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supposed to shape its future. The long-term 
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“brain drain” out of Europe – would be im-
mense. Although demographic change will 
bring some relief to European labor markets 
in a few years, when skilled workers will have 
much better prospects than now, that is little 
comfort for today’s unemployed youth.

In April 2013, a French-German team of 
economists including IZA Program Direc-
tor Pierre Cahuc (Ecole Polytechnique), IZA 
Fellow Stéphane Carcillo (University of Paris 
1 - Panthéon-Sorbonne) and IZA Director 
Klaus F. Zimmermann (University of Bonn) 
presented an expert report on French Youth 
Unemployment for the French Council of 

Economic Advisors to French Prime Minister 
Jean-Marc Ayrault ( see page 15). A further 
IZA Discussion Paper co-authored by Cahuc, 
Carcillo, IZA Deputy Research Director Ulf 
Rinne and Zimmermann extends this analysis 
by comparing the polar cases of France and 
Germany and drawing general lessons for the 
EU crisis states. An IZA Policy Paper co-au-
thored by IZA experts Werner Eichhorst, Holger 
Hinte and Rinne summarizes the current de-
bate and serves as a background article for 
this IZA Compact report.

Alarming evidence

Some statistics serve to illustrate the scope 
of the problem. In Spain there are currently 
about one million young people aged 15 to 
24 without employment, in Italy more than 
600,000. In Greece and Portugal, as well, 
youth unemployment has signif icantly in-
creased over the past f ive years ( see f ig-
ure). Adding up the numbers of only these 
crisis-stricken countries, we can observe an 
increase of nearly 800,000 to about 2 mil-
lion unemployed individuals under the age of 
25. The situation in the UK is problematic as 
well: The country is far away from its relative-
ly low unemployment rates witnessed until 

the mid-2000s. A per-
sistent increase start-
ing in 2004 has almost 
doubled the number 
of unemployed young 
people from 500,000 
to nearly one million in 
2012 – with an increase 
of 250,000 from 2008 
to 2012 alone. While 
France experienced a 
less dramatic increase 
in youth unemploy-
ment over the same pe-
riod, the country has 
had a relatively stable 
but alarmingly high 
number of 700,000 
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few countries (Spain, Italy, Ireland, and Po-
land) and remains relatively stable across 
the EU compared to 2008.

It is not surprising that in many EU coun-
tries the share of young people in training 
or higher education has increased. A high 
risk of unemployment raises the demand 
for higher education or extended periods 
of training. However, it must be doubted 
whether this will lead to substantial human 
capital gains in the long run because many 
of these people do not actively seek an 
academic degree or would – under differ-
ent circumstances – require no additional 
qualif ication to be successful in the labor 
market. In countries with previously de-
creasing shares of young people in higher 
education (such as Austria, Denmark and 
Spain), the increase during the crisis was 
even stronger. Also since 2008 the share of 
young people who study and work at the 
same time has dropped considerably in 
many EU countries.

In addition to the unemployment statistics 
based on the traditional definition of un-
employment, people who are “not in em-
ployment, education or training” are now 
referred to as “NEETs”. This is a result of an 
initiative by the OECD and the European 
Commission to gather policy-relevant in-
formation about a particularly vulnerable 
group among the young generation. 

The data shows for 20 out of 27 EU coun-
tries that the share of NEETs among 15 to 
24-year-olds has risen significantly from 
2008 to 2012. With NEET rates around 20 
percent, the situation is particularly serious 
in the crisis countries (Greece, Cyprus, Spain, 
and Italy), but also in Bulgaria and Croatia. 
NEET rates are clearly below the average of 
13 percent in Germany, as well as in Austria, 
Switzerland and all Scandinavian countries. 
The lowest NEET rates were observed in 
the Netherlands and Luxembourg ( see 
figure). In other words, up to one-fifth of 
all young people in many EU countries are 
labor market and qualification “outsiders.” 
According to Eurostat data from 2011, this 
amounted to 7.5 million people aged 15 to 
24 and 6.5 million aged 25 to 29. The NEET 
risks are especially high for low-skilled indi-
viduals and immigrants. 

Lost generation?

