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Executive summary

The EU Employment and Social Situation Quarterly Review provides an overview of
developments in the European labour market and the social situation in the EU, based on the

latest available data. Against the backdrop of persistent  difficulties on the labour markets ,
marked by ever higher unemployment at EU level, and rising divergence across Member
States , the number of people at risk of poverty or social exclusion in the EU now accounts
for nearly one -fourth of the EU population

In the third qua rter of 2012, output of goods and services , driven by exports, public and private
consumption, was not high enough to prevent the EU economy from contracting compar ed with
the third quarter of last year. In the EU, GDP shrank by about 0.5 % over the year . The
economic activity in more than half of the Member States continued to fall, with a significant
slow -down in Romania, the Netherlands, Finland, Slovenia and the Czech Republic. In the

countries registering growth , the rate of growth remained more or les s the same, with  the Baltic
countri es growing by more than 3.3 %. Among large r Member States, the economy continued to

grow in Germany, France and Poland, whereas it shrank further in Italy, Spain and the United
Kingdom.

Dragged down by falls in the levels of temporary and full -time employment , and
despite some positive developments in part -time jobs, overall employment has continued to
decline. Employment  at EU level remains stubbornly  weak . It has been trending down again

since mid -2011 . Over the year to the third quarter 2012, employment fell more steeply in the

euro area ( -0.7 %) thaninthe EU  as awhole (-0.5 %, down 1.1 million ). In the third quarter of
this year , it fell again by 0.2 % . The steepest declines since last year were recorded in Greece
(-8.9 %), Lithuania (  -5.5 %), Spain and Portugal (both -4.1 %), hardly compensated by rises in
Latvia (+3.4 %), Luxembourg, the UK, Malta and Estonia (+2.1 to +1.2 %). Most Member
States 1 19 out of the 24 for which data is available - recorded an  employment level below
that of  four years ago (EU: -2.4 %) .

In this bleak context, the EU job -finding rate has de clined further , from an already low
level, while the risk of becoming unemploy ed has increased. The job -finding rate decreased to
12.1 % in the second quarter of 20 12, from 12.5 % in the previous quarter, reaching a record
low. Four years ago it stood at about 20 %. In addition, the risk for employed people to lose

their job also increased slightly in the second quarter , with the job -lossrate at 3.5 %.

The number of unemployed in the EU has continued to rise over recent months, increasing by
3.5 million ( or 15.7 %) since March 2011 and reaching a new high of more than 26 million
(or 10.7 % of the active population ), by Novem ber 2012 . Unemployment trends remain less
favourable in the  euro area than in the EU as a whole. Moreover, divergence between EU

Member States in terms of unemployment rates has continued to widen , with an all -time
record gap of 22.1 percentage points (pps) now being observed  between the Member State with
the lowest rate of unemployment (Austria, 4. 5 %) and that with the highest (Spain, 26. 6 %).

Young people remain the first victims of  the lack of jobs, with the youth unemployment rate
reach ing a new peak in Novem ber 2012, at 23.7 %, up by 1.5 pps over the year, a rise

essentially driven by a dramatic decline for young people in temporary and full -time
jobs . Most Member States have to cope with rising youth unemployment. As a consequence the
EU employment rate for youth went down by 0.7 pp to 32.8 % over the year to the second
quarter of 2012. Growing long  -term unemployment and non -productive inactivity for
youth  pose serious risks for the young generation, which materialise particularly in the r ising
number of young people who are neither in employment nor in education and training (NEET) ,
and which now account for nearly 13 % of the population aged 15 to 24.

On the positive side, overall inactivity rates kept falling in the EU over the year to the second
quarter of 2012, in particular in those Member States with the highest rates. The decline in
inactivity was mainly driven by continued rises in female participation , although
inactivity also started to decline among men. Nevertheless, there are signs of increasing
discouragement among the remaining population of inactive people , as employment prospects
deteriorate . EU long -term unemployment continues its by now three -year upward trend. By the

second quarter of 2012, the number of people who had been unemployed for more than a year
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had increased by 14.3 % (or 1.35 million people) compared to the same quarter of 2011 to
reach a total of close to 11 million and accounting for 4.6 % of the active population.

In the second quarter of 20 12, while the inactivity rate of older working age people (55 -64)
declined further compared to a year ago, while their unemployment rate increased only
moderately. They nevertheless rem ain particularly vulnerable to long -term unemployment

and still exhibit relatively low levels of labour market participation. In that respect, the
employment gap between nationals and non -EU nationals increased further over the

year tothe second quartero f20 12.

