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Abstract

The recommendation to establish a Youth Guarantee was adopted by the Council in April 2013 in
response to unprecedented levels of youth unemployment, which reached 23.5 per cent in Europe at
the end of 2012, rising to more than 50 per cent in some countries. The European Youth Guarantee is
a commitment by Member States to ensure that all young people receive a good offer of
apprenticeship, training, continued education or employment that is suited to their abilities and
experience within four months of becoming unemployed or leaving education. The Youth Guarantee
is one of the most innovative labour market policies of recent years, and has received strong social
support. Indeed, it arrived at a moment when an urgent and radical response was needed to address the
detrimental long-lasting consequences of long-term unemployment, such as permanent future income
losses, skills erosion and the increased risk of discouragement and inactivity. The aim of this article is
to examine the main features of this programme, with a special focus on the factors that are key to its
success, namely: early intervention, identification of the right target groups, good institutional
frameworks, high quality programmes and sufficient resources. In particular, we assess the extent to
which these factors are embedded into the various implementation plans published by the European
countries in question. Our analysis shows that although the majority of implementation plans include
the recommended combination of capacity building and employment intermediation measures, as well
as the creation of adequate institutional frameworks, countries’ allocation of resources for the
programmes as reported in their implementation plans is not sufficient to match the recommendations.
In fact, this article estimates that the gap accumulated by countries analysed that reported less than
what is recommended to achieve the desired objective of reducing youth unemployment, amounts to
7.3 billion euros (PPP).

Keywords: Youth Guarantee, unemployment, active labour market policies
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1. Introduction

Formally adopted by the Council on 22 April, 2013 (Council, 2013a), following a proposal made by
the European Commission (EC) in December 2012 (EC, 2012c), the Youth Guarantee aims to offer a
good continued education, apprenticeship, training or employment opportunity to all unemployed
young people within four months of their leaving employment or education.

The Youth Guarantee is a response to high levels of youth unemployment. At the end of 2012, the
unemployment rate in Europe for people aged 15 to 24 reached 23.5 per cent, and exceeded 50 per
cent in some countries — such as Greece (57.9 per cent) and Spain (54.8 per cent). This unsustainable
situation threatened to delay economic recovery indefinitely and put the European model of social
wellbeing in grave danger. It also brought long-lasting detrimental consequences for young people,
such as permanent future income losses, skills erosion and the increased risk of discouragement and
inactivity associated with prolonged unemployment spells. As such, it called for a forceful response
on the part of the European institutions, which agreed, at the start of 2013, to implement a Europe-
wide youth guarantee programme.

The Youth Guarantee is one of the most innovative labour market policies of the last few decades and
has received strong support from all stakeholders, including governments, social partners and civil
society. Successfully rolled out in Scandinavian countries, youth guarantees are not simply
adjustments to active labour market policies (ALMP), but rather their proper implementation often
requires the reform of vocational training systems, education systems and public employment services
(PES). However, the fiscal price tag — which is estimated later in this paper at approximately 45
billion euros (PPP) for the EU-28' — should be viewed as an investment, given the significant
reduction that it will produce, if effective, in the costs associated with youth unemployment.

In this context, the aim of this article is to examine the principal features of the European Youth
Guarantee programme, with a particular focus on the key factors to its success and their presence in
various European countries’ implementation processes. Section 2 provides a definition of a youth
guarantee, and describes the multiple steps and actions taken to establish the Youth Guarantee at the
European level. Section 3 outlines the main actions and interventions envisaged within the framework
of the Youth Guarantee, as well as its expected effects on youth unemployment based on economic
theory. In addition, this section examines the factors that are critical to the success of national Youth
Guarantee programmes. Section 4 evaluates the current state of implementation of the Youth
Guarantee in each of the European countries. This section highlights resources reported in the
implementations plans, actions completed and European guidelines enacted. Finally, Section 5
presents the conclusions.

1 Previous analyses of the ILO estimated its cost at approximately 21 billion euros per year for Eurozone
countries (ILO, 2012), based on the Swedish example. As in that case, the estimation presented in this paper is
based on the costs of the Swedish programme (6,000 euros per participant in 2010 plus 600 euros per participant
for administrative costs). There are three small modifications with regards to the first estimation: 1) costs were
adapted to the whole EU-28 (as the estimated cost of 21 billion euros per year corresponds only to Eurozone
countries); 2) costs have been adjusted by PPP to take into account country-specific circumstances; and 3) costs
have been multiplied by the number of young people not in employment, education or training in 2014.
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2. The Youth Guarantee: from the Nordic experience to the European
initiative

The idea of a youth guarantee emerged in the 1980s and 1990s in the Nordic countries. This is not
surprising since these countries have long been pioneers in the implementation of labour market
policies aimed at activation. Sweden, for example, introduced the first youth guarantee in 1984,
Norway established a similar programme in 1993, and Denmark and Finland implemented their first
youth guarantees in 1996 (Mascherini, 2012; ILO, 2013). Although these pioneering experiments
differed in several respects, they had some common features. First of all, they all shared the primary
goal of reducing the time spam that young people remained unemployed or inactive. To achieve this,
these early youth guarantee programmes sought, first, to prepare customized analyses of the needs of
unemployed young people; and, second, to guarantee them an offer of employment, or academic or
vocational training opportunity. The second element that they had in common was the crucial role
played by PES, which were fundamental to the provision of such a customized approach (Mascherini,
2012). While these first youth guarantees have been modified by various reforms over the last few
decades, they effectively reduced youth unemployment even during the crisis of the 1990s, which put
them to the test very soon after their creation (ILO, 2012).

The institutions of the European Union took the first steps to establish a European youth guarantee
even before the 2008 economic and financial crisis. In 2005, in the context of the preparation of the
employment policy guidelines of Member States for the period 2005-2008, the Council agreed that
policies should guarantee that “every unemployed young person is offered a new start before reaching
6 months of unemployment”.? Subsequently, in 2008, and again in the context of these guidelines but
for the period 2008-2010, the Council decided to shorten the timeframe and to offer this guarantee

within no more than four months to young people who have left school® (EC, 2012c).

