in the labour market, in -work poverty and the weakness
of social transfers in compensating the cost of raising a child . The analysis identifies three groups of

countries depending on which of these factors prevail in each country. A first group gathers countries
performing well on all fronts, a second group with countries facing high levels of children growing up

in joble ss households, and a third group of countries where the poverty reduction impact of social
transfers is low and in  -work poverty is high, either due to low wages or insufficient labour market
participation within the households.

This edition of the Quarterl  y Review takes a closer look at the labour markets and social situations in
Denmark, Finland, France, Greece, Italy, Latvia and Romania

Table 1: Latest labour market trends

20104 | 2011 q1 | 20112 | 201193 | 2011q4
Real GDP
(% change on previous quarter) 0.2 0.7 0.2 0.3 -0.3
(% change on previous year) 2.2 2.4 1.6 14 0.9
Employment growth
(% change on previous quarter) 0.1 0.1 0.2 -0.2 -0.1
(% change on previous year) 0.2 0.5 0.4 0.1 0.0
Employment rate
(% of w orking age population, non-seasonally adjusted) 64.2 63.8 64.5 64.6
Job vacancy rate
(% of vacant and occupied posts, non-seasonally adjusted) 15 1.6 15 15 15
Labour productivity
(% change on previous year) 2.0 1.9 1.2
Labour cost
(% change on previous year) 1.1 0.9 0.6
Long-term unemployment rate
(% Labour force) 4.0 4.1 4.0 4.1

2011 Sep | 2011 Oct | 2011 Nov | 2011 Dec | 2012 Jan
Unemployment rate (seasonally adjusted)
Total (% of labour force) 9.8 9.9 10.0 10.0 10.1
Men 9.7 9.8 9.9 9.9 10.1
Women 9.9 10.0 10.1 10.0 10.1
Youth (% of labour force aged 15-24) 21.7 22.0 22.3 222 224

Source : Eurostat, DG EMPL own calculations.
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Introduction

According to t he Jatest Monthly Labour Market

Fact Sheet , released on 13 March, the
unemployment rate hit a new high at 10.1 %

in the EU ! in January 2012, above the symbolic

thr eshold of 10 %, up by 0.1 percentage point
(pp) on the previous two months. The number

of unemployed continued to increase in
January, reaching 24.3 milion, with a
sustained increase over the last six months by
on average 200 000 more jobless per month.
Divergence among EU labour markets remains

high, as the number of unemployed has fallen

over the last three months in six Member
States, while it has increased in most other s,
sometimes sharply. Unemployment remains
critical for the 15 1 24 age group its r ate
climbed by 0.2 pp in January 2012 alone, to a

new historic high, at 22.4 %. It is higher than

20 % in about two  -thirds of countries and close

to 50 % in Spain and Greece, while it is less

than 10 % in only three Member States
German y, Austria and the  Netherlands.

This Quarterly Review provides a more in -
depth overview of developments in the
European labour market, including from a
social perspective, based on the latest
available quarterly (and monthly) data. It
summarises short -term trends in GDP and
employment growth, changes in employment

by sector and category of employment,
unemployment, long -term unemployment and
inactivity, with a focus on vulnerable groups,
namely youth, migrants and low -skilled. The
analysis also covers the latest trends in
wor king hours, productivity and labour costs,
developments in labour demand, and recent
changes in  economic  sentiment and
employment expectations.

Additionally, this Review presents a picture of
labour market mismatches in the form of
Beveridge curves, relat  ing unemployment rates
to job vacancies. Another special focus section
highlights the latest findings on the transition

to a greener economy and its impact in terms

of employment and skills. Recent social trends

are also explored and that part focuses on t he
social impact of the crisis. This is analysed
through various indicators, highlighting the
financial  situation of  households, the
redistributive impact of social transfers and the
recrudescent phenomenon of child poverty.
Finally, the situation in the sector of agriculture

1 EU refers to the aggregate value for the EU -27 (27 Member
States). Other aggregates are clearly identified in the text,
e.g. EU -15, euro area, etc.

and the situation in seven selected Member
States are analysed in  greater detail.

Macroeconom ic and
employment context and
outlook

EU economy  contracted in the last quarter
of 2011

Following the slowdown in the EU's recovery in

the fi rst three quarters of 2011, the trend
reversed during t he fourth quarter with a
negative growth rate of -0.3 % (see Chart 1).
The annual growth rate declined from 1.4 % to
0.9 %.

The fourth quarter contraction was driven by a
decline in domestic demand. H ousehold final
consumption expenditure growth turned again
negative ( -0.2%) after only a quarter of
modest recovery in the third quarter (0.2%).

The fourth quarter outturn for gross fixed
capital formation was -0.7 %, more th an twice
the rate of -0.3 % seen in the previous three
months. Public consumption stagnated after a
0.2 % decline in the previous quarter. Net
exports were up by 0.7 % in the three months
up to the end of December 2011. This is
slightly up on the +0.6 % in the second
quarter. Exports an d imports both fell after a
considerable growth in the previous quarter,
posting decline of 0.1 % and 0.8 % after
growth of 1.3 % and 0.7 % in the previous
quarter.

The main contributors to EU activity in the
fourth quarter were agriculture and the servi ce
sectors. The fourth quarter growth rate in
agriculture was 0.1%, down from 0.7% in the
previous three months. Information and
communication service activities expanded by

1.2 % (up from 0.4 % in the third quarter),
along with arts, entertainment and re creation,
repair of household goods and other services,
whose quarter -on-quarter growth was 0.4 %,
little less than 0.5% recorded in the previous
quarter, followed by real estate and business
activities, with growth rates same as the
quarter before, 0.3% a nd 0.2% respectively.
The only services witnessing contraction were
financial services that fell by 0.5% after 1.1%
expansion in the third quarter.

Industrial growth was on a steady downward

trend in 2011, and finally became negative in

the last quarter o f 2011 ( -1.7%). The slow -
down was particularly marked in
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manufacturing, where the growth rate turned
negative to -1.4% (q4) from 0.3 % (g3) and
0.7 % (g2). The construction sector declined

for the second consecutive quarter by 0.1 %.
Professional activitie s were up by 0.1 % in the
three months up to the end of December 2011.

This is considerable down on the +0.8 % in the
third quarter, whereas trade activities
stagnated.

Chart 1: Quarterly growth rates of real GDP in
EU
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Most Member States were affected

Fourth quarter economic activity in the
Member States was very varied, with growth

rates ranging from 11.3 % to +1.1% (Chart

2). The growth rate was negative in the last
quarter of 2011 in the large majority of
countries (16). Yet, it modestly accelerated in
Bulgaria, Denmark, Poland and Slovakia.
Despite the acceleration, the Cypr iot economy
contracted for the second consecutive quarter.

Recent data for Greece are not available. Over
the year up to 2011g4, real GDP and
employment developments diverged mark edly

among Member States.

The size of the divergence mean s that positive
outliers, such as the Baltic States, are not
shown in Chart 3. The three Baltic States
posted a very strong recovery in real GDP (of
at least 5%), which led to an employment
increase of 1 to 4% in Lithuania and Latvia,
and 5% in Estonia. The very strong recovery
was an evident counterpart to the very deep
preceding dip. Significant economic growth in
Slovakia and Poland (over 3%) was only
weakly reflected in the employment, given only
about 1% employment growth.