Owing to 1 inter alia - the very difficult labour market situation, the number of Europeans at

risk of poverty or social exclusion increased by six million between 2008 and 2011,

affecting now 24.2 % of the population , as reported by the latest EU-SILC data (see Special
Focus at page 39). Large cross -country disparities are emerging, due to differentials in
household income growth. The most affected groups are working -age adults . Their
situation has deteriorated due to increasing joblessness and in-work poverty. As a consequence,
the situation of children has also deteriorated in a majority of Member States.

The share of the EU population reporting their households are experiencing financial

distress has risen worryingly sharply in recent months,  reaching yet another historical high.
Sharp rises in financial distress have now permeated across all income groups, with middle -
income households now experiencing the same marked rises that had been observed earlier in

2012 for the bottom and top quartile s. Over the last year the increase in financial distress has

been particularly sharp in ltaly, while Bulgaria, Greece, Ireland, Portugal and Spain also

recorded marked rises.

Likewise, the third European Quality of Life Survey makes evident a decrease in both
objective living standards and in perceived quality of life between 2007 and

2011/2012 , with the effects of the crisis particularly visible for the lowest income quartile.

There has been a general and marked decline in optimism, trust in government an d
employment security, accompanied by decreases in happiness and life satisfaction in a few

Member States, especially those experiencing the greatest economic difficulties. The financial

situation of households, measured by the ability to make ends meet an d perceived changes over
the past year, together with material deprivation, has worsened visibly across the EU (see
Special Focus atp age 44).

Labour productivity growth contracted further in several Member States, while growth in
nominal compensation per employee remained subdued so that on balance nominal unit labour

cost growth remained fairly moderate in most Member States T nevertheless, in Ireland the
downward trend in nominal unit labour cost growth since the onset of the crisis came to an end.

The | abour income share continued to decrease at a notable rate in several Member

States , especially in Spain and Slovakia.

The unadjusted gender pay gap in the EU declined between 2008 and 2010 on average,
from17.3 % to 16.2 %. This decline appearsto be aside effect of the crisis on the composition

of the workforce , with male -dominated sectors los ing ground relatively more than female -
dominated ones and more men accepting part -time and temporary  jobs . There has also been a
larger increase in higher educated female employment compared to males between 2008 and

2010. While the improvement in the gender pay gap is thus largely driven by composition
effects and therefore not necessarily long -term , the faster increase in women's average
educatio nal attainment may contribute to a more permanent decline in the gender pay gap,

as long as women are channelled towards the high -earning, skilled occupations with the highest
future labour demand (see Special Focus at p age 33).

Confidence stands at a very low level . As a result, t he economic outlook is bleak , with
unemployment remaining at a very high level and no significant improvement being
forecast before 2014 . Recently, the job vacancy rate and the labour shortage indicator both

declined, reflecting t he weak economic situation and outlook. Employment expectations in
industry have stabilised over the past months in the EU, although pessimism prevail s in the
majority of Member States. Over the four years to the third quarter of 2012, more than 2 % of
jobs disappeared in the EU across all sectors , although the intensity of job losses varied
between 9.3 % inindustry and 15.6 % in construction on the one hand, and 1.8 % in the trade
sector on the other hand
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According to the European Restructuring Moni tor, announced restructuring -related job
losses continued to outnumber announced job gains , by 148 000 against 46 000. Most of
the recent job loss announcements are related to Greece. Manufacturing industry still features
the highest number of both announc ed job gains and losses.

This edition of the Quarterly Review takes a closer look at the labour market and social situation

in Portugal . In addition to  the regular analysis of sectoral trends, a focus on the health and
social services sector inthe EU is also presented (see page 53), supplemented by a more in -
depth analysis, attached to the Review ( see "Special Supplement "). The health and social work
sector has been an important driver of employment growth in the European economy over the

last decade, in particular for women and older workers, and has helped to stabilise employment
growth in the crisis. Not only do SSGI help people to live in dignity and enjoy their fundamental

rights, but also to fulfil their potential and to take part in society.

Table 1: Latest labour market trends

2011q3 | 2011g4 | 2012q1 | 2012q2 | 2012q3
Real GDP
(% change on previous quarter, SA) 0.2 -0.3 -0.1 -0.2 0.1
(% change on previous year, SA) 14 0.8 0.1 -0.3 -0.4
Employment growth
(% change on previous quarter, SA) -0.1 -0.1 -0.2 0.1 -0.2

% change on previous year, . . -0. -0. -0.