The rise and persistence of youth unemploy-
ment in many EU countries comes at a high 
price. A lack of jobs causes economic losses 
and burdens public budgets. Young people 
who fail to enter employment or training will 
be “scarred” by this experience for the rest 
of their working lives and may suffer from 
discrimination in the labor market.

no surprise that the unemployment risk for 
low-skilled youth is significantly higher than 
for young academics in the EU. Nonethe-
less, the strong increase in unemployment 
among young academics from an EU aver-
age of “only” 12 percent in 2008 to nearly 18 
percent is striking. The unemployment rate 
among academics of all age groups in 2008 
and 2012 was only about 4 and 6 percent, 
respectively. The difference between age 
groups is particularly large in Greece (52% 
among academics under 25 years of age vs. 
18% across all age groups), Spain (40% vs. 
15%), Italy (33% vs. 7%), Portugal (39% vs. 
12%), or Romania (29% vs. 6%). Moreover, 
the share of long-term unemployment in 
the EU has again sharply increased to one-
third of all unemployed individuals in this 
age group. Thus, after a significant but tem-
porary decrease it has now returned to its 
earlier level in 2012. Summing up all these 
negative trends, there is a growing risk of la-
bor market exclusion, devaluation of skills, 

and loss of motiva-
tion among young 
people in the EU.

Of course, the group 
of persons aged 15 
to 24 contains a 
significant share of 
individuals who are 
still in training, go to 
college without be-
ing employed at the 
same time, or under-
go further training 
to escape (poten-
tial) unemployment. 
Thus, they cannot 
really be considered 
as part of the labor 
force. Since the un-

employment rate is commonly calculated 
as a share of the labor force, the official 
youth unemployment rates are somewhat 
inflated. Eurostat therefore uses the un-
employment ratio (unemployed youth as a 
share of the overall population of the same 
age group) as an alternative. Although the 
figures are lower, this ratio underscores that 
youth unemployment has soared and that 
few countries have managed to reverse this 
trend so far.

In 2012, the youth employment rates 
( see f igure) in Spain, Italy, and Greece 
were even lower than 20 percent. Ireland 
has also suffered a remarkable collapse 
in youth employment, whereas the UK’s 
relatively high rates have decreased more 
moderately and are currently (2012) on par 
with Germany. In almost every EU coun-
try part-time employment in the group of 
people aged 15 to 24 grew slightly, while 
f ixed-term employment increased only in a 

young people without employment for the 
past four years.

While youth unemployment in the Neth-
erlands has signif icantly increased – albeit 
on a much lower level – Sweden has seen 
an all-time high for already four years now. 
Ireland recently managed to lower its youth 
unemployment rate, but only after a rapid 
increase starting in 2008. Although unem-
ployment among young people in Poland 
today ranges clearly below its peak from 
2000 to 2006, it continues to rise substan-
tially since its low in 2008. In contrast, Ger-
many is the only country in the EU where 
youth unemployment has been continu-
ously decreasing. There are currently about 
370,000 young Germans without work – 
less than half of the peak in 2005. Still, in 
the “old” EU-15 alone, there were 4.5 mil-
lion unemployed youth at the end of 2012, 
and more than 5.2 million in the entire Eu-
ropean Union.

The rates in percent ( see f igure) are 
equally alarming: Among all European 
countries, only Norway (2012: 8.5%), Swit-
zerland (8.4%), Austria (8.7), the Nether-
lands (9.5%) and Germany (8.1%) have pre-
sented single-digit rates for young people 
over the last three years or longer. Within 
the EU, only three out of 27 countries 
have youth unemployment rates below 10 
percent. The EU average was close to 23 
percent in 2012. Signif icantly higher rates 
can be observed in Ireland (30%), Slova-
kia (34%), Italy (more than 35%), Portugal 
(nearly 38%), Croatia (43%), and former 
Yugoslavia (54% and higher for many years 
now), as well as the widely discussed crisis 
countries Spain (53%) and Greece (more 
than 55%). In these two countries, the 
unemployment rate for young people has 
doubled since 2008. 

Given the increasing qualification require-
ments in today’s labor markets, it comes as 

Abbildung 2: Jugendarbeitslosigkeitsquote in ausgewählten Ländern (2000-2012)
Quelle:  Eurostat. 