Chart 2: Real GDP in EU Member States and the
USin 201194
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Chart 3: Real GDP and employment in EU
Member States: evolution over the year up to
2011q4
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Growth was also less employment intensive in
Germany and Romania, neverth eless they had
employment rates around 1.5% with around

2% growth. In Sweden, Finland, Luxembourg
and Malta, GDP growth was quite employment
intensive, with growth rates of GDP lower than

for employment. Outstanding case is Malta,
with stagnating economy a nd increasing
employment by 2%.

On the negative side, among the programme
countries, the drop in the Portug uese GDP
stands out ( -2.8%). It is accompanied by a 3%

fall in employment. Only in one more country

both variables declined, i.e. in Slovenia, with

almost proportional decline in GDP ( -1.5%)
and drop in employment ( -1.3%). In another
programme country, Greece, recent

developments in both GDP and employment
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were probably worse 2, but no recent data are
available . In Bulgaria, Ireland - another
programme country - and Spain, increases in
GDP coexisted with large declines in
employment, as productivity continued to
catch up. Employment fell also in Denmark,

but to a less er extent . Opposite to that, Italy,
Cyprus and the Netherlands maintained
employment des pite decline in economic
activity, whereas in the UK employment
stagnated even though economy was growing.
Employment rates in Czech Republic, Hungary
and France at least increased a bit . However,
they still remained much lower than the growth

rates of G DP.

Chart 4: GDP volumes in the EU, US and Japan
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In the US, GDP growth accelerated throughout
2011, to reach year -on-year growth of 1.6% in
the last quarter, almost double the EU pace
(see Chart 4).

2 For more details on Greece, please consult the section on
Latest developments in selected Member States.

Chart 5 a: Unemployment in the EU, US and
Japan
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This allow ed the US unemployment rate to
drop 0.8 pp between June 2011 and January
2012, (against a 0.5 pp increase in the EU, see
Chart 5 a), to 8.3 %, while employment grew
0.5 % quarter -on-quarter in the fourth quarte r
(see Chart 5b). This was  helped by the lowest
participation rate since 1984. Japanese
quarterly GDP went through a bumpy
development, which left GDP at the end of
2011 0.6 pp below the year -ago level. In
January 2012, the unemployment rate was
back at the leve | reached before the tragic
March 2011 events (4.6%).

Chart5 b: Employment growth in the EU and US
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The global economy, supported amongst
others by a stronger US economy, seems set

March 2012 |11



EU Employment and Social Situation

European
Commission

Social Europe
Quarterly Review

for moderate growth World trade was up
2.7 % y-o0-y in January 2012 and most OECD
leading indicators signalled positive momentum
(not for Brazil and China). Nevertheless, the
deceleration of growth in India and China
underlines the risk s surrounding the global
outlook.

Economic confidence

Confidence indicators point to a bottoming out
in economic confidence. In February, the
Commission's EU economic sentiment indicator
(ESI) rose for the second month in a row. The
OECD leading indicato rs saw stronger, albeit
tentative, signals emerging in the euro area.
However, the euro area composite PMI fell
from 50.4 in January to 49.3 in February,
below the level that separates expansion from
contraction. The PMI was above the 50 level in
January f ollowing four months below that level.

Economic and employment forecasts by
the Commission and other relevant
institutions

The Commission's interim forecast (released
23 February) revised EU real GDP growth in
2012, down by 0.6 pp compared with the
Autumn forecast, to 0.0% (euro area
projection: -0.3%). Divergences between
Member States remain pronounced. While the
interim forecast does not include labour market
forecasts, the document acknowledged that,
due to the usual time lag between GDP and
employm ent developments, the expected weak
GDP upturn in the second half of the year is
unlikely to lift employment prospects during
2012.

The ECB forecast (released on 8 March) was
slightly more optimistic, projecting euro -area
growth rates (mid -range estimate s) of -0.1%
for 2012 and 1.1% for 2013.

Recent labour market and
social trends

Employment

EMPLOYMENT IN THE EU AND IN MEMBER
STATES

The  European labour market has
contracted in the second part of 2011

The number of people in employment has
decreased in th e last quarter 2011 by 0.1 %.
This has been the second consecutive quarter

of contraction, after a reduction by 0.2 % in
the third quarter 2011, ending the year on the
downside.

Chart 6: Employment and unemployment in
EU27 (000 persons), 2005 -2011
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Before declining in the second half of 2011,
employment staged a mild recovery between
spring 2010 and summer 2011, with an
average growth rate of 0.1 %, although this is
still more than four times weaker than the
average gain of +0.45 % seen in 2006 and
2007. B esides, since summer 2011, more
Member States have experienced a contraction

in  employment. The deterioration has
worsened in the last quarter of 2011 in the
euro area.

Employment is decreasing in half of the
Member States

In the second half of 2011, empl oyment edged
down in the majority of the Member States. In

the third and fourth quarters of 2011,
employment decreased in more countries (13
then 15 respectively) although it was still on
the increase in 22 Member States in spring
2011. Among the large Mem ber States, the
picture is more mixed, with ongoing sound
growth in Germany (+0.3 %, g -0-q)) and in
Poland (+0.7 %), a bounceback in the United
Kingdom with growth of +0.2 % after a
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marked fall of 0.7 % in the previous quarter, a
downturn which was more mo derate in France
(-0.05 %) than in Italy ( -0.1 %) and a
sustained contraction in Spain ( -1.0 %).

In the last quarter of 2011 there were falls in

the number of people in work in the
Netherlands ( -0.1 %), Belgium ( -0.1 %) and
the Czech Republic ( -0.3 %). Au stria remained
on a sustained growth rate (+0.3 %) and
Sweden recorded a slowdown (+0.1 %).
Chart 7: Employment change in 2011 g4 (yearly
change, 0006s persons) and
(%, g -0-q) in the Member States
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Employment gains and losses in 2011

con centrated in a few Member States

By late 2011, the moderate employment
recovery had come to an end, with a net
employment loss by 550 000 people in the
second semester cancelling out the 530 000
people gain in the first semester. However,
employmentinaf ew Member States continued
to grow. Germany, in particular, is still the

main contributor to employment, creating

560 000 more jobs in 2011, and accounting for

40 % of the EU growth. Other Member States
recorded a cumulated rise over the year to
2011 g4, p articularly Poland (+160
France (+150 000), Romania (+130
Sweden (+70 000) and Austria (+50
Chart 7).

000),
000),
000, see

On the other hand, some Member States have
experienced an almost continuous fall in
employment levels over the past three years
(chart 8) and major job losses occurred during
2011. In Spain, employment again fell sharply

by 550 000 jobs, accounting for 45 % of
European job losses in 2011, and by 400 000
jobs in Greece, i.e. one third of EU jobs losses

in 2011. Over the same period, th ere were also
knock -on effects on jobs in Portugal (down by
150 000 jobs), Bulgaria (down by 90 000
jobs), Ireland (down by 50 000 jobs), Slovenia
and Denmark (down by around 15 000 jobs).