(% ch i SA) 0.2 0.1 0.3 0.3 0.5
Employment rate
(% of w orking age population, NSA) 64.6 64.3 63.6 64.3
Job vacancy rate
(% of vacant and occupied posts, NSA) 15 1.5 15 1.5 14
Labour productivity
(% change on previous year, SA) 0.4 -0.2 0.1 -0.3
Labour cost
(% change on previous year, SA) 2.6 2.8 15 2.5 2.4
Long-term unemployment rate
(% Labour force, NSA) 4.1 4.3 4.5 4.6

2012 Jul |2012 Aug | 2012 Sep | 2012 Oct | 2012 Nov
Unemployment rate (SA)
Total (% of labour force) 105 10.5 10.6 10.7 10.7
Men 10.4 10.5 10.6 10.7 10.8
Women 10.5 10.6 10.6 10.7 10.7
Youth (% of labour force aged 15-24) 22.8 23.0 23.2 235 23.7
Source: Eurostat, DG EMPL own calculations.
Note: SA = seasonally adjusted ; NSA =non -seasonally adjusted.
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Introduction

The unemployment rate is still at its highest

in the EU !, at 10.7 % in Novem ber 2012
(11.8 % in the euro area) , and the situation
for young people remains very worrying
(unemployment rate at 23. 7% in the EU ),
while the outlook for the coming months is
poor. These developments have had a
considerable impact on the living conditions

of Europeans .

This Quarterly Revi ew provides an in -depth
overview of developments in the European
labour market and the social situation in the

EU, based on the latest available data. 2t
summarises short -term trends in GDP and
employment growth, changes in
employment by sector and catego ry 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 working hours,
productivity and labour costs, developments
in em ployment patterns and vacancies, the
impact of restructuring, and recent changes
in economic sentiment and employment
expectations. It explores in detail the latest
social inclusion trends, based on a wealth of
indicators.

Additionally, more specific topi cs are
reported on within the Special Focus
sections concerning: gender pay gap in the
wake of the crisis, the latest trends in
poverty and social exclusion and recent
findings from the  latest European Quality of
Life Survey. Recent developments in
Portugal,3 as well as inthe health and social
services in the EU are also focused on . The
latter analysis is also further developed ina
Special  Supplement. Finally, the two
annexes present the latest labour market
statistics and a selection of recently
publishe d and relevant research material.

1 "EU" refers to the aggregate value for the EU -27
(27 Member States). Other aggregates are
clearly ident ified in the text, e.g. EU -15, e uro
area or EA -17, etc.

2 This report is based on data collected up until

20 December 2012. The only exception is the
section on monthly unemployment, updated on 8
January 2013.

® Portugal is the only "programme country",
having received financial support from the EU,

ECB and IMF in recent years, which had not been
covered in any of th e previous editions of the
Quarterly Review in 2012 .

Macroeconomic and
employment context and
outlook

Con text

The EU economy is shrinking

In the EU, real GDP shrank by about 0.5 %
between the third quarter of 2011 and the

third quarter of 2012 ( see Chart 1). During
this period, demand was compressed by a
very low level of confidence and the
negative effects of fiscal consolidation.
Quarterly growth during the third quarter

was marginally positive, at 0.1 %.

The divergent movements in the US and EU
unemployment rates over the last twelve
months (respectively -l ppsand + 0.8 pp,
see Chart 2) reflect mainly the growth
differential (real GDP changed by,
respectively, roughly +2.5% and -0.5%
year -on-year), as well as the falling labour
participation rate in the US.

Chart 1: Real GDP volumes in the EU and the
us
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Source: Eurostat, National accounts
adjusted data [namqg_gdp_K]

, seasonally

Quarterly growth supported by exports,
private consumption and services

The third -quarter growth in the EU was the
result of increased exports and domestic
demand, with rising private consumption
and stagnating government expenditures.
The overall growth picture benefited from
the growth of trade, transport and food
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services, professional and support services, Chart  3: Third -quarter real GDP in EU
and art , while other services stagnated. Member States
2
Chart 2: Unemployment rates in the EU and
the US
15
EU27:0.1%
14 285 1
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5 Source: Eurostat, National accounts, seasonally
adjusted data, [namg_gdp_k]
4 T T Note: IE, EL, LU and MT data not available.
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Over the year up to 2012 g3, the economies

in more than half of the Member States
continu ed to contract, while the rate of
growth remained more or less the same in
the growing ones (see Chart 4). There was

Source: Eurostat, National accounts , seasonally
adjusted data [une_rt_m)].