Anm.: Angaben in Prozent bezogen auf Jugendliche im Alter von 15 bis 24 Jahren. 
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Limited work experience, low social capi-
tal, lack of f irm-specif ic skills and short job 
tenure make young people the f irst to be 
dismissed when f irms reduce their reces-
sion-induced overcapacities. At the same 
time, hiring inexperienced applicants often 
seems too risky for the employer – particu-
larly in the face of high starting salaries and 
strong employment protection.

What can national and European labor 
market policymakers do to tackle youth 
unemployment more effectively? Since even 
the higher-skilled are affected in many EU 
countries, measures to reduce the number 
of school or apprenticeship dropouts and 
to increase skills among graduates are not 
suff icient. Economic policies to support 
medium-sized businesses may create new 
jobs, but not necessarily for young people. 
Promising approaches include incentives 
for more educational and labor mobility in 
Europe, a reform of training systems based 
on Germany’s successful “dual” model of 
f irm-based apprenticeships and schooling, 
reforms fostering social partnership, and 
facilitated labor market entry through new 
regulations for permanent and temporary 
forms of employment.

Job creation programs should be avoided as 
they have proven costly and ineffective in the 
past. The same applies to early retirement 
schemes, which have not achieved their 
purpose of raising youth employment. The 
goal must be to improve the employment 
prospects of young people while at the same 
time keeping older people in work. This is 
also a matter of generational fairness when 
it comes to financing social security.

a)  Supporting temporary migration 
for education and training

The most promising way to achieve imme-
diate success is to encourage young people 
to become more mobile in their search for 
training or work. The recent German-Span-
ish agreement (May 2013) on training and 
employment for 5,000 young Spaniards in 
Germany until 2017 points in the right di-
rection. Given its limited scope, however, it 
must be seen as mainly symbolic in nature. 
Despite growing economic imbalances, 
labor mobility within the “old” EU is still 
too weak to mitigate regional f luctuations 
in the labor markets and to avoid unnec-
essary unemployment. This also holds for 
the young generation even though legal ob-
stacles and information gaps have been re-
duced. Firms and associations looking for 
workers abroad are often faced with this 
lack of mobility.

Take Spain as an example: Despite increas-
ingly dire prospects for young Spanish job-

seekers, very few of them choose to come 
to Germany. A 45 percent increase in immi-
gration from Spain between 2011 and 2012 
may look impressive, but in absolute terms, 
this translates into only 9,000 individuals, 
according to data from the German Fed-
eral Statistical Office. Among them are not 
only young labor migrants, but also older 
workers and family members. The situa-
tion is similar in the crisis countries Greece, 
Portugal, and Italy. For the strong German 
labor market, which is already experiencing 
a shortage of skilled labor in some indus-
tries, this inflow is not suff icient, and for 
the labor markets of the sending countries 
there is not yet any noticeable relief. If it 
turns out that experienced workers rather 
than unemployed 
youth are leaving 
the crisis countries, 
this would be an ad-
ditional burden on 
the economy and 
the social security 
systems.

In contrast, every-
one involved would 
benefit if the mobil-
ity of young work-
ers and trainees can 
be improved – e.g. 
within the context 
of EU-supported ini-
tiatives like “Youth 
on the Move.” This 
is not about depriv-
ing the crisis coun-
tries of their bright-
est young brains, 
but rather about 
preventing scarce 
human capital from 
being unused, re-
maining underdevel-
oped or becoming 
devalued already at 
a young age.

This is why the first 
German initiative to 
host young Span-
iards should soon be 
followed by bilateral 
agreements with 
other countries. At the same time the Eu-
ropean Job Mobility Portal (EURES) should 
be established as the central information 
gateway for workers and potential trainees 
who are willing to move. More transparency 
in the search processes for jobs or appren-
ticeships would also stimulate the migration 
intentions of young people.

The bureaucracy around the recognition 
of foreign qualif ications has already been 

signif icantly reduced, and the comparabil-
ity of degrees has been enhanced through 
standardization within the European Qual-
if ications Framework. Still, a more com-
prehensive reform of the legal requirements 
and an expansion of the European ERAS-
MUS program could have an additional im-
pact on cross-border educational mobility.