In 2010, two years after the start of the crisis, the youth unemployment rate in the European Union, at
above 20 per cent, had reached an unprecedented high. However, only a few countries — such as
Austria that established a youth guarantee programme, Ausbildungsgarantie, in 2008 — had
programmes in place to address this challenge since a scheme of this kind did not yet exist at the
European level. For this reason, throughout 2010 the number of institutional efforts was multiplied
and there were a number of calls by the Parliament, the Commission and the European Youth Forum
for the establishment of a European youth guarantee. In September 2010 the Commission launched
the “Youth on the Move” initiative, a package of measures designed to reduce youth unemployment.
In this Communication, the Commission made a special appeal to Member States to ensure that all
unemployed young people would be offered an opportunity to work or to attend training within four
months of finishing their studies, thus proposing the concept underlying the Youth Guarantee (EC,
2010). Such appeals were repeated throughout 2011 — particularly by the European Council, the
European Parliament and the European Youth Forum — although, in practice, they did not lead to the
desired result (EC, 2012d).

However, in 2012 a turning point was reached and more concrete steps were taken towards the
establishment of a European youth guarantee. In April 2012, the EC launched an employment
package in its Communication entitled “Towards a job-rich recovery”. In this employment package,
the Commission asked Member States, social partners and other stakeholders to take action to address

2 Decision 2005/600/EC of 12 July 2005, OJ L 205, 6.8.2005, p. 21.
3 Decision 2008/618/EC of 15 July 2008, OJ L 198, 26.7.2008, p. 47.
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labour market challenges, particularly those related to youth unemployment. In this context, the
Commission insisted on the need for an EU-wide youth guarantee and put forward a proposal for a
Council Recommendation to be issued at the end of the year (EC, 2012a).

One month later, in May 2012, the European Parliament insisted on the role of a youth guarantee
programme, emphasizing that it would have to be legally enforceable if the problem of youth
unemployment in the EU was to be resolved (EC, 2012d). In the same spirit, in its conclusions of 29
June 2012 the European Council highlighted the importance of measures aimed at young people, and
affirmed that such measures could receive financial support from the European Social Fund, and that
Member States could finance employment subsidies through this Fund.

Finally, in December 2012, the European Commission launched a youth employment package that
included a proposal for a Council Recommendation on the establishment of a youth guarantee (EC,
2012c). This proposal set out the principal elements of the Youth Guarantee and articulated six pillars
that should underlie its establishment: i) interaction with all stakeholders; ii) early intervention and
activation; iii) support for labour market integration; iv) use of European Structural Funds; v)
monitoring and evaluation; and vi) early intervention. Furthermore, the proposal specified the
mechanisms that the Commission would use to support the establishment of the Youth Guarantee in
Member States, namely: a) financial support; b) sharing of good practices; ¢) monitoring of measures
adopted; and d) support for dissemination and awareness-raising activities (EC, 2012c). Then, in April
2013, the Council adopted the proposal as a Recommendation to Member States (Council, 2013a).
Importantly, the establishment of the European Youth Guarantee has had the on-going support of the
social partners, who also played an active role throughout the entire negotiation process (Bussi and
Geyer, 2013). *

In addition, throughout 2013, there were movements to provide financing for the Youth Guarantee
programme. In February 2013, the European Council agreed to create the Youth Employment
Initiative (YEI) with an endowment of 6,000 million euros to support the Youth Guarantee’s
implementation, intended mainly for regions where levels of unemployment had been higher than 25
per cent in 2012. In June of the same year, the European Council agreed that the funds for the
implementation of the Youth Guarantee would be paid out over the course of the period 2014-2016.
Furthermore, the European Council urged Member States to present their plans for the
implementation of the Youth Guarantee before the end of 2013, with a view to enacting them in 2014
(European Council, 2013b).

Today, the European Youth Guarantee is a commitment by Member States to guarantee that all young
people under the age of 25° receive, within four months of becoming unemployed or leaving formal
education, a good quality offer of work to match their skills and experience; or the chance to continue
their studies or undertake an apprenticeship or professional traineeship (Council, 2013a). The Youth
Guarantee programme comprises measures to increase young people’s employability (e.g.
professional training programmes, apprenticeships and initiatives to reduce early school leaving), as

4 A series of discussions between governments and social partners took place between April and October 2012,
on the implementation of the Youth Guarantee and the factors that would be vital to its success.

5 The starting age of the Youth Guarantee is country specific and depends on the age at completion of
compulsory schooling. In Austria, for example, initiatives to ensure early intervention and activation start
already on youth in the last two years of compulsory schooling (i.e. compulsory schooling ends at 15) through
activities related to youth coaching.
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well as measures aimed to increase the demand for young workers — including, for example, subsidies
for hiring young people and support to set up internship programmes.

Based on the overall objective and the measures, the Youth Guarantee scheme has two atypical
characteristics that distinguish it from ALMPs. The first one is the “guarantee” concept — i.e. States’
commitment to providing unemployed young people with a work or training opportunity. Indeed,
under this programme, States and their institutions are committed to mobilize all the resources at their
disposal to ensure that no unemployed young person is left behind (Bussi and Geyer, 2013). The
second distinctive feature is the establishment of a maximum period of four months from when a
young person becomes unemployed or leaves education; other ALMPs generally do not include such
timeframes (Besamusca et al., 2012; Bussi and Geyer, 2013).

The Youth Guarantee programme takes as its starting point the fact that young people are a diverse
group; it thus emphasizes the need to tailor all measures to each individual young person in search of
employment. Therefore, the implementation of this scheme often necessitates the reform of
professional training systems, education systems and PES, to enable them to offer customized services
that guarantee that all young people are offered a suitable employment or training opportunity within
a maximum period of four months. The next section details the main features of this programme, with
a special focus on the factors that are key to its success.

3. Developing youth guarantee country programmes: components and
key success factors

Youth Guarantee national programmes include various measures that aim to offer education, targeted
training or employment opportunities to young people. Although these national schemes are based
upon the European Youth Guarantee policy framework and must meet certain criteria, their design
and implementation varies widely from country to country. However, despite their national
specificities, all the programmes entail three kinds of measures: i) education and training for
employment, including the provision of professional guidance and help for early school leavers to
return to education; ii) employment intermediation services, such as job-search assistance and
personalized follow-up of career plans; and iii) ALMPs affecting labour demand, such as hiring
subsidies, public work programmes (for example, in community services) and start-up incentives.’