The decline affected agriculture, industry a significant slow -down in Romania, the

and construction. The construction sector Netherlands, Finland, Slovenia and the

contracted for the fifth consecutive quarter Czech Republic, wi t h Romani ad:
(-1.2 % from -1.3 % in the second quarter), switching from growth to contraction. On

while total industrial production and the positive side, the Baltic countries

agriculture output decreased for the second continued to grow by more than 3.3 %, with

quarter running. Estonia increasing its annual growth rate by

. ;

Further falls i n Member St atesbod GDE‘? g n(t 3.7 {oh) ant_j Llatwa l:y 04 tri PP (to

employment and continued divergence 2 %). Among the six argest countries,
Germany and France continued to grow at

Among the countries with negative growth more or less the same rate, whereas

during the third quarter, the economy of Pol andds growth sl owed in com
Spain contracted for the fourth consecutive the y -0-y changes in the previous quarter.

quarter. ltaly and Cyprus saw their The situation deteriorated even further in

economies shrink for the fifth quarter the other three big Member States, Italy,

running , while Portugal & economy has been Spain and the United Kingdom.

contracting fo r almost two years , since the
last quarter of 2010. The growth rate
turned negative in the Netherlands and
Romania in the third quarter. Third -quarter
economic activity did increase , though ,
mainly in the countries which were already
growing in the second quarter of 2012.
Growth rates accelerated in the Baltic
countries and in Poland. The economies of
Denmark, France and the United Kingdom
started to grow in the three months up to
September, while Belgium & activity stopped
declining (see Chart  3).

As in the case of GDP, employment growth
diverged markedly among Member States
(see Chart 5 and employment analysis
below).
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Chart 4: Real GDP growth in EU Member
States , yearly changes in the second and Outlook
third quarter of 2012 ) )
6 - Overall economic sentiment atvery low
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Chart 5: Employment growth in EU Member
States , yearly changes in the second and
third quarter of 2012
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level

During autumn , the Commission's economic
sentiment indicator fell to its lowest lev elin

three years, with broad
The sentiment indicator posted a

sectors.
significant increase
in November, but it

-based drops in all

from this very low level
evidently remains to be

seen whether this would be a new turning

point , or just a blip

This development w as mirrored in the

area Purchasing

composite output index, which
significantly in November, from a 40

low in October

Growth forecasts

I'n the
is set to ¢ ontract by 0.3

euro -
Managers Index (PMI)
also rose
-month
remain bleak
Commi ssionb6s autumn

% in the EU and

0.4 % in the euro area in 2012. GDP growth
for, respectively, 2013 and 2014 is
projected at 0.4 % and 1.6 % in the EU and
0.1 % and 1.4 % in the euro area.

Unemployment is expected to remain very
high, at about 11% % in the euro area and
about 10% % in the EU in 2013 and 2014.
The stability of unemployment when GDP
grows by 1 0.5 % (in 2014) is in line with
estimations of Okun's law. In 2014, fairly
significant increases in unemployment are
foreseen in Italy, Cyprus and Sloven ia,
while growth would be insufficient to make

a dent in unemployment in most continental
euro -area Member States (and Finland and
Denmark).

Recent forecasts by the IMF, the OECD and

the ECB confirmed the bleak outlook. The
OECD forecast is more negative than the
Commission one on some of the vulnerable
euro -area Member States (Greece,
Portugal, Spain and Slovenia).
Unemployment in Greece and Spain would
reach 27 % in 2014 in this forecast.