Young educational and labor migrants 
from the crisis countries can contribute to 
welfare gains in other member states, from 
which the EU as a whole would benefit. 
Loss of human capital would be prevented 
while additional qualif ications and working 
experience abroad would be gained. The 
sending countries would definitely profit 

when “their” emigrants return. Countries 
like Germany should not count on keeping 
these young immigrants permanently. After 
a few years, unless the crisis persists, the 
majority will return to their native country, 
perhaps keeping in touch with the German 
labor market to come back again later.

The desirable expansion of (temporary) 
intra-EU migration to Germany does not 
make a recruiting policy for labor migrants 

Abbildung 5:  NEET-Raten Jugendlicher in ausgewählten Ländern (2000-2012)
Quelle: Eurostat. 

Anm.:  Angaben in Prozent bezogen auf Jugendliche im Alter von 15 bis 24 Jahren. 
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Abbildung 3: Beschäftigungsquote Jugendlicher in ausgewählten Ländern (2000-2012)
Quelle:  Eurostat. 

Anm.:  Angaben in Prozent bezogen auf Jugendliche im Alter von 15 bis 24 Jahren. 
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from non-EU countries redundant. On the 
contrary, Germany urgently needs such a 
concept to be able to compete internation-
ally for human capital. If the labor market 
integration of young immigrants from EU 
crisis countries is successful, this would 
also help lower the political resistance 
against economically motivated migration 
policies in general.

b)  Developing dual vocational training 
and social partnership

In Western Europe, countries with voca-
tional training systems and certif ied, trans-
ferable occupational skills have the lowest 
unemployment rates. Not only Germany, 
but also Austria, the Netherlands, Den-
mark and Switzerland practice various 
forms of vocational training with a strong 
focus on the specif ic needs of f irms and 
the direct involvement of employers. Unlike 
general or vocational schooling alone, this 
system accounts for the changing needs of 
the economy and allows trainees to gain 
f irm-specif ic knowledge and initial job ex-
perience through close ties with their train-
ing company. Firms, in turn, bear part of 
the training costs.

Despite some problems in keeping up with 
changing qualif ication requirements and 
integrating less skilled trainees, this con-
cept has proven effective and is well ac-
cepted. But dual training systems require 
a cooperative partnership between all the 
parties involved – governments, f irms and 
unions. Where a reliable social partnership 
has a strong tradition, as in Germany, dual 
vocational training systems already exist or 
are easy to establish. However, where so-
cial partners are highly suspicious of each 
other, the successful establishment of dual 
training is much more diff icult. 

Germany’s dual training system has been 
an asset during the crisis and can certainly 
serve as a role model for other countries. 
But its historically and culturally rooted 
features are not fully transferable to other 
societies. Some countries like Spain have 
recently started to set up a dual training 
system, but it is too early to evaluate their 
success. France would also be well advised 
to follow suit. Dual training could be test-
ed on a sectoral or regional level in close 
cooperation with a small group of f irms 
who share common interests. This makes 
it easier to design dual vocational train-
ing modules and to evaluate their practi-
cal feasibility. Working groups set up by 
the social partners could work on uniform 
standards and certif ications. Of course, 
it takes time for an extensively regulated 
training system like the German one to 
evolve – but such a comprehensive system 

is not needed to carry out successful dual 
vocational training. As a start, vocational 
schooling or academic education could be 
complemented by more practical, f irm-
based elements. Although the labor market 
effects would not be immediate, the crisis 
offers a window of opportunity to depart 
from old paths.

c)  Employment protection, fixed-term 
jobs, and active labor market policies

Fixed-term contracts have been liberal-
ized in many European countries since the 
1980s in order to facilitate labor market 
entry without eroding layoff protection. 
However, experience in Spain, France, Italy, 
Portugal, or Greece has shown that the 
transition from temporary to permanent 
employment for young workers has been 
rather diff icult. During the crisis, tempo-
rary jobs were often the f irst to get cut – 
which mainly affected young workers.

This is particularly evident in Spain. After a 
massive expansion of f ixed-term contracts 
since the 1980s, this form of employment 
currently accounts for about two-thirds 
of all jobs for the group of 15 to 24-year-
olds. The strong focus on temporary em-
ployment, in combination with severe 
problems to cope with structural change, 
may have contributed to the current youth 
unemployment disaster in Spain. Any fur-
ther promotion of temporary employment 
should therefore be viewed with caution 
and must be tailored to the specif ic condi-
tions of the national labor market.