Another common feature of many of these Youth Guarantee programmes is that they are run by PES,
which are the entities responsible for offering work or education opportunities to candidates who meet
eligibility criteria. Efficiency of PES is therefore central to ensuring Youth Guarantee programmes’
effectiveness. In fact, often, the management of the services offered by Youth Guarantees is given
over to PES at the regional or municipal levels. This being the case, implementation strategies vary
according to local contexts.

Overall, the main objective of these elements of youth guarantees is to increase the employability of
young people who are not in education, employment or training (NEET). A number of studies have
analysed the ways in which measures to increase employability impact employment outcomes,
particularly in the context of the OECD countries (Bellmann and Jackman, 1996b; Caliendo and
Kinn, 2014; Card et al., 2010, among others). The next section describes the effects that each of the
interventions comprising the Youth Guarantee is expected to have according to economic theory.

¢ These three broad categories are disaggregated further into six categories in section 4.2.
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3.1 The impact of youth guarantee programmes: a theoretical analysis

According to economic theory ALMPs are justified by their capacity to reduce imbalances and
counteract rigidities and distortions in the labour market (Escudero, 2015). Given that governments
cannot fight unemployment in a sustainable way simply by increasing aggregate demand (Bellmann
and Jackman, 1996a), ALMPs are indispensable mechanisms to: i) reduce imbalances between labour
demand and supply; ii) boost workforce productivity; and iii) keep the long-term unemployed and
other vulnerable groups connected to the labour market (Layard and Nickell, 1986; Layard et al.,
2009). Assuming youth guarantee programmes can obey the same principles of economic theory that
other ALMPs do, it would be reasonable to believe that their effect on youth labour market outcomes
would be via the main transmission mechanisms related to each of their different areas for action.

Firstly, placement services and job-search assistance (which are components of the Youth Guarantee),
are expected to raise the effectiveness of job search (Schmid et al., 2001; Bellmann and Jackman,
1996b; OECD, 1993), which could in turn lead to an increase in the number of vacancies and,
correspondingly, labour demand, since it becomes cheaper to create new positions (Pissarides, 1990;
Calmfors and Lang, 1995; OECD, 1993). On the other hand, some economists predict that placement
services can also lead to a reduced job-search, because government assistance can mitigate the fear of
unemployment (Bellman and Jackman, 1996a; Calmfors and Skedinger, 1995).

Furthermore, the training component of youth guarantee programmes is expected to have a significant
impact on youth unemployment, although its impact on overall unemployment may be limited
(Schmid, 1996). This is because measures designed to build skills have a significant effect on the
structure of unemployment by reducing the vulnerability of the most at-risk groups in the labour
market, such as young people. Such measures may reallocate employment opportunities, and thus can
be said to have a redistributive effect (Escudero, 2015). However, they can also have a displacement
effect if beneficiary groups pushes other groups out of the labour market, a lock-in effect if the
recipients of training reduce their search intensity while participate in a course (Bellmann and
Jackman 1996b) or a deadweight effect if we assume that the jobs found by the targeted youth could
have occurred even in the absence of a programme (Calmfors and Skedinger, 1995).

In addition, there may be a number of effects related to the fact that youth guarantee programmes
specifically target vulnerable groups. Given that these programmes’ main objective is to increase the
youth’s employability and align their skills to the demand for labour, a reduction in reservation wages
is expected as a result of the increased competition for vacancies,” which, in turn, could stimulate
labour demand and facilitate employment. However, a reduction in reservation wages could also open
the door to more permanent wage moderation in the absence of measures to boost employability, such
as training; or if employment options are limited and the number of vulnerable people in the market
for jobs is high (Clasen and Clegg, 2006). It is important to note, that the expected effect of youth
guarantees on reservation wages would depend on the type of action. Training, in comparison, could
raise reservation wages in the long term thanks to an increase in productivity and its associated
technological progress.

Lastly, measures designed to increase demand for young workers (e.g. public employment and hiring
subsidies) increase levels of employment directly, but also through a multiplier effect; this is

7 In fact, this type of programme is expected to maximize the competition effect, as all the beneficiaries have
similar employment profiles (Layard et al., 2009).
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particularly true of measures to promote entrepreneurship (EC, 2003). However, these measures can
also have the displacement and substitution effect mentioned earlier (OECD, 1993; Calmfors and
Skedinger, 1995).

It is worth noting that the fact that youth guarantee programmes are implemented as “guarantees” (one
of the unusual characteristics that distinguishes them from other ALMPS) evokes the concept of
rights-based programmes. The repercussions of this kind of programme can be different to those
associated with programmes based on the utilitarian view that frames the traditional public policy
debate. First and foremost, the success of labour-rights programmes or guarantees depends directly on
the capacity of labour demand to fulfil the commitments made (Ravallion, 1991). Assuming that it
does, rights-based programmes should have a positive impact on employment — as well as on
reservation wages — by increasing the bargaining power of targeted workers (Dréze and Sen, 1991;
Dev, 1995). On the other hand, if the increase in labour demand is not commensurate to the increase
in the number of young people whom youth guarantees prepare to enter the labour market, the effect
will be an increase in competition for the existing vacancies, which, as mentioned earlier, would lead
to a reduction in reservation wages (Basu et al., 2009). The dominance of one effect or the other will
depend, at least partly, on whether governments prioritize distribution over effectiveness in their
programme implemention (Basu et al., 2009). A widely implemented programme will tend to enhance
competition and reduce reservation wages, while a more targeted programme will provide greater
benefits, but only to a specific group.

Which of the effects described in this section will occur, and their magnitude depends on how specific
programmes are designed, how they are implemented, the situation of the target groups and the
conditions and institutional frameworks of the labour markets in which youth guarantees are
implemented. For example, during crises, characterized by high levels of unemployment and low
numbers of vacancies, a maximum level of aggregate employment should be assumed, which implies
a reduced effectiveness of youth guarantee programmes (Escudero, 2015). Moreover, generally
speaking, the weaker the labour market participation of the target group, the lower the impact
programmes will have on their employment prospects (Layard et al., 2009). However, economic
literature provides ample evidence of the significant effect that the employment conditions of a young
person’s first job have on his or her ability to find stable, and good quality work in the long term.® It
thus appears clear that, for young people, inaction would wreak considerably worse damage than any
of the possible undesirable effects associated with ALMPs in general, and youth guarantee
programmes in particular. In addition, the negative effects associated with different components of
youth guarantees can be mitigated by various factors that can contribute to the success of this kind of
programme, as discussed in the next section.