Employment expectations in industry have
stabili sed over the pastm onthsin the EU,
although pessimis m remains in the majority
of Member States

Employment prospects in industry in the EU
have stop ped decreasing and have been
stabili sing since the end of summer 2012 at

a level close to the long  -term average at EU
aggregat e level (see Chart  6). In November
2012, managers in the industrial sector
remain ed rather pessimistic about
employment prospects in 16 Member
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States, and particularly  in Cyprus, Greece the unemployment outlook in 23 Member
and Sweden. On the other hand, industrial States, and especially in the Netherlands,
managers expect an increase in Belgium, Finland, Spain, Portugal and
employment in Romania, Lithuania and the Greece. Only four countries ( Germany,
United Kingdom. Lithuania, Estonia and Latvia ) remained

fairly optimistic about unemployment trends

Employment prospects  for services are still in the coming m _ onths .

poor and are particularly depressed in
construction sectors

AL

b=}
0
Ej
E

Chart 6: EU employment expectations (next
3 months) in industry and in the
construction and services sectors (centred 70
around long -term average)

Chart 7: Unempl oyment rate and consum

Since late summer 2012, there has been a unemployment  expectations  (next 12
slight increase in the employment months) for the EU
expectations of the services sector at
European level. Nevertheless, employment 110
prospects in services remain poor, as they 1os L S Uremeloment rte A 65
are still below their long -term average in r \ .
the EU and in most Member States. In e )
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Sentiment  concerning employment in
construction at European aggregate level
has remained persistently depressed over
recent years (see Chart 6). In November
2012, managers in the construction sector
expected employment to fall in 22 Member
States, and especially in Spain, Portugal,
the Netherlands and Greece. In only three
countries (Germany, Luxembourg and
Austria ) do managers in the construction
industry have a rather optimistic view on
their employment

European consumers  expect unemployment
to increase in the coming months in most
Member States

Fears of increasing unemployment in the
coming months worsened again in
November 2012 (see Chart 7). In November
2012, consumers were pessimistic about
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Recent labour market a contraction and remained stable in four 4
. The largest falls in 2012 g3 were observed in

and social trends Poland (-2.4 %)%, Spain
(-0.8 %), Cyprus ( -0.6%) and Slovenia

Employment (-0.6 %). In contrast, employment was
expanding in the Austria and Sweden, with

European employment remains weak and
has been trending down wards since mid -
2011 ; in the third quarter of this year it fell

growth in 2012 g3 of 0.2 %, in the United
Kingdom (+0.3 %) and in Latvia (+ 1.6%).

i Yet despite this acceleration, employment
again by 0. 2% However, despite the marked employment
The number of people in employment in the recovery in Latvia , it remain s 23 % below
EU has remained sluggish since mid -2011 the 2008 level .

and in 2012 g3 it shrank by 0.2% (or
530 000 persons) , wiping out the modest
growth of the  previous quarter (+0.1 % in
2012 g2). Since mid -2011, European
employment has been trending down and ,

Employment is following a marked
downward trend in some Member States ,
preventing aggregate European
employment from picking up

compared to the most recent peak in Chart 9: Employment change in 2012 a3

2011 g2, it has fallen by 0. 6 % or 1.3 million (yearly change, 000 persons) and quarterly

persons ( see Chart 8). change (%, q -o0-q) in the EU -27 Member
States

Chart 8: Employment and unemployment in

the EU-27 (000 persons), 2005 -2012 o 000's persons %

| BEmployment change 2012 g3- 2011 g3 (000's persons) ..
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2005 | 2008 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 Source: Eurostat, N ational accounts
Source: Eurostat, National accounts [namq_aux_pem]; data seasonally adjusted for
[namg_aux_pem] and EU  -LFS [une_nb_m]; data g-0-g; 201293 g -0-q change not available for EL,
seasonally adjusted . IE, LU, MT and RO .
The employment contraction in the third Over the year to 2012 q3, employment  grew
quarter was more pronounced inthe euro in nine Member States , fell n twelve and
area remained stable in  two °. European
_ employment has been marked by a severe
In the third quarter, employme nt fell more drop in some Member States, in particular
steeply inthe euro area thaninthe EUasa Greece ( -395 000 persons , -8.9 %), Spain
whole. Over the year to 2012 g3, (-785 000, -4.1%), Portugal ( -200 000
employment fell in the euro area by around persons, -4.1 %), Cyprus ( -12000, -3.2 %)

1.1 million ( - 0.7 %), more steeply than in

the EU ( - 0.5 %) . 4 Data available for 22 countries; employment

Employment fell in most Member States in change (q -0-q) i n 201293 is not available for IE,

the third quarter EL, LU, MT and RO.
q ® The Polish statistical office has revised the

In 2012 g3, seven Member States recorded employment data from the third quarter of 2012,
employment  growth compared to the based on the results of the latest census. For this

. . . r n 2012 r rrentl n
previous quarter , against eleven which saw easo 012 g3 data are  currently  not
comparable withd ata for earlier quarters.