France serves as another example. Labor 
market segmentation has increased since 
the early 1990s, with more than 90 percent 
of employees currently hired on f ixed-term 
contracts. As in other countries, young 
workers are overrepresented in this group. 

Strong employment protection is generally 
seen as a serious impediment for new labor 
market entrants. On the one hand, these 
regulations protect jobs of employees with 
many years of tenure in times of crisis while 
young employees with lower severance pay-
ment claims are more easily dismissed. On 
the other hand, f irms are more reluctant 
when it comes to hiring young and inexpe-
rienced applicants. In contrast, weak em-
ployment protection tends to strengthen 
the demand for (young) workers, at the 
cost of more rapidly rising unemployment 
during a recession.

Firms in highly regulated labor markets in-
creasingly use temporary employment as 
a “flexibility reserve,” and in the presence 
of strong employment protection it may 
displace permanent employment to some 

extent. Unlike previous generations, new 
labor market entrants today can no longer 
expect to secure a permanent contract im-
mediately or over the short term. Although 
demographic change will generally boost 
“employee power” and thus also lead to 
more permanent employment, this turn-
around will come too late for the current 
generation suffering from the crisis. 

Some countries with segmented labor mar-
kets have already started to reform the reg-
ulations governing temporary and perma-
nent employment, which certainly makes 
sense even if this will only have an effect in 
the medium term as the private-sector la-
bor demand picks up again. A potential so-
lution discussed in Italy, France, and Spain 
is to create a uniform labor legislation that 
does not distinguish between temporary 
and permanent employment. The “single 
contract” concept assumes each employ-
ment contract to be permanent, but sev-
erance payment claims would rise with 
job tenure. At the same time, dismissal 
requirements need to be simplif ied. Such a 
system would improve the entry prospects 
for young people signif icantly without the 
need to decide about switching to a perma-
nent contract at a certain point.

However, the grown structural environ-
ment of the respective labor market will be 
a crucial point. Germany still has strong 
employment protection, while comprehen-
sive and concerted labor market reforms 
have kept youth unemployment low for 
many years. Worse-off EU countries like 
Greece, Spain, Italy, and even France, failed 
to implement major reforms. Although in 
historical terms the German reforms came 
rather late, they laid the foundation for 
Germany’s remarkable crisis resilience.

The example of Spain illustrates that exten-
sive employment protection cannot pre-
vent massive job losses during a crisis, and 
that institutional reforms do not bring im-
mediate relief. Loosening employment pro-
tection alone will not result in a short-term 
increase in youth employment. A similar 
situation can be observed in Italy: Overly 
bureaucratic and expensive employment 
protection contributed to the large share 
of young people in temporary work and 
to high youth unemployment rates. The 
2012 reform of employment protection 
still needs to show impact, but it is ques-
tionable whether young people will benefit 
any time soon. Corrections of employment 
protection will remain largely ineffective if 
they are not accompanied by additional la-
bor market reforms.

The German “Agenda 2010” has proven 
that an outdated labor market environ-

YOUTH UNEMPLOYMENT
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ment can be modernized within a rela-
tively short period of time if the process 
does not end with the implementation of 
partial reforms. In this regard, a strategy 
of “supporting and demanding” for young 
job-seekers is absolutely vital. Scientif ic 
evaluations of Germany’s active labor mar-
ket policies have quickly led to signif icant 
modifications. Ineff icient programs were 
corrected or discontinued, and resources 
were allocated more effectively. 

As a result of the reforms, Germany’s trans-
fer system now provides more incentives to 
work. The job centers were professional-
ized and they demand from their “custom-
ers” more individual initiative. Moreover, 
further training programs were intensif ied. 
Under certain conditions, employers re-
ceive temporary wage subsidies if they hire 
hard-to-place (young) job seekers. Also, 
start-ups out of unemployment were exten-
sively supported for a while.