Chart 8: Employment change since 2008ql
(index 2008Q1= 100) in sele cted Member
States
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Further exacerbating differences among
Member States and lowering the average
European employment rate

In 2011 @3, the EU employment rate for the

15-64 age group was 1.6 % below that of
2008 g3, but still unchanged compar ed to
2010 g3. Among Member States, the

employment rate has fallen unilaterally in 22
countries compared to 3 years previously, with

the majority of countries losing more than 2

pps off their employment rate (see Chart 9).
The deepest declines are in Ireland ( -8.9 pps),
Greece ( -6.8 pps), Spain ( -6.6 pps), Latvia ( -
6.3 pps) and Bulgaria ( -5.1 pps). As described
above, the moderate recovery in employment
between spring 2010 and summer 2011 was
beneficial to some countries, particularly the
Baltic States, Germany and Swede n. Finally, in
the third quarter 2011, only five Member
States posted an employment rate that was
higher than three years before: Germany
recorded the highest increase with +2.2
followed by Malta (+2 pps),
(+1.1 pps), Austria and Poland (bo

pps,
Luxembourg
th +0.2 pp).
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Chart 9: Employment rate for 15-64 in 2008 @3 Unemployment
and 2011 g3inthe Member States (%)
80 - UNEMPLOYMENT IN THE EU AND IN THE
sl el w2008 20118 MEMBER STATES
»
70 ul!ii i A new phase of steady increase since
65 1B 4 ! : ! v - . spring 2011
60 ’ ' . ! ! ] | After the surge in unemployment (up by 7.3
- g lll million, +45 %) over the two years to April
2010, a moderate decline was observed until
e 2 X2 e T s e 3 S5 8C e 02 g March 2011, lowering the number of jobless by
S 0.65 million (-3 %) and the unemployment rate
by 0.3 pp (to 9.4 %). Yet, since spring 2011,
the number of jobless has again steadily risen
Employment rate is rising for older and over the six m  onths to January 2012 there
workers, falling for the young were on average 200 000 more unemployed
each month.
The European employment rate among young
people (15 1 24) fellby 0.5 pp over the year to With another 1.6 million unemployed over
2011 g3 to 34.7 % and by 0.1 pp for prime the past ten months, European
age workers (25 7 54) to 77.8 %. For older unemployment is drifting to an
workers (55 7 64) the employment rate is on unprecedented level
- L 0
the rise, climbing 1.1 — pp to 47.7  %. Compared This new upturn has added 1.6 million (+7 %)

with three years ago, employment for older
workers is 1.7 pps higher, although for
younger a nd prime age workers it has fallen
(by 3.9 pps and 1.9 pps respectively , see Chart
10). The employment rate for men lost more
ground than the rate for women, as male
employment was affected more than
proportionally by the 2008 economic downturn.
Compared to three years earlier, the rates are

jobless t o the ranks of the unemployed since
March 2011 (see Chart 11). The
unemployment rate hit a new high at 10.1 % in
the EU in January 2012, and likewise in the
euro area at 10.7 %, the highest level since the
euro was established, accounting for 24.3
million unemployed in the EU (16.9 million in

the euro area).

down by 2.8 pps for men and by 0.5 pp for Chart 11: Monthly change in the number of
women. Over the yeal’ to 2011 q3, the female unemployed young people (15 _24) and adults
employment rate increased by 0 .2 pp and male (25 -74) and total and monthly number of
employment was down by 0.2 pp- unemployed in the EU Jan 067Jan 12, 6000
people
Chart 10 : Employment rate (%), total (15 -64,
20 -64), by sex and age groups in the EU -27 in 000 unemployed 25000
2011 3,2010 q3and2008 @3 800 4 l\ . 6}/ 24000
+
oo | MOEQISON0QI MG 7 o AV e o
707 =3 705 400 ’""'_%hthE’Ufunemp‘uyEd o
70.0 662546 RGN N = S 21000
092 g7 200 oo f 20000
60.0 1- B = R cenlii T R 19000
01 18000
50.0 4.1 el ... B “eoger AT oo
40.0 - el ... ... .333.‘!5..%;1...7 ..... %I 20 /\\[\/\/ ~ 16000
E. -400 c » a £ » a £ » a £ » a £ » a £ » o 515000
30.0 &8 & § &8 § ¢ 8 ¥ § 8 ¥ © 3 ¥ & 3 8 & &
15-64 ‘ 20-64 Males ‘ Females 15-24 ‘ 25-54 ‘ 55-64 % g é é g é % g g % g ‘é’ g g g g g g g
Total Sex (15-64) Age Soure: Erostl, LFS, Dta seasonaly achsted

Source: Eurostat, EU-LFS

Men hit harder by the recen t
unemployment rebound than women;
unemployment rates for both men and

women reach a high of 10.1 % in January
2012

During the unemployment surge from April
2008 to April 2010, men accounted for two
thirds of the new jobless, resulting finally in an

invert ed gender gap, with the unemployment
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rate for men standing at 9.8 % in April 2010
against 9.6 % for women. The ensuing
softening of the labour market up to spring
2011 was almost entirely one -sided, since men
represented 98 % of the reduction, and in
March 2011, the unemployment rate for men
was lower (9.3 %) than for women (9.6 %, see
Chart 12). Since then, the unemployment
rebound has again hit men harder: among the
1.625 million additional unemployed, men
predominate (61 %) compared to women
(39 %). Wit h a rise of 0.8 pp for men against
0.5 pp for women since March 2011, the
gender gap has disappeared as it did in spring
2009, and in January 2012 the unemployment
rate for both men and women hit a high of
10.1 %.

Adults represent the bulk of the recent
un employed, yet youth unemployment
had increased faster till last November

The youth unemployment rate in the EU rose
sharply from 15 % at the beginning of 2008 to
more than 21 % in the first part of 2010. This
represented 1.4  million extra  young
unemployed over the two years to April 2010.
The ensuing slight improvement until March
2011 never brought the youth unemployment
rate down again below 20 %. Since then youth
unemployment has again rapidly deteriorated
and went past the 22 % mark in October 2011.
Despite slower growth in December and
January, a new unprecedented high was
reached in January 2012 at 224 % (see
Chart 12), accounting for 5.5 million young
jobless.

For adults (more than 25 years old), the

number of unemployed has increased by
+7.1 %, fas ter than for young people
(+5.4 %), since March 2011. Consequently,

adults represent the bulk (more than 80

the new unemployed, with 1.34 million more.
Yet the unemployment rate for young people
has increased +1.4 pps, faster than for adults
(+0.6 pp) since March 2011. See further
details in the Monthly Labour Market Fact
Sheet of March ° and in sections on Youth and
Other selected groups.

%) of

3

See
http://ec.europa.eu/social/main.jsp?langld=en&catl
d=89&newsld=1231&furtherNews=yes

Chart 12: Monthly unemployment rate (%) for
young people (15 -24), adults (25 -74), male
and female January 2006 i January 2012 in the

EU
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Unemployment still modestly decreasing
in a few Member States; a slight recent
upturn in Germany

The moderate decline in EU unemployment
between April 2010 and March 2011 ( -3 %,
down by 650 000 people to 22.7 million in the
EU) occurred in 17 Member States. Yet this
improvement was mostly concentrated in
countries with already lower than average
unemployment rates (except the Baltic States).
During this period the number of unemployed
fell by more than 15 % in Germany, Sweden,
Latv ia, Belgium and Estonia and the steady fall

in German unemployment accounted for two
thirds of the European improvement.