® Data available for 23 countries; employment
change (y -0-y) in 2012¢g3 is not available in IE,
LT, LU and MT.
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and Poland ( -460 000, -3.5 %)’ (see
Chart 9). These employment losses
concentrated in some Member States were

not offset by employment gains in others, in
particular Germany (+360 000, + 0.9 %),
Austria (+40 000, +0.9 %), the United
Kingdom (+5 15000, +1. 8%) and Latvia
(+30 000, +3.4 %) .

Among the large Member States the
situation is mixed

The pattern is uneven a mong the large
Member States Germany  continues to
enjoy employment growth , albeit slowing to
+0.1 % in 201293 (see Chart 9). The UK
benefited from a fourth consecutive quarter

of rapid employment growth (+0. 3% in
2012 g3, after +0.7 %) and employment in
Poland gathered pace (+0.4 % in 2012 g3,
after +0.1 %). On the other hand,
employment in France recorded a fall
(-0.1 % in 2012 q3) after a fourth
consecutive quarter of stagnation
Employment fell also in Italy (-0.1%) and
again sharply in ~ Spain ( -0.8 %) , whereas in
Poland the decline ( -2.4 %) is largely of
statistical nature (see footnote 5) .Also, ina
longer -term perspective, si nce 2008, the
employment situation in Spain has weighted

most on the overall European trend (see
Chart 10) .

Chart 10 : Employment change since 2008 gl
(index 2008Q1= 100) in selected Member
States

10

&

INDEX"2008Q1 =100

POLAND ———0

ERMANY

ERNCE UK

100 +-

ITALY

SPAIN
90

85

2008Q2
2008Q3
2008Q4 |
200901
200902
2009Q3 |
2009Q4
2010Q1
2010Q2 1
2010Q3 1
201004 |
20111 |
2011Q2
2011Q3 1
2011Q4
201241
2012Q2 |
2012Q3 1

Source: Eurostat, National accounts
[namq_aux_pem]; data seasonally adjusted

" Break in 201293 for PL, data are not directly
comparable, yet quarterly net change is
presented.

With Member States following different
paths , the gaps are widening

In all, 19 Member States had an
employment level in 2012 g3 below that of
2008 g1, including Poland ( -0.1 %), France
(-1.1 %), Italy ( -2.4%) and Spain
(-14.7 %) ( see Chart 10). The largest drop s
during this four -year period were recorded

in Latvia ( -22.7%), Greece ( -17.5 %),
Lithuania ( -16.1 %), Spain ( -14.7 %) and
Ireland ( -15.6 %). Eight Member States
show in 2012 g3 an employment gain
compared to 2008 qgl, among them
Germany (+3 .2 %) and the United Kingdom
(+0. 1%). The largest employment gain s
during this period were observed in
Luxembourg (+ 8.2 %) and Malta (+6 .0 %).
With  Member States following different
paths , the gaps between them in terms of
employment performanc e are widening .

Unemployment

The number of people unemployed in the

EU continued to rise in recent  months,
reaching a new record high above 26 million
(26.061 million) in  November 2012 (+0. 6 %
compared to  Octo ber 2012), corresponding
to an unemployment ra  te of 10.7 %. In the
euro area, there were 18.8 million
unemployed in November, accounting for
11.8 % of the labour force. The continuous
increase in unemployment in the EU in the
20 months to November 2012 has led to a
second upsurge in unemployment, with
close to 3. 5 million more people out of work
(+1 5.7 %).

Unemployment  trends  remain more
unfavourable in the euro area than in the
EU. Moreover, d ifferent trajectories caused
the divergence between EU Member States

in terms of unemployment rates to widen .
In November 2012, there was an upward
unemployment trend in two -thirds of the
Member States, with rates rising quickly in
some countries.

Over recent month s, the rate of
unemployment of young people ( those
under 25) in the EU has accelerated and in
Novembe r 2012, it reached 23. 7%, an
increas e of 1.5 percentage point s (pps) over
the year, while the overall unemployment

rate went up by 0.7 pp. See section on
Youth at page 17.
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Steady increase in unemployment in the EU
over the past 20 months, accelerating
recently

Chart 11: Monthly unemployment rate in the
EU-27 total an d young people (15 -24) and
the e uro area, Jan 061 Nov 12
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Source: Eurostat, Series 0
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3

In the 20 months to November 2012, the
EU  unemployment rate has risen
continuously . As a result, the EU
unemployment rate went up by 1.3 pp s
(see Chart 11) to 10.7 %, representing 3. 5
million more people out of work (+15 T %,
see Chart 12). This second upsurge in
unemployment , starti ng in April 2011  and
affecting men slightly more than women
(respectively +1.5 pps to 10.8 % and
+1.2 pps to 10.7 %), ® comes on top of the
rise in unemployment during the financial
crisis, when the 25 months between
March 2008 and April 2010 saw 7.3 million
more people losing their jobs in the EU
(+4 5.4 %).