Evaluations show that all these instru-
ments have proven effective at bringing 
more young people into work. In contrast, 
public employment programs turned out 
ineff icient. They interfere with the labor 
market and tend to stigmatize program 
participants, possibly lowering their chanc-
es to f ind a regular job. 

The German experience with active labor 
market policies is not easily transferable 
to other European countries. A similar 
approach may lead to undesired results 
under different labor market regimes. For 
instance, studies from France, the UK, Swe-
den and Denmark do not f ind any positive 
impact of further training programs on 
the labor market outcomes of low-skilled 
youth. 

However, temporary wage subsidies for 
employers who hire young workers seem to 
be a generally effective instrument, accord-
ing to studies for France, the UK, Belgium 
and Sweden. Spain has also installed mea-
sures to subsidize wage and training costs. 
This approach is based on the notion that 
“real life” job experience is crucial for young 
workers – which is also one of the reasons 
for the success of Germany’s dual training 
system. However, in countries with highly 
segmented labor markets, temporary job 
subsidies do not improve the prospects 
of permanent employment, particularly if 
training is neglected for subsidized work-
ers. Spain, Greece, Portugal, the UK and 
Ireland have also established programs to 
support young entrepreneurs. In addition, 
many countries have started initiatives to 
promote regional mobility and to recog-
nize informal qualif ications gained through 
job experience. The medium-term success 

of this broad range of existing policy pro-
grams will depend on how well they are 
combined with other activation measures 
and how thoroughly they are evaluated.

d)  “Youth on the Move“? EU-wide solutions

The European Commission, within its 
scope, also tries to stimulate reforms to 
tackle youth unemployment, most notably 
through its “Youth on the Move” program 
established in 2010 as part of the Com-
mission’s “Europe 2020” strategy. This 
program aims at improving general and vo-
cational education, higher education, and 
the mobility of young trainees and job seek-
ers. It also supports start-ups and career 
entry of young people in EU countries with 
above-average youth unemployment rates.

At the same time, the program intends to 
implement a European “Youth Guarantee” 
that endows all EU citizens aged 15 to 24 
with the right to a job, an apprenticeship, 
or participation in a training program. In 
late June 2013, the EU summit decided to 
go forward with this concept. If it is indeed 
converted into national law, EU labor mar-
ket policy will face the huge challenge to 
provide every young person with (regular or 
subsidized) work, training, or an internship 
within four months after graduating or reg-
istering as unemployed. This would force 
government authorities in many countries 
to cooperate more closely with public and 
private placement services, schools, uni-
versities, vocational training providers, em-
ployers and unions. 

However, there is great danger that this 
program will lead to instances of disap-
pointment (blamed on the EU) and sub-
stantial economic mismanagement. In 
view of about seven million unemployed 

youth across the EU, the member states 
would have to go to great lengths in terms 
of designing and coordinating large-scale 
national program to fulf ill the “Youth 
Guarantee” even though (or perhaps be-
cause) around eight billion euros have been 
allocated for this purpose. Experience has 
also shown that authorities are tempted 
to set up extensive public employment and 
training programs in order to “bring down” 
unemployment statistics without necessar-
ily creating concrete and sustainable job 
prospects for the target group. Instead of 
devoting organizational efforts and scarce 
f inancial resources to this “Youth Guaran-
tee,” the key features of the “Youth on the 
Move” strategy should be pursued, and the 
current crisis states should be encouraged 
to reform their labor markets in a way that 
would reduce structural disadvantages for 
young people and promote the creation of 
new employment.

Eichhorst / Hinte / Rinne

Youth Unemployment in Europe: What to Do 
about it?

IZA PP 65 http://ftp.iza.org/pp65.pdf

Cahuc / Carcillo / Zimmermann

The Employment of the Low-Skilled Youth 
in France

IZA PP 64 http://ftp.iza.org/pp64.pdf

Schmid

Youth Unemployment in Korea: From a 
German and Transitional Labour Market 
Point of View

IZA PP 63 http://ftp.iza.org/pp63.pdf

Eichhorst / Boeri / Braga / Coen / Galasso / 
Gerard / Kendzia / Mayrhuber / Pedersen / 
Schmidl / Steiber

Combining the Entry of Young People in the 
Labour Market with the Retention of Older 
Workers