Chart 1 3: Unemployment rates and changes,
January 2012

~
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Conversely, the number of jobless was still
growing in countries with higher than average
unemployment rates, from +4 % more
unemployed in Portugal, Ireland and Spain to

+25 % in Greece. Since Aprii 2011,
unemployment has progressively gone up in
most Member States, yet some countries are

still enjoying an improvement. Indeed, over

the three months to January 2012, five
countries recorded a moderate decline: Austria

(-0.2 ppto 4 %), Slovakia ( -0.2 ppto 13.3 %),
Romania ( -0.1 pp to 7.2 %), Finland ( -0.1 pp
to 7.5 %) and Lithuania ( -1 pps to 14.3 %).
German unemployment has fallen s teadily over
the past two years, reaching a close to historic

low at the end of 2011 with 5.7 % in November
2011, its lowest level since 1991. Yet, there

was a slight upturn in January 2012 (+0.1 pp
compared to December 2011, to 5.8 %). This
adversely affe cts the average EU
unemployment rate, since Germany is the
country that has done most to cushion the rise

in European unemployment over the recent
period , as also highlighted by Chart 13
covering the twelve months to January 2012

Finally, the number of un employed is
trending up in most Member States,
including the larger ones

Since spring 2011, the number of unemployed

has risen in most of the large Member States,

such as France (+4 %, +100 000), Italy (+9 %,
+190 000), Poland (+9 %, +150 000) and the
United Kingdom (+10 %, +230 000) and
accelerated in Spain (+11 %, +530 000, see
Chart 14).

Chart 14: Change in the number of unemployed
(6000 peopl e)
March 2011 and between April 2011 and
January 2012
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An upturn has occurred too in Me mber States
with lower than average unemployment rates,
such as Denmark (+5 %, +10 000) and the
Netherlands (+19 %, +70 000). Over the three
months to January 2012, the number of
unemployed increased in 20 Member States.

bet w®n andApr i |

With the recent upturn in Germany ( 12 000
more unemployed over the three months to
January 2012), all large Member States are
concerned. Noticeable increases were recorded

in the three months to January 2012 in ltaly

and Spain, which account for half of the
European rise, and in Portugal (+ 64 000,
+9 %), Greece (+74 000, +8 % to November
2011) and Bulgaria (+22 000, +6 %).

Chart 15: Unemployment rate in selected
Member States Jan 2006 -Jan 2012 (Lhs) and
standard deviation of monthly unemployment

rate (Rhs)
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Ongoing  divergence among  Member
Statesd | abour markets

European unemployment rates were
converging from the mid  -1990s up until May
2008, when the standard deviation from the

EU average was as low as 2 %. That figure
then increased to 4.5 % two years later. Since
then the divergence hasre  mained high and the
range between the Member
lowest unemployment rates in January 2012 is

the widest of the last decades, with more than

19 points between the lowest unemployment
rate (in Austria, 4.0 %) and the highest (in
Spain, 23.3  %).

LONG-TERM UNEMPLOYMENT

There are signs that long -term
unempl oyment in the EU i

The substantial rise in unemployment over the
period 2008 -2009 has continued to feed into
long -term unemployment. With little new
infow into unemployment since 2010 and
demand not picking up, the share of
unemployed persons who remained without a

job for more than a year started to swell from

a third in the third quarter of 2009 to 43 % two
years later. In the third quarter of 2011 close

to 10 million people wer e unemployed for more
than a year
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After bottoming out in mid -2008, half a year
after unemployment bottomed, the long -term
unemployment rate in the EU has risen to the
levels observed in mid -2000. However, the
annual increase had slowed to 0.3 pp in the
third quarter of 2011, from a significant 0.9 pp

a year before. Still, at 4.1 % in the third
quarter of 2011, the long -term unemployment
rate widened its three -year gap to 1.6 pps
(compared to the  low of 2.5 % recorded in the
third quarter of 2008 , see Chart 16 ).

Chart 16: Unemployment and long -term
unemployment rates in the EU, 2005 -2011

Long-term unemployed - share of unemployed (rhs)
—-#¥-— Unemploymentrate (lhs)
—&— LUR- % of labour force (lhs)

,_.
¥
-
=
=1

@
=3

* Fe
Ky K

@
=

% of labour force
=
=

IS
Y
153

% ofunemployed

Source: Eurostat, Series on unemployment and Labour Force Survey.
Data on unemployment seasonally adjusted, data on long -term
unemployment non -seasonally adjusted.

éand t he -térrm nongmployment rates
reached similarly high levels for both
women and men

More severe initial deterioration in the labour
market for men than for women also resulted

in a steeper increase in long -term
unemployment among men (see Chart 25).
Overall, the long -term unemployment rate for
women increased from its low of 2.7 % in 2008
to 4.1 % in the third quarter of 2011, while for

men it rose more steeply from the low of 2.3 %
to the same figure of 4.1 %.

Edging up of long -term unemployment
has been driven by severe increase in few

Member States, while in most it ha S
stabilised...
Nearly all Member States registered a sharp

increase in long -term unemployment over the
three years to th e third quarter of 2011.
However, most of the increase occurred
between 2008 and 2010 . Compared to a year
earlier, the long -term rate had , by the third
quarter of 2011, declined or remained
unchanged in most Member States, and had
moderated in the others . The highest rises ( but
of just 1.4-1.6 pps) were still seen in Bulgaria,
Cyprus, Greece and Luxembourg. Overall, the

long -term unemployment rate quadrupled in
Ireland, Latvia and Spain, and surged even
more from a  subdued 1.3 % in Lithuania to
nearly 8 % ( see Chart 17).

Chart 17 : Long -term unemployment rates for
EU Member States, 200893, 201093 and
2011q3
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...S0 variation s are more pronounced now
and long -term  unemployment is a
challenge in some Member States

As a result of three years of deterioration, the

long -term unemployment rate now varies more
markedly across Member States, ranging from
around 1 % in Austria to more than 8 % in
Ireland, Gree ce, Slovakia and Spain (see Chart
17). More than half of  all unemployed persons
have been without a job for more than a year

in these latter countries (except for Spain) but

also in the Baltic States, Bulgaria and Italy,
while in Austria, Cyprus, Denmark, Finland and
Sweden less than a quarter of the job seekers
have been without a job for more than one
year.

Long -term unemployment in the EU may
intensify, along with associated social
consequenceseé

Though the annual increase in long -term
unemployment has slowed down, recent
unfavourable developments in unemployment
may soon cause a renewed surge. The
increased risk of long  -term unemployment may
have more severe effects on most parts of the
population, causing serious problems for both
the individuals affected and the overall
economy. The negative effects in terms of loss

of human capital, including skill depreciation
and loss of motivation, and thus of future
employability, career prospects and earnings,
can be signif icant. Long -term unemployment
can often lead to eventual discouragement and

to people leaving the labour market.

March 2012 |17



EU Employment and Social Situation

European
Commission

Social Europe
Quarterly Review

éincludi s k

social failure

ng a high roi

Overall, long -term unemployment generates a
high risk of poverty and social exclusion. In
2010, just less than 65 % of all unemployed
persons (aged 18+) in the EU were classified

as living in poverty or social exclusion. They
have had to cope with at least one of three
situations: monetary poverty (around 45 %),
material deprivation (23.5 %) a nd/or living in
households in which no  -one is in work. These
shares remained unchanged over the previous
year and are notably higher than for the
employed population, where just 12 % lived in
poverty and social exclusion. Remaining in
long -term unemploymen t for several years
brings with it a persistent risk of poverty and
associated social failure and often leads to an
intergenerational transfer of poverty (see the
special focus on child poverty).