3.2. Determining factors in the success of Youth Guarantee programmes

Due to their recent implementation, the impact of Youth Guarantee programmes in Europe has yet to
be systematically evaluated. This notwithstanding, the impact evaluations that were done in the
countries that pioneered the enactment of youth guarantees show that these measures have had some
success in facilitating young people’s transition into the labour market (ILO, 2012). The best
outcomes, however, come from programmes that include a full range of different measures, as the
proposal for the current Youth Guarantee programme does. Successful youth programmes include

8 See, for instance, Liu et al. (2012).
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those implemented in Norway and England,® which have had excellent results in terms of employment
and activation, in both the short and the long terms (Hardoy et al., 2006; Blundell et al., 2004; De
Giorgi, 2005). Moreover, data from countries such as Sweden indicate that youth guarantee plans are
an efficient way to address youth labour market challenges if they are designed and implemented
properly, as they can produce significant effects at a relative modest cost (ILO, 2012).

Many of the main elements of youth guarantee programmes, as these are conceived of today, have
been studied in detail, providing insight into their likely outcomes. A number of studies show, for
example, that job-search assistance and a personalized follow-up of career plans have positive effects
on employment (Dolton and O’Neill, 1996; van den Berg and van der Klaauw, 2006; and
Micklewright and Nagy, 2010). Similarly, conditioning benefits to job-search components promotes
activation and increases employment rates (Graverson and van Ours, 2008; van den Berg et al., 2009).
Lastly, education and professional training are among the most effective measures, especially in the
medium to long term, which is when the yields of investment in human capital tend to maximize
(Card et al., 2010).

Although further work is needed to gain a deeper understanding of the specific effects of youth
guarantee programmes, it is possible to highlight certain prerequisites for their successful functioning
(ILO, 2013; ILO, 2014):

e  Firstly, intervention must be implemented early. Empirical evidence shows that youth guarantees
should be implemented during the first months of unemployment, because prolonged
unemployment spells weaken the effectiveness of activation measures. This is true, first, due to
skills erosion, which becomes more pronounced the longer the period out of employment.
Second, longer unemployment spells increase the risk of abandoning the job search, which makes
a transition to inactivity more likely. Importantly, the need for youth guarantees to be
implemented in a timely manner has been widely recognized, as is demonstrated by the
establishment of a maximum period of four months from the time when a young person becomes
unemployed or leaves education within which this guarantee must take effect.

e Secondly, eligibility criteria must be clear and make it possible to identify specific sub-groups
within the target group. For instance, to achieve the aforementioned objective it is necessary to
identify the most vulnerable youth, and to do so quickly, immediately after their period of
unemployment has begun. Once the different target groups have been identified, a package of
measures must be developed in line with the specific needs of each group. As such, the measures
designed to help a young person who has just left education and has no work experience should
not be the same as the support for another young person who has already had a job. In the same
line, training and education measures should be tailored to match young people’s skill levels.

e  Thirdly, the creation of appropriate institutional frameworks is a prerequisite for programmes’
successful implementation. In this regard, it is important to highlight the fundamental role played
by PES in the implementation of youth guarantee programmes. The success of these programmes
will depend on whether PES are properly staffed (in terms of both numbers and competencies) to
offer customized support to different groups; and on whether they are well resourced to
effectively manage the range of services offered under youth guarantee programmes. Similarly,
social dialogue, as well as the participation of all social partners in the design and

2 The New Deal programme for young people in England is very similar to the Nordic guarantees.
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implementation of the measures, is fundamental. Indeed, one of the success factors of these
programmes is their ability to forge cooperative agreements with employers’ organizations, trade
unions, schools and training centres and non-governmental organizations.

e  Fourthly, a useful combination of formal education and training is needed, and these elements
must be of the highest quality if they are to enable young people to fully participate in the labour
market. In this context, evidence shows that specific skills — particularly when they match labour
market’s demand — are as important as general skills, and that only through a combination of
these two kinds of training can young people be prepared to meet the labour market’s
requirements. Furthermore, this combination of education and training can be complemented by
policies that help young people to gain work experience (e.g. such as apprenticeships) in order to
achieve a long-term integration into the labour market.

e And, fifthly, ensuring sufficient resources is indispensable to the effective operation of these
programmes. This requires accurate projection of the funds required, and also ensuring that the
budget is flexible enough to enable programmes to effectively respond to economic cycles.
Finland’s experience of the recent economic crisis demonstrated the importance of this
flexibility, when the rapid increase in the demand for measures to support the unemployed youth
proved a challenge for the Finnish PES (ILO, 2013). In line with this, the experience of Sweden
proved that youth guarantees can yield positive impacts at a relative modest cost. In 2010 (latest
available figures), the estimated cost per participant of the Swedish youth guarantee plan was
approximately 6,000 euros plus administrative costs (approximately 600 euros per participant),
an investment that had a 46 per cent success rate (ILO, 2012).

4. Assessment of the Youth Guarantee implementation plans

As described in Section 2, in June 2013 the European Council urged Member States — that would
benefit from YEI — to present their Youth Guarantee implementation plans by the end of 2013, with a
view to putting these into action in 2014 (European Council, 2013b). All countries that would benefit
from YEI complied and, therefore, presented their Youth Guarantee implementation plans by 31
December 2013. The rest of Member States were encouraged to adopt similar plans in 2014. As such,
Austria, Denmark, Estonia, Finland, Germany, Malta, the Netherlands and the United Kingdom
launched their projects over the course of the first half of 2014."° By May 2014, all the European
countries had presented their Youth Guarantee implementation plans. Over the course of 2014, some
countries — including Belgium, Croatia, Hungary and Sweden — even submitted updated versions of
the plans they had presented at the end of 2013.

This section examines published European countries’ implementation plans in detail. It presents a
comparative analysis with regard to the main features of the Youth Guarantee, the implementation of
the various measures and whether the different plans include the factors that have been identified as
key to the success of this type of programme. It is important to keep in mind that Youth Guarantee
implementation plans are preliminary documents and that the actual implementation of the national

10 Some of these countries, including Austria and Denmark, already had youth guarantees, which they
remodelled and adapted to comply with the European Commission’s Recommendation. Thus, the
implementation plans they presented contained already the main features of a youth guarantee according to the
European guidelines.
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youth guarantees will have most probably modified a number of aspects, even including additional
programmes and increased resource allocations.