IZA RR 53 www.iza.org/files/report53.pdf

Cahuc / Carcillo / Rinne / Zimmermann

Youth Unemployment in Old Europe:  
The Polar Cases of France and Germany

IZA DP 7490 (forthcoming)  
http://ftp.iza.org/dp7490.pdf

Ehlert / Kluve / Schaffner

Temporary Work as an Active Labor Market 
Policy: Evaluating an Innovative Program for 
Disadvantaged Youths

IZA DP 6670 http://ftp.iza.org/dp6670.pdf

Bell / Blanchflower

Young People and the Great Recession

IZA DP 5674 http://ftp.iza.org/dp5674.pdf

Bell / Blanchflower

Youth Unemployment in Europe and the 
United States

IZA DP 5673 http://ftp.iza.org/dp5673.pdf

Recent IZA Publications on Youth Unemployment

“It is an illusion to believe that the 
youth unemployment problem in 
Europe can be solved by spending 
a couple of billion euros. There 
is no alternative to fundamental structural 
reforms, particularly in the crisis countries.”

Klaus F. Zimmermann (IZA Director)
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The ongoing economic crisis has led to a 
broad discussion on its employment and 
distributional consequences as well as on 
the question which policy might be most ef-
fective at mitigating the adverse labor mar-
ket consequences of the downturn. Three 
years ago, these questions were addressed 
at the 2010 IZA/OECD Workshop “Eco-
nomic Crisis, Rising Unemployment and 
Policy Responses: What Does It Mean for 
the Income Distribution?”. Several of the 
papers presented there gave illustrations of 
forward-looking simulation methods, pro-
viding scenarios of distributional outcomes 
already before detailed data on actual 
household experiences became available. 
Now, three years later, the follow-up to this 
event was held at IZA in Bonn in February 
2013: “The Effects of the Economic Crisis 
on the Labor Market, Unemployment and 
Income Distribution” were the topic of the 
workshop organized within IZA’s “Future 
of Labor” research program by Program 
Director David Blanchflower (Dartmouth 
College and IZA Visiting Research Fellow) 
and Deputy Program Director Andreas Peichl 
(IZA). The workshop attracted more than 
20 international researchers who analyzed 
the impacts of economic crises on labor 
market, unemployment and the earnings/
income distribution, and evaluated policy 
responses.

In his keynote speech, Bertil Holmlund 
(Uppsala University and IZA) concentrated 
on the Swedish experience in terms of labor 
market inequalities and the role of taxes 
and transfers in the welfare state. Since the 
crisis of the 1990s, Sweden has been con-
fronted with sharp increases in unemploy-
ment and inequality, which call the Swedish 
model into question. Especially low-edu-
cated individuals seem to fall behind. Part 
of this can be explained by the declining re-
distributive impact of taxes, which leads to 

an increasing wage dispersion, particularly 
at the top. 

The results of the analysis presented by 
Mathias Dolls (IZA) point in similar direc-
tion. He assessed the effects of U.S. tax 
policy reforms on inequality (IZA DP No. 
7190). By applying a new decomposition 
method that allows disentangling the di-
rect policy effect from the effect of chang-
ing market incomes, he showed that tax 
policy accounts for up to 29 percent of 
the total change in (income) inequality; its 
contribution increases to 41 percent when 
taking into account behavioral responses. 
While Republican policymakers contribut-
ed to increased inequality especially at the 
top, Democrats raised the income share of 
the bottom 80 percent of the distribution. 
Howard Chernick (Hunter College/CUNY) 
analyzed the impact of the recession on 
U.S. state tax revenues. He f inds that on av-
erage, states with relatively more progres-
sive tax systems are not more vulnerable to 
recessions than less-progressive states. In 
the majority of states, tax structures serve 
to dampen, not amplify revenue impacts of 
the change in capital gains, and, surprising-
ly, higher tax burdens on the 80th to 95th 
percentiles of a state’s income distribution 
tend to mitigate the recession-induced de-
cline in tax revenues. 