8 This is linked to the sectoral distribution of
employment reductions, male -oriented sectors
remaining the most affected by the crisis. See
sectoral trends at page 5 0. See also Table 1 2 in
Annex 1 for the UR gender breakdown.

Chart
young,
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-200

12: Monthly change in the number of
adult and total

unemployed and
monthly number of unemployed in the EU,
Jan 061 Nov 12

000's.unemployed 000's unemployed...
= Adult (Lhs) +3,5mj
e = oung (Lhs)
==Total (Rhs) /
N
= 0.7 mio

27000

25000

23000

- 21000

19000

17000

seasonally adjusted [une_nb_m]

After a moderate
summer 2012, the upward unemployment
trend has been

September 2012, with an average monthly
increase in unemployment of close to
200 000 between September and
November 2012, as against 60000 in July

and August 2012.

accelerat ing again

slowdown in

The increase in European unemployment
has been more concentrated in the euro
area

Between April
94 % of the newly unemployed in the

occurred in the euro area (with 3.

2011 and

November 2012,
EU
3 million

newly unemployed). Consequently, the euro

area unemployment

rate

faster. Over the year to
the unemployment

went up by 1.

with a rise of O.
Chart 13). Over the thr
Novemb er 2012, unemployment continued
to rise faster in the euro area than in the EU

as a whole,
0.3 pp in the former,

the latter.

rate

7 pp

with unemployment

has increased

Novem ber 2012,

in the euro area

2 pps to 11.7 % compared

since

in the EU (see

ee months to

rate up by

as against + 0.2 pp in
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Chart 13: Change in unemployment rate (%)
over the last 12 months and last three
monthsto  November 2012

71 % points
mLast 12 months (Lhs)

m | ast 3 months (Rhs)

EU27
EA1T7

Source: Eurostat,  Series on unemployment ; d ata

seasonally adjusted [une_rt_m].

Notes: Data for EL up to  Sep 12; UK: Moving
average Aug -Sep-Oct 12; EE and H U: Moving
average Sep -Oct-Nov 12; BE, BG, FR, CZ, DK, IE,
ES, FR, CY, LV, LT, LU, MT, PL, PT, SI, SK
quarterly data up to 12Q 3. Last 3-month change
value for LV = -1.6. Last 3-month change value
for EE= -0.6. Last 12 -month change value for EE

= -26.

Further widening g ap between EU Member
States, due to an upward unemployment
trend in two -third s of the Member States
and to a rapid rise in some countries

In the three months to November 2012 ,°
unemployment was up in 18 Member States
(see Chart 13). The highest rises were
recorded in Cyprus (+1. 7 pps to 1 4.0 %),
Greece (+1. 3 pps by September 2012, to
26.0 %), Spain (+ 1.0 pps to 26. 6 %), ltaly
(+0.6 ppto11.1 %)and Denmark (+0. 5 pp
to 7.9%). Over the same period, the
unemployment rate remained s table in two
countries and fell in a further seven . Over
the three months to November 2012, the
largest decreases were recorded in two
Baltic countries - Latvia ( -1.6 pps & up to
September 2012 & to 14. 1%), Estonia
(-0.6 pp & up to October 6 to 9.5%),
Romania (-0.3 pp to 6.7 %) - and Ireland
(-0.2 pp to 1 4.6 %).

With  diverging trajectories, the gap
between EU Member States in terms of
unemployment rates is continu ing to widen.
There is now a n all-time record gap of
22.1 pps between the  Member State with
the lowest rate of unemployment (Austria,

® For EL and UK: September 201
HU: October 2012; for LV: 2012q3.

2; for EE and

05

-0,5

4.5%) and that with the highest (Spain,
26.6%). As also highlighted in the
Employment and Social Developments in

Europe 2012 Review, ESDE 2012 '°, most of

the divergence has  occurred between euro
area countries.