Inactivity and discouragement

On the other hand, inactivit
not increased?é

y in the EU has

The unfavourable labour market conditions,
with higher unemployment and long -term
unemployment, and the current second
downturn have had no evident impact on
inactivity in the EU as a whole. At EU level, the
average inactivit y rate has remained broadly
stable (or even decreased by 0.3 pp) since the
crisis began, fluctuating marginally just below
the 30 % level. However, this stability masks
somewhat divergent developments in inactivity
rates across the Member States and for sp

sub - populations.

ecific

€ owning
women

to a decline in inactivity among

Trends in male and female inactivity continued

to diverge by the third quarter of 2011.
Women have become steadily more active in

the labour market, with the inactivity rate, at
35 %, d own 0.4 pp over the year to the third
quarter of 2010. On the other hand, male
inactivity has remained more stable, with the

rate here, at 22.2 %, in fact up 0.1 pp on a
year earlier and 0.5 pp on the third quarter of

2008 (see Chart 26).

The inactivity tr
States €

ends vary across Member

Notwithstanding the underlying stability in
inactivity at EU level, there have been

of

divergere rtrengls aadn dituations across the
Member States. Lithuania, Malta and Poland o}
the latter two with the highest inactivity rates

in the EU 8 were the most successful Member
States in terms of getting people into the
labour market over the last few years, the
inactivity rate falling by 2.2 pps or more over

the three years to the third quarter of 2011.

On the other hand, Bulgaria, Irelan d and
Slovenia registered an increase of 1.7 - 3.6 pps
over that period, while inactivity also increased

by 1.5 pps, albeit from a low level, in
Denmark.

While in Poland the decline was less marked
over the previous year, the decline in inactivity

in Malta and Lithuania, and in additionally in
Estonia, was most pronounced in the year to

the third quarter 2011 (up by around 1 pp or
more). On the other hand, Belgium, Cyprus

and Romania were the countries with the
highest increase (by around 1 pp , see Chart
18). Due to the structure of the labour market

and the contrasting impact of the crisis, the
inactivity rate varies significantly across
Memb er States, ranging from just 20 % in
Denmark, the Netherla  nds and Sweden to just
below 38 % in Italy and Malta.

Chart 18: Inactivity rates for EU Member

States, 2008¢3, 201093 and 201193
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éwhi | e hast increasingly concealed
discouragement, with nearly every fifth
inactive person really wanting to wor k

Over and above nearly 7 % of unemployed
population (measured by the unemployment

ratio (15 -64)) a further 5 % or more of the
population (equivalent to 19 % of all inactive
persons) actually wants to work. On the one
hand, those who do seek employment ( but
were not classified as ILO unemployed - were
not immediately available for work) accounted

for 2.5 % of the inactive population in the third
quarter of 2011, slightly down from 2.9 %
three years before and unchanged from a year
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earlier. On the other, the share of inactive
persons who would like to work but who are
not actively seeking employment increased
from below 15 % to 16.4 % over the same
period, mainly during 2010.

Overall, discouragement has been increasing
during the crisis. In 2010, 4.6 % of all inactive
persons did not believe there was a job
available, compared to 3.7 % at the onset of
the crisis in 2008. This phenomenon of
detachment or discouragement is found across

all  population segments although, like
unemployment and long  -term unemploymen t,
it tends to be associated more with vulnerable
groups *.

Youth

The second downturn in labour market
conditions for young people in the EU has
continued, albeit at a more moderate
pace...

Labour market recovery for youth did not last
long. After a year of  stabilisation,
unemployment again began to climb in May
2011. However, there were some signs of
moderation last December and January.

During the three months to January, youth
unemployment increased by just 75 000
(1.4 %) while adult unemployment went u p by
490 000 (2.7 %). Still, compared to a year
earlier, youth unemployment was up by a
significant 270 000 (5.1 %) in January 2011,
driven mostly by an increase in young male
joblessness, while adult unemployment was up

by 1.2 million (6.9 %). So far, the second
downturn has left 300 000 (5.8 %) more young
people unemployed and 1.3 million (7.2 %)
more adults unemployed in January 2012,
compared to April 2011 (see Chart 19).

4 See the analysis of labour market segmentation in the
September 2011 issue:
http://ec.europa.eu/social/main.jsp?langld=en&catld=89&n
ewsld=1080&furtherNews=yes

and the analysis of discouragement and underemployment in
the December 2011 issue:
http://ec.europa.eu/social/main.jsp?langld=en&catld=89&n
ewsld=1080&furtherNews=yes

Chart 19:
young people

Changes in EU unemployment for
and adults, 2005 -2012
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Sour ce: Eurostat, Series on unemployment. Data seasonally adjusted.

éand t he unempl oy ment the
young has continued to edge up to
unprecedented levels...

The youth unemployment rate, which remained
broadly stable at around 21 % between mid -
2010 and mid -2011, started to rise in May
2011. In fact it surged by 1.5 pps (especially
strongly last autumn) to reach a new high of
22.4 % in January 2012 (see Chart 20). The
rate in January was 1.3 pps higher than the
rate registered a year ago, and 0.4 pp higher
than three months earlier. Compared to that,
the unemployment rate for adults increased by
just 0.4 pp over its recent low in February/
March 2011 to 8.7 %, up just 0.2 pp compared
to the level three months before.

Young women and young men both started to
encounter a shortage of jobs at the same time:

the unemployment rate for young men has
increased since spring to 23.1 % and that for
young women climbed 21.4 % in January 2012

Chart 20: Youth u
by sex, 2005 -2012

nemployment rates for the EU

—+—Total —+ Women —+— Men

% of hbour force 15-29
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Source : Eurost at, Series on unemployment. Data seasonally adjusted.
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Youth unemployment increased in most

Member States during recent

Hidden behind the general deterioration in the
labour market for young people in the EU lie

diverging trends across Member States (see
Chart 21 and Chart 22). The youth
unemployment rate rose in most of the

Member States and fell in just a few during the
three months to January 2012 (or respective
dates). The rate continued to rise markedly in

Bulgaria and Cyprus, adding 3.8 pps and 3.4
pps respectively, and to edge up by 2.2 -2.8
pps in Estonia, Greece, Lithuania and Portugal.

On the other hand, it continued to decline in
Germany and Luxembourg (down 0.4 - 05
Pp).

éand t he yout h unempl oyment
again higher than a year ago in m ost
Member States

In line with various other developments over
recent months, the rate of unemployment
among young people is higher than a year ago

in most Member States. Cyprus, Greece and
Portugal recorded the highest year -on-year

rises (9-12 pps). The r ates have reached
alarming levels of nearly 50 % in Greece and
Spain. On the other hand, the situation
improved in seven Member States, most
noticeably in Latvia (down by 3.2 pps) over the
year to the third quarter of 2011.

Chart 21: Youth unemployment rat e for EU
Member States, January 2011, October 2011
and January 2012

Jan 2012

A Jan 2011

+0ct2011

% of hbour force 15-24

Source : Eurostat, Series on unemployment. Data seasonally adjusted.
Note: * EL and UK Nov 2011, ** EE, CY, LT and SI Q4 2011, *** LV
and RO Q3 2011.

The overall impact of the downturns
young people in the EU has
substantial &

on
been

The marked deterioration in the labour market
situation for young people during the crisis of
2008 -2009 and the current renewed downturn
have highlighted the problem of youth

unemployment. At 5.5 million, y outh unem -
piaymenthis é¢he EU is up by more than a
quarter (1.5 million) compared to the low of
spring 2008

Chart 22 : Youth unemployment rates and year -
on -year changes, January 2012
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The period since spring 2008 can be divided

into three phases: the init ial years of 2008
2009, with a marked increase in
unemployment among young men; a weak
recovery in 2010 -2011, when unemployment
stabilised and any small unemployment
increases tended to favour women; and the
period since May 2011, where the
unemployment ri  se has affected young women
and men alike. This marked overall increase
was driven by a sharper rise in unemployment
among young men, who account for 60
(nearly 1 million) of the increase, while
unemployment among young women grew by
540 000.