4.1. Features of the Youth Guarantee in different European countries

The submission of implementation plans was the central requirement for European countries to
benefit from the 6,000 million euros that the European Council had mobilized through the Youth
Employment Initiative (YEI) to fund the establishment of the different Youth Guarantees. However,
these funds were earmarked for those regions which had had a youth unemployment rate higher than
25 per cent in 2012. Moreover, an additional requirement was set where funds would be granted
provided that countries match this grant with a contribution of at least the same amount from their
European Social Fund allocation.*! Out of the 21 countries for which information on Youth Guarantee
implementation plans is available, 14 were considered eligible for YEI funding (Table 1). By contrast,
Austria, Denmark, Estonia, Finland, Germany, Luxembourg and the Netherlands were not considered
eligible because there were no regions within their borders where youth unemployment had been
higher than 25 per cent in 2012.* In terms of the distribution of YEI funds, Spain for example
received the largest allocation (943.5 million euros), followed by Italy (567.5 million euros) and
France (310.2 million euros); whilst the smallest allocation went to the Czech Republic (13.6 million
euros).”

According to the Council Recommendation of April 2013, through the Youth Guarantee countries
must commit to ensuring that all young people under the age of 25 receive, within four months of
becoming unemployed or leaving education, good continued education, apprenticeship, training or
employment opportunity. While most countries have followed the European Commission’s
recommendation and targeted under-25s, there are some exceptions, such as Croatia, the Czech
Republic and Portugal, where Youth Guarantees are aimed at people under 30 years of age. In Spain
the target group includes youth under 25, or 30 for people with a disability level equal to or greater
than 33 per cent (Government of Spain, 2013b). The vast majority of countries have followed the
European recommendation with regard to the maximum period within which young people must be
offered an employment or training opportunity (fixed at four months). However, some Nordic
countries (Denmark, Finland and Sweden), as well as Austria and Germany, have opted for a shorter
period, of three months.

Lastly, as regards Youth Guarantee eligibility criteria, most countries require young people to be
unemployed and registered with PES. Finland, Portugal, Romania and Spain are exceptions, requiring
young people only to be not in employment, education or training.

11 Indeed, governments advance projects costs with national budget and the expenditure incurred is then
reimbursed from EU funds. However, in order to help countries with the initial implementation, a percentage of
EU funds (i.e. the pre-financing rate) is frontloaded. This rate was set at 1 per cent of the total allocation initially
(or 1.5 per cent for countries under financial assistance). In February 2015, this original pre-financing rate was
modified and fixed at 30 per cent of the total allocation due to the lack of available funding reported by some
Members States (EC, 2015).

12 Despite not meeting the requirements for access to funding, these countries have also implemented Youth
Guarantee programmes.

13 1t is worth noting that funding allocation was based on the size of the target population in each country.
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Table 1 Main features of the Youth Guarantee scheme, by country
Date of Target gro Eligibility criteria Maximum  Eligible Alrizlcl?;ﬁ:
presentation get group gibiity period for YEI (
of euros)
Austria Match 2014 Under-25s ® Unemployed -and- 3 months x
® Registered with PES
. . ® Unemployed -and-
Belgium April 2014 Under-25s . . 4 months 42.4
® Registered with PES
Croatia April 2014 Under-30s e Unemployed 4 months v 66.2
Crech December 2013 Under-30s ® Unemployed -and- 4 months 13.6
Republic ® Actively looking for work
. ® Unemployed -and-
Denmark April 2014 Under-25s K . 3 months X
® Registered with PES
Estonia April 2014 Under-25s e Unemployed 4 months X
Under-25s and
Finland May 2014 recent graduates ~ ® NEETSs 3 months X
under 30
France December 2013 Under-25s ¢ Unemployed -and- 4 months v 310.2
® Registered with PES
. ® Unemployed -and-
Germany April 2014 Under-25s . . 3 months X
® Registered with PES
Hungary April 2014 Under-25s ® Registered with PES -or- 4 months v 49.8
o NEETSs
Ireland December 2013 Under-25 ¢ Unemployed -and- 4 months v 68.1
® Registered with PES
® Unemployed -and-
Ttaly December 2013 Under-25s . T 4 months v 567.5
: ® Registered with PES
. . ® Unemployed -and-
Latvia April 2014 Under-25s | . 4 months v 29.0
® Registered with PES
. . ® Unemployed -and-
Lithuania May 2014 Under-25s ] ) 4 months v 31.8
® Registered with PES
Luxembourg ~ May 2014 Under-25s ® Unemployed 4 months X
loved -and-
Netherlands ~ April 2014 Under-25s ¢ Unemployed -and- 4 months x
® Registered with PES
® Unemployed -and-
Poland December 2013  Under-25s K . 4 months v 252.4
® Registered with PES
Portugal December 2013 Under-30s o NEETs 4 months 4 160.8
Romania December 2013 Under-25s o NEETs 4 months v 106.0
Under-25s and
Spain December 2013 disabled under- o NEETs 4 months v 943.5
30s
1 il
Sweden April 2014 Under-25s ¢ Unemployed -and 3 months v 442

® Registered with PES

Note: This table only contains information on the countries that have Youth Guarantee implementation plans available online.

For this reason, there is no information on Bulgaria, Cyprus, Greece, Malta, Slovakia, Slovenia or the United Kingdom. The

information on Belgium combines all the initiatives included in its four regional plans. Dates of presentation refer to the latest

versions of plans submitted.

Source: Compiled by authors, based on the Youth Guarantee implementation plans available online
http://ec.cutopa.cu/social/main.jsprcatld=1161&langld=en&intPageld=3347.
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4.2. European countries’ planned measures and initiatives

An examination of all the European countries’ implementation plans reveals a wide variety of
measures and initiatives planned within the framework of the Youth Guarantee. Despite this diversity,
measures can generally be divided into six categories: i) education and training for employment; ii)
measures to reduce school dropout and provide remedial education; iii) employment intermediation
services; iv) direct employment creation; v) hiring subsidies; and vi) start-up incentives. This
classification is a further division of the three broad categories presented in Section 3.