Chart 14: Unemployment rate sinthe EU -27,
euro area, US and the Member States
October 2012
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Source: Eurostat, Series on unemployment ; d ata
seasonally adjusted [une_rt_m]

Unemployment rate rises have accelerated

in four large Member States

Among the large Member States, the re was

an acceleration in the increase in

unemployment in the three months to
November 2012 in Spain (+ 1.0 pp to
26.6 %), Italy (+0.6 pp to 11.1 %) , Poland

(+0.3 ppto 10. 6 %) and France (+0.2 ppto
10.5%). In Germany, the number of
unemployed has been falling  continuously
over the past three years and during the

three months to November 2012, it fell
again by 0.1 pp to 5.4 %. In the United
Kingdom, the number of unemployed went
down slightly to 7.8 % in September 2012
(see Chart 13).

Long -term unemployment

EU-aggregate long -term unemployment
continues its three  -year upward trend

By 2012 g2, the number of people

unemployed continuously for more than a
year (long -term unemployed) had increased

by 143 % (or 1.35 million people)
compared to the same quarter of the
previous year to reach a total of close to 11
million (10.88 million) (see Chart 15). EU -
aggregate long -term unemployment grew
steadily for the third consecutive year

(+0.6 pp year on year) to reach 4.6 % of

10 gee the introductory chapter "Key features of
the current European employment and social
situation”, section 1.1.
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the active population in 2012 g2 (see
Chart 16). With this continuous rise, the
proportion of those among the active
population who have b een unemployed for
more than one year has reached its highest

level in decades, both in the EU as a whole
and in seven individual Member States.

Chart 15: number of people unemployed for
less than 12 months and for more than 12
months in the EU, 2005 -2012

Source: Eurostat, LFS; data non -seasonally

adjusted [Ifsg_ugad]

Long -term unemployment is rising in the
majority of the Member States, widening
the divergence between Member States

Starting from an already diverging pattern
between Member States in 2011 g2, the
situation of the long -term unemployed has
worsened again . Long -term unemployment
rose in 16 Member States in the year to
2012 g2 with particularly dramatic figures in
Greece, where it rose to 13.2 % (up by
5.2 pps); in Spain, at 10.9 % (up by
2.3 pps); in lIreland , at 9.4 % (up by
1.2 pps); in Portugal , at 7.3 % (up by
1.0 pps); inltaly , at 5.6 % (up by 1.4 pps);
and in Cyprus , at 3.2 % (up by 2.0 pps)
(see Chart 16). In contrast , the situation of
the long -term unemployed has improved in
seven Member  States, in particular in
Germany , where it fell to 25 % (down
0.4 pp), and in Sweden , at 1.3 % (down
0.1 pp). Austria can boast the lowest long -
term unemployment rate inthe EU (1.1 %).
In comparison with  their active population s,
there are 10 times more long -term
unemployed people in Spain and Greece
than in Austria.

Chart 16: Long -term unemployment rates
for the EU, the e uro area and the Member
States in 2011 g2 and 2012 g2

Source: Eurostat, LFS ; data non -seasonally
adjusted [une_Itu_q]

Long -term unemp loyment issetto continue
to rise due to growth in the number of
recently unemployed people

The number of short -term unemployed has
also surged since mid -2011, with close to 1
million more new ly unemployed in the EU in
the year to 2012 2 (see Chart 15). This
increase (+14.3 %) is the sharpest since the
increase seen during the financial crisis. The
current unfavourable trend will inevitably
lead to a further rise in long -term
unemployment.

Unemployment exit probability has
declined ; on average 40 % of the
unemployed in the EU are now likely to be
out of work for more than one year

The chances of an unemployed person
finding a job before becoming long -term
unemploy ed fell in the first quarter of 2012

In fact there was an increase in the rate of
transition to long -term unemployment
which reached 37 % (see Chart 17). This
means that, under current labour market
conditions, an average of two in five
unemployed people in the EU will remain
unemployed for more t han one year. In
some countries, labour market prospect s
have not worsened in recent years . In
Austria the probability of being unemployed
has remained low (below 5%), as has the
probabi lity of going on to be unemployed
for more than a year ( below 20 %). At the
other extreme, in Spain , with the current
labour market conditon s, 1 in 4 active
people is unemployed and 2 in 5 of the

11

" The rate of transion to long  -term
unemployment is calculated as the number of
persons unemployed for a duration of 12 -24
months divided by the number of persons
unemployed for less than 12 months one year
earlier.
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