%

t affects more than one in
ople active in the EU labour

Unemploymen
five young pe
mar ket é

The youth unemployment rate has been on
average 2.5 -2.7 times higher than the adult
rate, and the downturn has only added to the
structural problems young people face on the
labou r market. While the unemployment rate
for adults, at 8.7% in January 2012, remains

3.0 pps higher than its low of 5.7% in early
2008, the rate for young people (currently
22.4%) is very markedly up, by more than
7 pps from a low of around 15%.

March 2012 | 20



EU Employment and Social Situation

European
Commission

Social Europe
Quarterly Review

éand 0 v B ruadmployment
nearly one in ten young pe ople

concerns
in the EU

The comparative  disadvantaged position of
young people is less pronounced if
unemployment is compared to the respective

total population (not to the labour force),
though a discrepancy persi  sts and the recent
deterioration is not yet taken into account. In

the third quarter of 2011, while 6.3 % of all
adults were unemployed, up 1.9 pps on its low

of 4.4 % in the third quarter of 2008, the
corresponding figure for young people was
9.3 %, up 2. 1 pps on its low of 7.1 % three
years earlier.

Youth unemployment became a major
challenge in nearly all Member States

The current labour market situation varie S
across Member States, and youth
unemployment has become a serious problem

in several countries , hitting historic highs in
some (Cyprus, Denmark, Hungary, Greece,
Ireland, Italy, Spain, the UK) The youth
unemployment rate is now over 15 % in all but
seven countries (Austria, Denmark, Germany,
Luxembourg, Malta, the Netherlands and
Slovenia) and is around 30 % or more in Italy,
Ireland, Latvia, Lithuania, Portugal and
Slovakia. At the extreme end of the scale,
unemployment affects nearly half of all active
young people in Greece (48.1 %) and Spain
(49.9 %, see Chart21 and Chart 22 ).

Long -term unemp loyment among young
people remains problematic in the EU...

The increase in the long -term unemployment
rate for young people during the crisis was
more noticeable than for other age groups,
though the rise  had levelled out by mid -2011
(see Chart 25). In the third quarter of 2011,

the long -term unemployment rate for young
people was up by 0.5 pp compared to a year

earlier, an increase higher than for prime -age
adults and for older people aged 55 -64.
Overall, the long -term youth unemployment

rate increased by 2.9  pps from its low of 3.4 %
in the third quarter of 2008 to 6.3 % three
years later, while the rate for adults rose by

15 pps from 23 % to 3.8% in the same
period. The recent unfavourable developments

in youth unemployment may soon intensify the

long -term unemployment ~ problem .

Inactivity among young people in the EU
| abour market has conti

Inactivity among young people in the EU has
continued to rise, albait recently at a slower

nued

pace (see Chart 26 ). The large increase in the
rate for young people during the crisis
contrasts with developments in participation
rates for other age groups, especially for older
people, for whom the rate has decreased year -
on-year at roughly the same pace as before
the cr isis. In the third quarter of 2011, the
inactivity rate for young people, at 56.0 %,
was up by 0.3 pp compared to a year earlier

and by 1.8 pps on the third quarter of 2008.

éparlytdue to

The increase in youth inactivity results in some
part from discouragement. In the third quarter
of 2011, 2.0% of inactive young people were

actually seeking employment (but were not
classified as ILO unemployed i were not
available immediately to work ), the same

share as a year before and 0.3 pp fewer tha n
in the third quarter of 2008. At the same time
12.6 % wanted to work but were not seeking
employment, which was an increase of 0.4 pp

over 2011 but return to the level of thre e years
before (12.6%). Overall, the share of inactive
young people who think t hat no work is
available increased from 1.3% in 2008 to

1.6 % in 2009 and further to 1.8 % in 2010.

The surge in unemployment and the increase

in inactivity over the three years to the third
guarter of 2011 also resulted in a drop in the
employment rate fo r young people to 34.7 %,
which was more severe than among adults
(see Chart 27 ).

éwhi | e inactivity due t

training has remained fairly constant

The share of young persons who are inactive
because they are in education and training -
which is the main reason for inactivity - has
remained broadly stable since 2005, at 86 % in
the third quarter of 20  11. In general, in recent
quarters (w ith the inactivity rate rising by
between 0.3 and 0.7 pp year -on-year) the
percentage of young people participa ting in
education or training has remained broadly
unchanged year -on-year (fluctuating around
65-67 %).

The deterioration of the labour market for
youth has been reflect ed by the rise in
NEET s

Given the high share of young people in
education, inactivity a s such should not be a
gogsideration béjt it is the young people who
are neither in employment, nor in education
and training (NEET s) who constitute the
biggest problem  group. In the third quarter of
2011, 14.3 % of young people came in this
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NEET category, accounting for 8.3  million
young people, nearly unchanged on a year
earlier (+43 000) , but notably up (roughly
+800 000) on the 12.5 % registered in the
third quarter of 2008 (see Chart 23).

Eurofound ® explores in more details the issue
of NEET s in the EU , including the profile of the
NEET group and risk factors, economic costs
and social consequences.

Chart 23: Young people n ot in employment,
education or training (NEET) for EU Member
States, 2008g3, 201093 and 201193

25

m2011Q3
+2008Q3

20— -201003

10

% of population 15-24

Source: Eurostat, Labour Force Surv  ey. Data non -seasonally adjusted.

Hidden behind a stable NEET rate for youth in
the EU over the last year, there lie diverging
trends across Member States (see Chart
23).The NEET rate rose in most of the Member
States during the year to the third quarter o f
2011 1 it surged most notably in Belgium,
Cyprus and Greece (gaining 2.0-3.7 pps).

5

http://www.eurofound.europa.eu/publications/htmifiles/ef11
72.htm

On the other hand, it decline d in Austria,
Slovenia and Latvia (down 1 -2 pps). Compared
to three years earlier, the NEET picked up most

in Cyprus and Greece (up by more t han 5 pps)
and declined in Austria, Germany,
Luxembourg, Slovenia and Sweden.

Consequently, the NEET rate now varies more
markedly across Member States, ranging from
less than 6 % in Luxembourg and the
Netherlands to more than 20 % in Bulgaria,
Ireland, It aly and Spain.

The double downturn of the EU labour
market for young people may intensify
social risks

The severe development since spring 2008 has
been all the more worrying as there is ample
research evidence to suggest that a period in
unemployment dur ing early adulthood has
lasting negative effects in terms of both future
employment and wage prospects. Moreover,
increased unemployment can heighten the risk

of long -term unemployment or detachment
from the labour market. If the recent  upward
trend in the unemployment continues, long -
term unemployment, the proportion of young
people not in education or training and other
challenges might intensify.
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Box 1: Recent measures to tackle youth unemployment: The Youth Opportunities Initiative

Background and recen t measures

"The most urgent social matter" % 5.5 million young people in the EU are currently unemployed,

accounting for more than one -fifth of all active youth, and roughly 8 million young people between 15
and 24 are neither in employment nor in educatio n or training (NEET). This concerns not only low -
skilled young people having left school too early, but more and more university graduates who cannot

find a first job.