As Table 2 shows, all European countries incorporate education and training for employment into
their implementation plans. The principal goal of this kind of initiative is to improve young people’s
skills to enable them to better meet labour market demands. For instance, Austria has a Training
Guarantee that ensures that all young people who completed compulsory schooling (15 years of age)
and are younger than 18 (or 24 if they have any kind of disability) have access to an apprenticeship
with a firm. In addition, it has established a training programme for apprentices that provides them
support and advice throughout their training. This programme aims to ensure the completion of
apprenticeships and to increase success rates. Another interesting measure of this type is the launch of
a dual professional training scheme in Spain that combines training with work experience in a
company, via a Training and Apprenticeship Contract. These contracts last between one and three
years, with 75 per cent of time spent working during the first year and 85 per cent over the next two
years, with the remaining time used for training.

Likewise, all European countries’ implementation plans include measures to reduce school dropout
and provide remedial education. Germany’s initiatives, for example, aim to help young people get a
secondary school diploma and reduce the risk of them leaving school without any qualifications. To
this end, Germany’s Youth Guarantee includes, among other things, tutoring sessions to encourage
the take up of training programmes; professional preparation programmes; and specific strategies to
support the most vulnerable students. Along these same lines, Spain is planning to implement second-
chance programmes, designed to encourage young people who left school early to return to education.
The evaluation and accreditation of skills gained through work experience or informal training is
another Spanish measure designed to help those who left school acquire skills but also qualifications.

The final category of measures that all European countries’ implementation plans include is
employment intermediation, such as job-search assistance and personalized follow-up of career plans.
These measures aim to boost young people’s individual efforts and increase the effectiveness of their
job-searches, and to facilitate the matching of labour supply to demand. In an effort to improve labour
intermediation services, Luxembourg, for example, undertook significant reforms of its PES in 2012,
including a thorough review of all operations and the launch of new procedures. Furthermore, it has
increased the number of staff in PES offices and provided each office with a person focusing
exclusively on the implementation of the Youth Guarantee.

Regarding hiring incentives, almost all the implementation plans include these measures, with the
exception of Austria and the Czech Republic. Importantly, these hiring subsides generally take the
form of wage subsidies or reductions in hiring costs through social security bonuses. For example,
Denmark has introduced a wage subsidy that allows private sector enterprises that hire an unemployed
young person to receive compensation for a maximum period of one year (this period is reduced to six
months for the public sector). Meanwhile, Sweden has introduced an allowance for hiring young
people under 36 years of age that sets the social security contribution for this group at 15.49 per cent,
in contrast to the standard rate of 31.42 per cent.
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On the other side of the spectrum, the least commonly found category of measures in the Youth
Guarantee implementation plans is direct employment creation. Only Belgium, Croatia, Ireland,
Luxembourg and Spain have considered implementing temporary hiring programmes. For instance,
Croatia has established a community services public employment programme with a maximum
duration of 12 months, targeting young people under the age of 30 who have been unemployed for at
least six months. Along these same lines, Spain is considering including in its Youth Guarantee
implementation plan Escuela Taller and Casas de Oficios programmes, through which participants
undertake useful community projects related to the maintenance of urban spaces or the protection of
cultural heritage.

Lastly, the vast majority of European countries include programmes to encourage entrepreneurship in
their Youth Guarantee implementation plans. In general, these programmes offer financial support for
the establishment of new businesses, as well as the training and advice necessary to increase their
survival rate. For example, in its implementation plan, Latvia includes launching a programme to
support young entrepreneurs (under 30 years), which includes guidance on their business proposals
and a 3,000-euro grant if the PES deems that these proposals merit support. In addition, the
programme also includes advice during the first year of an enterprise’s operation, and a wage subsidy
for the first six months.

Importantly, this section has reviewed all active labour market programmes at the country level
planned within the framework of the Youth Guarantee. However, national Youth Guarantee schemes
also include other measures such as labour market and education system reforms, adoption of and
amendments to laws concerning youth issues, and initiatives aimed to promote poverty reduction and
social development. Although a detailed analysis of this last component is beyond the scope of this
paper, the last column of Table 2 provides a list by country of these additional actions as included in
the implementation plans.

4.3. Compliance with implementation recommendations

The first part of this section showed that countries have opted for early intervention in their Youth
Guarantee implementation plans, fixing a maximum period of either three or four months for the
provision of the Youth Guarantee. Furthermore, this section showed that all European Union
countries, albeit in different ways, have launched measures or initiatives designed to support
unemployed young people’s integration into the labour market. In addition, all the countries have
outlined a combination of formal education measures and professional training policies. Likewise,
they have all established clear eligibility criteria and created specific measures for the most vulnerable
young people. For instance, as described earlier, Croatia has set up a public employment programme
for young people who have been unemployed for a long period, while Germany has focussed its
efforts on training for its least able students. The objective of this last section is to determine whether
Member States have complied with the remaining European Commission recommendations, namely:
to develop suitable institutional frameworks and the sufficient allocation of resources.
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Table 2 Main features of Youth Guarantee programmes by country
o 5 .5 ¢
§8E8 = g § 53 g e 3
cwE S8 ESS 5ES g &£
S aE 0.8 1 z % 2 TN g X é’
§ 2 % g §3 G g a 23 - s 3 Other measures
o [3) g O = [=1)] Q0
2EE 255 E5% PES ¥ g
'[5 =90 3 g H 'é o} &
e
Austria v v v
Belgium v v v v v v o Financial help for young people on low incomes
® Development of a system to identify young NEETS.
Croatia v v v v v v e Adoption of a Law on Youth o
® Development of a labour market monitoring and
evaluation system
Czech v v v o System for evaluating and predicti kil
. m for ng and predicting n
Republic ystem for evaluating and predicting necessary skills
Denmark v v v v ® Encouragement of ethnic mmorlty' young people to
pursue secondary and further education
Estonia v v v v
Finland v v v v @ Workshops on developing soft skills
France v v v v v
e Use of online chats between counsellors and young
Germany v v v v v people seeking employment intermediation services
® Promotion of regional and international mobility
e Amendments to laws concerning professional
v v v v v training
Hungaty ® Poverty reduction in isolated areas, particularly
among gypsy/Roma populations
Treland v v v v v v ® Promotion of part-time employment
Italy v v v v v ® Promotion of regional and international mobility
Latvia v v v v v . Reform‘of educat.lon systen?s‘
® Promotion of regional mobility
Lithuania v v v v v
® PES reform
Luxembourg v v v v v v ® PES-employer information meetings
® Promotion of international mobility
Nethetlands v v v v
o Amendment of the Act on Employment Promotion
Poland v v v v v and Labour Market Institutions
® Promotion of regional mobility
Portugal v v v v v ® Promotion of international mobility
Romania v v v v v ® PES reform
et v v v v v v e PES -r-eform
® Mobility programmes
Sweden v v v v ® Promotion of regional mobility