Against this backdrop, the European Commission launched a Youth Opportunities Initiativ e (YOI
on 20 December 2011. While employment and education policies are primarily Member States'
competence, the objective of this initiative is to enhance, with EU policy and financial support, the

delivery of concrete measures tackling youth unemploymen t on the ground. YOI is based on a strong
co-operation with the Member States, to support them in defining and implementing appropriate

strategies and measures for tackling youth unemployment, by making full use of available EU funding.

The initiative has  two central objectives:

A Stop the inflow of very young people into unemployment: those leaving education at the age
of sixteen or seventeen should continue with a high quality vocational training. This will prepare them
better for jobs in areas where the re is demand for new workers;

A Give young people with a diploma the opportunity to gain work experience: for example in
high quality traineeships, or in a job through incentives for the recruitment of young people.

Member States, in particular those with the highest youth unemployment rates, are thus called upon
to take decisive measures in the following four main areas:

A preventing early  school leaving;

A developing skills that are relevant to the labour market;

A supporting a first work experience and o n-the -job training;

A access to the labour market: getting a (first) job.

To these four areas, one should also add, as foreseen in the Youth on the Move flagship initiative (see

below), the so -called "youth guarantees": the European Commission encourages M ember States to
ensure that all young people are in a job, further education or training within four months of leaving

school. The informal European Council in January 2012 committed to the objective that within a few

months of leaving school, young people should receive a good quality offer of employment, continued
education, an apprenticeship or a traineeship

In the framework of the forthcoming Employment Package due in mid -April 2012, a staff working
document will focus on the first steps taken under the YOI. This document will present an overview of
recent measures taken in the Member States, in particular those with high youth unemployment. To

support the implementation of these policies at national level, two studies will be published in April

and May this year: "Study on the apprenticeship supply in the Member States" and "Study on a
comprehensive overview on traineeship arrangements in the Member States".

Member States are expected to address youth employment in their 2012 National Reform Programmes

under the Europe 2020 strategy and youth policies and measures will systematically be addressed in

the Country Specific Recommendations for 2012. The Commission will continue to assess and analyse
measures taken by Member States to fight youth unemploymen t and will report on this to the informal
Council of Employment and Social Ministers in April 2012.

Main actions financed directly by the Commission in the Youth Opportunities I nitiative will include:

A G 4 million to help Member Sntea sohesnessteeansura youny peoplet h
are either in employment, education or training within four months of leaving school;

A G 1.3 million to support the setting up of appre
An increase of 10% by the end of 2013 would add a total of 370 000 new apprenticeships;

A G 3 million of the European Soci al Fund Techni cal

setting up of support schemes for young business starters and social entrepreneurs.

5 This is how European Commission President Manuel Barroso qualified the plight of youth unemployment, in his State of the Unio n
address to the European Parliament in September 2011 ( see also http://ec.europa.eu/commission_2010 -2014/president/state
union -2011/index_en.htm ).
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The actions proposed by the Commission will pave the way for Member States to develop further
youth -related measures under the next generation of European Social Fund programmes and as part
of the EU budget 2014  -2020.

Youth in the Europe 2020 Strategy

As suggested above, youth also figures prominently in the Europe 2020 strategy , which is aimed at
establishing smart, sustainable and inclusive growth in the EU .7 YOl is an integral part of th is
strategy and builds on Europe 2020, especially on the '"Youth on the Move' flagship initiativ e, one of
the seven flagship initiatives contained in the strategy.

A ‘Youth on the Move' 8 is a comprehensive package of policy initiatives on education and

empl oyment for young peopl e in Europe. It ai ms t
employabilit y, to reduce high youth unemployment and to increase the youth -employment rate 1 in
line with the wider EU target of achieving a 75% employment rate for the working -age population (20 -
64 years).

In addition to this, another flagship initiative is also helping youth:

A "The Agenda for New Skills and Jobs' % is designed to help the EU reach its employment
target for 2020: 75% of the working -age population in work. The Agenda also contributes to achieving

the EU's targets to get the early school -leaving rate be low 10% and more young people in higher

education or equivalent vocational education (at least 40%), as well as to have at least 20 million
fewer people in or at risk of poverty and social exclusion by 2020.

The strategy is being implemented in the framewo rk of the European Semester, through which the
Commission examines the national policies and makes country specific recommendations, putting the
emphasis on youth. Already in the previous exercise, in 2011, ten Member States received country -
specific recom mendations on youth employment, and eleven in the area of education. By mid - April
2012, Member States are expected to report on these recommendations to the Commission, in their

National Reform Programmes (NRP).

Looking ahead: promoting youth entrepreneurs hipé

The Europe 2020 strategy, along with the flagship initiatives referred to above, recognises
entrepreneurship and self  -employment as key for achieving smart, sustainable and inclusive growth.
Entrepreneurship and self -employment indeed contribute to jo b creation, skills development and to
giving unemployed and disadvantaged people an opportunity to fully participate in society and the
economy.

Recently, the European Commission launched a project over 2012 7 2014 in association with the
OECD aimed at co llecting data on the importance of entrepreneurship and self -employment in
achieving inclusive growth. It will take the form of annual reports and, each year, three policy briefs

are to be produced. The first policy brief, released in March 2012, addresses the question of youth
entrepreneurship.

Here are its main conclusions:

A 40% of youth indicate an interest in self -employment and governments have a substantial
number of programmes in place to help them start businesses, including entrepreneurship educ ation
and training; coaching and mentoring; financial support; and infrastructure including incubators and
youth business networks.

A There is some evidence of success in helping young people to exit unemployment and
generating economic value added, althou gh the evidence base is relatively small and generally lacks
rigour; evaluation should be bolstered so that policy makers can focus on approaches that work.

A Youth entrepreneurship is unlikely to be a panacea for solving the youth unemployment
problem but it can be a part of the response. To maximise effectiveness and efficiency, policy should
target resources on young people with the best chance of success, provide sufficient support to allow
them to start businesses outside of low entry -barrier but high competition sectors and provide
integrated packages of complementary support rather than one -shot instruments.

(0]

" More information on  http:/ec.europa.eu/europe2020/index_en.htm

8 More information on  http://ec.europa.eu/youthonthemove

® More information on  http:/ec.europa.eu/social/main.jsp?langld=en&catld=958
19 To be downloaded from  http://www.oecd.org/datacecd/59/51/49972985.pdf
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Other selected groups

This section on vulnerable groups is based
mostly on EU LFS data, which cover the period

up to the third quarter of 2011 , SO the recent
downturn in the EU labour market, visible in

the unemployment statistics, is not yet
properly reflected  here.

By the third quarter of 2011, the situation on

EU labour markets had deteriorated again for
some population segments, namely migra nts
and the low -skilled, but also for high  -skilled
groups. The unemployment rate had gone up

for those groups and long  -term unemployment
expanded the most.

Older people in the EU have remained
least affected by the downturn é

Compared to other age groups the labour
market for older people (aged 55 -64) has been
least affected. They have increasingly stayed in

the labour market even during the crisis.

In the year to the third quarter of 2011, the
unemployment rate for older people, always
lower than for youn g people and prime -age
adults, edged down slightly by 0.1 pp to 6.5 %
(see Chart 25). Consequently, the increase in
the long -term unemployment rate moderated

to a negligible 0.1 pp (see Chart 26). A decline
in the inactivity rate d by a significant 1.1 pps

to just below 50 % (see Chart 27), meant the
employment rate for older people picked up
significantly, by 1.1 pps (see Chart 28).