Source: Compiled by authors, based on the Youth Guarantee implementation plans available online

http://ec.europa.eu/social/main.jsp?catld=1161&langld=en&intPageld=3347.
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As regards the various institutions responsible for the Youth Guarantee’s smooth operation, it is
important to highlight that in most countries a wide range of different actors are involved. In terms of
public administration, the responsible body in most countries is the Ministry of Labour, although
Ministries of Education, Social Affairs and Science and Research are also involved. Perhaps least
expected is the participation of the Ministries of Defence, in Finland and France, whose role is to
organize workshops on citizenship with the aim of reaching young people who are not in education or
employment. Moreover, almost all countries’ implementation plans outline PES’ responsibilities,
which is not surprising given the central role PES has in the provision of the different services
outlined in the Youth Guarantee. Often, programmes incorporate regional- or municipal-level
interventions, meaning that, in implementation plans, bodies that function below the national level are
given a key role. Lastly, it should be noted that social partners are heavily involved in implementing
the Youth Guarantee in most of the countries analysed. This is not surprising, as the social partners
provided their support at every stage of the negotiation process (see Section 2). Not only trade unions
and employers’ organizations are involved, but in the majority of countries there is also collaboration
with youth organizations, education and training centres, universities and research centres.

Furthermore, available information exists as well that allows for an initial assessment of the reported
expenses countries foresaw for the launch of the Youth Guarantee in the implementation plans. Table
3 shows the planned spending for the implementation of Youth Guarantee measures (during the first
two years) in the 16 countries for which information is available. The first thing that immediately
stands out is the significant variation in spending per eligible participant across the different countries.
Indeed, Germany, with an allocation of 20,765.3 euros (PPP) per eligible participant, is the country
with the highest planned spending, followed by the Hungary (13,384.8 euros, PPP) and Austria
(11,081.3 euros, PPP). Meanwhile, with an over 10,000-euro-PPP difference per young NEET,
countries with the lowest expenditure planned per NEET include Croatia (115.1 euros, PPP) and
Belgium (797.4 euros, PPP). This outcome is not unexpected since German PES is well-known to be
well resourced. Indeed, in 2011 Germany had 44 PES staff for every 1,000 unemployed people, the
highest among EU countries with available information (ILO, 2014).

The second outcome of the analysis of reported expenditure by country emerges from a comparison
with what could be considered a recommended spending based on the Swedish example discussed in
Section 3. It is important to remember that the interesting feature of the Swedish example lies in its
positive effects at a relative modest cost. Based on this case, the estimated costs of a youth guarantee
plan for the EU-28 would have been approximately 45,400 million euros (PPP) (or 0.69 per cent of
total general government spending) in 2014. This is the total budget that would have been needed to
take into account the number of young NEETSs in 2014. However, most of the European Youth
Guarantee plans are targeted to different groups with varying eligibility criteria (Table 1). As such, a
comparison of the recommended spending adapted to the particular eligibility criteria of countries
with the amounts reported by countries in their implementation plans reveals that more than 60 per
cent of countries have submitted proposed expenditures that are below the recommended threshold.
This divergence is greatest in the case of Croatia and Belgium, which point to a spending of 12 and 7
times, respectively, less than what was recommended. Conversely, some countries, including
Germany and Hungary, have submitted budgets in their implementation plans that point to a spending
of around 3 times the recommended amounts on Youth Guarantee initiatives and measures.

Finally, having assessed how countries have complied with the different recommendations of the
European Commission, it is useful to mention how the mechanisms that the Commission set to
support the establishment of country-specific Guarantees (discussed in Section 2) have evolved. In
particular, the monitoring of measures adopted and sharing of good practices are two aspects that the
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European Commission underlined as central during the implementation of Youth Guarantees.
Regarding the first point, early during the implementation of the European Youth Guarantee (between
August and September 2013), at the request of the European Parliament, the European Commission
launched 18 Youth Guarantee pilot projects in seven member states: Ireland, Italy, Lithuania, Poland,
Romania, Spain and the UK. A number of preliminary trends have emerged already from these
experiences that are worth mentioning. Overall, pilot schemes seem to have a positive effect in the
way employment and school-to-work transition services are delivered. In addition, they have
performed well against their objective of delivering short-term relief in areas of high youth
unemployment. Regarding the ability to provide an employment or training opportunity within four
months, evidence from pilot projects suggests that this goal has been achieved in around 83 to 98 per
cent of the youths. Finally, pilot projects performed at a lower cost per participant than other services,
although this depended on how efficiently funds were used and varied across countries (EC, 2015).
Regarding the second point, the Commission is keen to facilitate the sharing of best practices between

Table 3 Planned spending on Youth Guarantee schemes by country

Amounts Amounts Estimated
. Number of
reported in eliible reported per recommended Resources gap
implementation ttigi nt eligible spending (million of euros
plans (million of I(Jt :10;:55:: ds; participant (million of euros PPP)
euros PPP) (euros PPP) PPP)

@A) ®) (A/B) © (A-C)

Austria 644.9 58.2 11,081.3 347.7 297.2
Belgium 73.8 92.6 7914 551.0 -477.1
Croatia 14.6 126.8 115.1 173.1 -158.5
Czech Republic 640.7 98.6 6,498.0 1,026.1 -385.4
Denmark 78.8 55.6 1,418.0 272.5 -193.7
Estonia 16.3 8.4 1,944.0 74.3 -58.0
Finland 184.0 64.6 2,849.9 342.8 -158.8
France 3,841.4 621.2 6,183.8 3,736.9 104.4
Germany 6,800.6 327.5 20,765.3 2,075.6 4,725.0
Hungary 2,044.2 152.7 13,384.8 788.5 1,255.7

Ireland 474.8 46.8 10,144.6 277.7 1971
Italy 1,776.7 692.1 2,567.1 4,553.4 -2,776.7
Latvia 40.5 16.9 2,394.8 162.7 -122.3

Netherlands 922.2 145.9 6,320.5 882.0 40.1
Poland 1,736.7 347.4 4,999.0 3,965.2 -2,228.5
Romania 416.2 384.7 1,081.8 1,111.8 -695.6

Note: Figures illustrate the cost of the implementation of Youth Guarantee measures for the first two years. This table includes
only information on the countries that have Youth Guarantee implementation plans available online, and which include data on
expected implementation costs. Therefore, there is no information on Bulgaria, Cyprus, Greece, Lithuania, Luxembourg, Malta,
Portugal, Slovakia, Slovenia, Spain, Sweden and the United Kingdom. The information on Belgium combines all the initiatives
under its four regional plans. Figures for Ireland correspond to 2014 expenditure. Estimated costs have been calculated based on
the costs of the Swedish programme, which in 2010 amounted to 6,000 euros per participant. To calculate the total cost,
administrative costs have been added, which in the case of Sweden were estimated at 600 euros per participant. These
administrative costs represent the resources that would have been necessary for PES to assist all young people not in
employment, education or training in 2014. However, in this table rather than NEET, figures illustrate costs based on the
number of eligible participants, according to the eligibility criteria shown in Table 1.

Source: Compiled by authors, based on the Youth Guarantee implementation plans available online
http://ec.europa.cu/social/main.jsp?catld=1161&langld=en&intPageld=3347.
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governments, in particular through the European Employment Strategy Mutual Learning Programme
(MLP),"* which already has information on the general aspects of the European Youth Guarantee and
the country-specific implementation plans. Best practices, however, have not been particularly shared
through this tool yet.

5. Conclusions and policy recommendations

The launch of the European Youth Guarantee in April 2013 raised great attention among stakeholders
in Europe. First, due to its innovative features but also because this measure arrived in a moment
when high youth unemployment levels that had persisted in the region since the 2008 crisis, required
an urgent response. Member States’ commitment to ensuring that young NEETS received a good
continued education, apprenticeship, training or employment opportunity within a maximum period of
four months seemed an appropriate policy response given the magnitude of the problem. Yet, it needs
to be stressed the scheme was not launched as early as it should have. This article analyses the
specifics of this guarantee, its importance and possible repercussions. It also assesses, through a
review of the implementation plans, whether the different commitments outlined in the scheme have
been met in practice.

Due to its recent implementation, an empirical evaluation of the impact of the European Youth
Guarantee has not been conducted systematically yet. Importantly, impact evaluations of the youth
programmes implemented in the Nordic countries, pioneers in this area, have not consistently revealed
positive outcomes. However, it would be wrong to judge the effectiveness of the Youth Guarantee
solely on the basis of programmes rolled out in the 1990s, which were significantly different, in terms
of their components and methods of implementation, to that which is currently proposed. In fact, as
discussed in Section 3, empirical evidence shows that the best outcomes are achieved when
programmes incorporate a full range of interventions (e.g. youth programmes in Norway and
England) as it is proposed in the current Youth Guarantee programme. Moreover, some of the main
elements of today’s Youth Guarantee programmes have been studied in much greater detail, and have
shown short- and long-term positive effects on both employment and activation.

With this in mind, data from countries where these measures have yielded positive results suggest that
youth guarantee plans are an effective way of responding to youth unemployment provided they are
designed and implemented properly, as they can produce significant change at modest cost. This
article has identified five elements that are fundamental to the effective functioning of these
programmes, namely: early intervention, identification of the right target groups, good institutional
frameworks, high quality programmes and sufficient resources.

Thus, there is no doubt that the implementation of the European Youth Guarantee scheme is a
welcome initiative, especially in view of the scale of the actions planed. In fact, although the
implementation process is still underway, analysis shows that the majority of European countries have
already taken important steps towards the establishment of the Youth Guarantee. By May 2014, for
instance, all the European countries had presented their implementation plans. Although, examination
of these plans reveals a wide variety of measures planned within the framework of the Youth
Guarantee, all countries’ implementation plans include most of the main elements recommended. This

14 The MLP is a tool created for the open method of coordination in the field of EU employment policy that
supports, coordinates, encourages and disseminates mutual learning between EU Member States (Art. 149 of the
Treaty on the Functioning of the European Union — EC, 2012b).
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is, programmes focussed on education and training for employment; initiatives to reduce school
dropout and provide remedial education; and employment intermediation services. Furthermore, all
the countries have established clear eligibility criteria and developed specific measures targeting the
most vulnerable young people.

Moreover, most countries have likewise focussed on creating appropriate institutional frameworks, a
key factor in the success of youth guarantees. In this context, a number of States have incorporated
plans for the modernization of their PES into their implementation plans, in order to ensure that the
necessary requirements for the establishment of an effective Youth Guarantee can be met. Social
dialogue and the participation of all the social partners in the design, implementation and execution of
measures play an essential role. It is thus encouraging that, in the majority of countries, cooperation
agreements have been forged with employers’ organizations, trade unions, schools and training
centres, and non-governmental organizations.

It is clear that countries have made significant economic efforts to activate the Youth Guarantee. In
fact, some countries have planned a significant per capita expenditure that is even notably higher than
what is recommended in this article; Ireland is a case in point. However, while every country has
ensured that the rest of all other factors identified as key to the Youth Guarantee’s success is included
in the implementation plans, this consistency is lacking with regard to the expected allocation of
resources reported. In fact, 60 per cent of countries analysed have submitted proposed expenditures in
their implementation plans below the recommended levels, which amounts to an estimated gap of 7.3
billion euros (PPP). This means these countries will have to make greater financial commitments if
the desired objective of reducing youth unemployment is to be achieved. Interestingly, “adequacy of
total funding” was also highlighted by the European Court of Auditors as one of the risks to the
successful implementation of the Youth Guarantee (European Court of Auditors, 2015)."

Lastly, late programme implementation poses another threat to the Youth Guarantee’s effectiveness.
The pace of implementation should be closely monitored, since delays may create challenges,
particularly for countries with high rates of long-term youth unemployment. Indeed, extended periods
out of employment and the labour market have been proven to weaken the effectiveness of all
activation policies (ILO, 2013).

15> The other two risks identified by the European Court of Auditors included the meaning of a “good quality
offer” and the monitoring and reporting by the European Commission of the scheme’s results.
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