Overall, while three years of labour market
downturn increased the unemployment rate for
older people by just 1.7 pps, less than for
other age groups, the inactivity rate continued

its downward trend (down 2.7 pps ) improving
the employment rate by 1.7 pps.
éyet efforts ar e needed

employment of older people and prevent
long -t erm unempl oyment é

However, at least two issues have continued to
make older people vulnerable. First, despite
improvements, their employment rate
remained very low - 47.7 % in the third quarter
of 2011, reflecting the low average exit age,
which stood at 61.4 in 2008 -2009. Secondly,
while the long -term unemployment rate was
no higher than that for prime -age adults (at
3.8 % by the th ird quarter of 2011), nearly
60% of the unemployed aged 55 -64 remained
without a job for more than a year.

t

éto continue t he
poverty and social exclusion among older
people

Because the labour market for older people has
deteriorated less t han that for other age
groups, the level of poverty and social
exclusion in this group has gone down and is
the lowest among all age groups.

In 2010, around 22 % of people aged 55+ in
the EU were classified as living in poverty or
social exclusion, down by around 1.5 pps on
2009. They faced at least one of the following
three situations: monetary poverty (less than

14 %), struggle with material deprivation
(6.7 %, down from 7.7 % in 2009) and/or living
in jobless households. These rates were similar
to tho se for prime -age workers, among whom
just under 22 % lived in poverty and social
exclusion. Unemployed older people faced a
higher risk of poverty and social exclusion
(more than 60 %) but this rate is lower than
that for the prime  -age unemployed (66%).

Un employment of migrants in the EU has
gone up again , adding to the effects of the
severe 2009 deteriorationé

The labour market situation for third -country
migrants has always been difficult and the
economic downturn has exacerbated the
problems .

After some stabilisation in 2010, for the year to

the third quarter of 2011, the unemployment

rate of non -EU nationals had increased by 0.8
pp, while the inactivity rate had remained
unchanged. This deterioration contributed to

the reduction of the employment rate b y 0.6
pp ( see Chart 28).

The unemployment rate for migrants remains
more than double the rate for nationals. Nearly
oneeacti\éeonbigrragt inefive is unemployed, up

by around 6 pps gon the level recorded three
years ear lier. The gap in the unemployment
rate between non -EU nationals and nationals,
which oscillated around the 7 -8 pps level
before the crisis, was around 11 pps in 2011
(see Chart 24) . These negative trends have
aggravated the risk of poverty and social
exclu sion among migrants. Around 42 % of
adult migrants aged 18 -64 in the EU were
classified as living in poverty or social
exclusion in 2010, up by around 1.4 pps on
2009, and 3.2 pps above the low recorded in
2008. They faced at least one of the following
situations: monetary poverty (a third),
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struggling with material deprivation (16 %),

and/or living in jobless households. These
shares have been increasing over recent years,
and are notably higher than for nationals,

among whom just under 22 % live in povert y

and social exclusion.

On the other hand, the inactivity rate for
migrants, at 31 % in the third quarter of 2011,
was up 0.5 pp on the rate three years earlier

(see Chart 27), and has remained close to the
level o f 29 % for nationals. Consequently, the
surge in unemployment over the three years to

the third quarter of 2011 almost entirely
accounted for the drop in the employment rate

by 4.6 pps to around just 55.5 % (see Chart
28).

€l o nterm unemployment of migrants
has intensified and become especially
al armingé

The long -term unemployment rate, which had
deteriorated sharply during the crisis, remains
particularly high for non -EU nationals. It
increase d further after moder ation in the first
half of 2011, and had reached 8.6 % by the
third quarter of 2011 (up 4.3 pps), against

4.4 % three years earlier (see Chart 26).

...which impacts heavily on already high
poverty and social exclusion for migrants

These negative trends hav e aggravated the
risk of poverty and social exclusion among
migrants. Around 42 % of adult migrants aged
18-64 in the EU were classified as living in
poverty or social exclusion in 2010, up by
around 1.4 pps on 2009, and 3.2 pps above
the low recorded in 2  008. They faced at least
one of the following situations: monetary
poverty (a third), struggling with material
deprivation (16 %), and/or living in jobless
households. These shares have been increasing
over recent years, and are notably higher than

for nationals, among whom just under 22 %
live in poverty and social exclusion.

Chart 24: Unemployment rates for the EU by
nationality
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Chart 25: Year -on -year
unemployment rates for
groups

changes in
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Chart 26: Year -on-year changes in long -term
unemployment rates for the EU by population
groups
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Chart 27: Year -on-year changes in inactivity
rates for the EU by population groups
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Source: Eurostat, Labour Force Survey. Data non -seasonally adjusted.

Chart 28: Changes (year -on-year and three
years to 2011g3) in employment rate
decomposed i nto change in unemployment
ratio and inactivity rate for the EU by
population groups
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Financial situation of households

Results from the consumer surveys carried out
under the auspices of the joint harmonised EU
programme of business and consumer surveys
indicate a moderate recent decline in the share
of households experiencing financial distress
across the EU. This reflects a recent fall in
households reporting they are running into
debt, although the overall level of financial
distress remains broadly similar to that
observed in late 2008. Prior to this recent
improvement the share had been increa sing
more -or-less continuously since the beginning

of 2011, reaching a peak in the autumn of that

year (Chart 29).

11

The effect of the crisis continues to be felt to
differing degrees according to the level of
household income. Data on financial difficultie s
for households in different income quartiles
indicates there has been a recent stabilisation

in financial distress across the two lower
income groups, although at levels well above
their respective long -term averages * (Chart
30). In contrast, financial d istress among third
guartile income households has declined in
recent months to around the long -term
average, while for upper income households it
remains below, as it has generally been
already since early 2009, and well down on the
levels observed in ear ly 2008. This suggests
that richer households continue to suffer
relatively much less than the lower quartiles

from the lingering effects of rises in financial
stress due to the crisis.

Indeed, the upper quartile households in
particular have recovered mo re strongly and
rapidly following the crisis, while, in contrast,

the lower income quartile groups have
generally continued to feel heightened financial
stress over the entire period subsequent to the
crisis, albeit following a rather volatile pattern.

For both lower quartiles the financial strain
indicator has generally remained significantly
above their respective long -term averages for
almost the entire period since late 2008.

Although figures for the EU suggest little
change in the balance figures on household
financial situations this masks quite marked
divergence in developments across individual
Member States (Chart 31). For example,
balance figures on household financial
situations in countries such as Germany,

1 The combined share of households reporting t hat they are
either having to draw on savings or are running into debt.
12 For the period since 2000
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Luxembourg and Sweden indicate broadl y the former but no signs yet of a sustained
positive trends over the years following the recovery in the latter two where the balance
financial crisis, but with a period of weakening remains at suppressed levels. Reflecting the
over 2011 followed by some signs of recent financial turmoil in that Me mber State,
improvement very recently. This compares there has been a very pronounced downward
with pronounced downward trends over this trend in the balances in household financial
period in countries such as Latvia, Spain and situations in Greece over the last year or so.

Romania, although there has been a very
marked improvement over recent quarters in

Chart 29: Share of households reporting financial difficulties (2000 i 2012)
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Source: Joint harmonised EU consumer surveys

Chart 30 : Reported financia | distress in households by income quartile of household (2000 i 2012)
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