Decomposition methods based on simula-
tion models were also applied by Tim Cal-
lan (ESRI Dublin and IZA). He showed that 
for Ireland the large rise in unemployment 
and the increasing concentration of em-
ployment income in the top decile during 
the recession uplift inequality. Alari Paulus 
(ISER, University of Essex) laid his focus on 
the distributional effects of fiscal consolida-
tion measures in several EU countries. Using 
the EU microsimulation model EUROMOD, 
he found that as a whole, richer households 

tend to bear a relatively higher burden in 
most countries, but there is notable varia-
tion in the size, composition, and effects 
of fiscal consolidation. Applying a similar 
decomposition method, Robert Joyce (IFS) 
analyzed the short and long term impacts 
of the recession on the UK/British income 
distribution. Despite the relative stability 
of poverty indicators during the recession 
itself, he forecast rises in poverty in the post-
recession period, partly because of cuts to 
welfare benefits. Damon Morris (University 
of Sheffield) complemented this analysis 
by finding significant differences in the pre- 
and post-recession wage distributions, with 
fewer hours being worked and a lower pro-
pensity towards working full time after the 
crisis. This has important implications for 
human capital accumulation. Alberto Tumino 
(ISER, University of Essex) looked into the 
linkage between the demand for post-com-
pulsory education and prevailing labor mar-
ket conditions in Britain. Credit constrained 
youths, who are on average less likely to 
access further education, are also more 
sensitive to the impact of prevailing labor 
market conditions on the opportunity cost 
of schooling and on the expected returns to 
education. His paper suggests that policies 
aimed at helping the economy recover from 
recession should further seek to increase the 
net gains from education for young people, 
particularly among those facing liquidity 
constraints.

Samuel Freije-Rodriguez (World Bank) pre-
sented recent work of the World Bank on 
the Great Recession’s impact on poverty, 
inequality and the labor market in Latin 
American countries. He found that labor 
market performance determines how in-
tense the crisis impact was among those 
at the bottom of the distribution, but that 
non-labor incomes obtained through so-
cial policy can play a crucial compensa-
tory role for the poor. Most of the change 
in labor incomes is associated to changes 
in earnings rather than in employment. For 
some countries, job losses predominate in 
explaining changes in extreme poverty.

David Neumark (University of California, Ir-
vine and IZA) provided evidence on the ef-
fect of U.S. state-level hiring credits adopted 
during the Great Recession on job growth. 
For most programs, he does not find posi-
tive effects on job growth. However, some 
specific types of hiring credits – including 
those targeting the unemployed and those 
that allow states to recapture credits when 
job creation goals are not met – appear to 
have succeeded in boosting job growth. Ge-
rard Pfann (Maastricht University and IZA) 
presented an analysis of Dutch Severance 

IZA Workshop on the Labor Market Effects of the Economic Crisis
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CONFERENCES AND WORKSHOPS

IZA Workshop in Tunisia:  
Labor Markets and Labor Policy in MENA Countries
In March 2013, IZA held a workshop in Tunis 
to analyze “Labor Markets and Labor Policy 
in MENA Countries”. Gathering a number of 
leading researchers from around the world 
in the Tunisian capital, the workshop under-
scored that a sound understanding of labor 
markets in the MENA region is needed for the 
ongoing reform processes to succeed. 

Recognizing the importance of research in 
this field, the IZA Journal of Labor & Develop-
ment (IZA JOLD) and the IZA Journal of Labor 
Policy (IZA JOLP) devote a special focus to 
the MENA countries and will publish some of 
the papers presented at the workshop. Both 
journals’ editors were present in Tunis: IZA 
Program Directors David Lam (University of 
Michigan) and Hartmut Lehmann (University 

of Bologna) for IZA JOLD, as well as IZA Re-
search Fellows Juan F. Jimeno (Bank of Spain) 
and David Neumark (University of California, 
Irvine) for IZA JOLP. The workshop was or-
ganized by Núria Rodríguez-Planas (IZA and 
IAE-CSIC) and Jackline Wahba (University of 
Southampton and IZA), who serve as manag-
ing editors for the journals. IZA Director Klaus 
F. Zimmermann (University of Bonn; editor-
in-chief of the IZA Journal Series) and IZA 
Program Director Amelie F. Constant (GWU 
and Temple University; co-editor of the IZA 
Journal of Migration) also participated. This 
signals the strong support IZA provides to the 
Arab Spring reform process.

Ragui Assaad (University of Minnesota) set 
the scene by providing a rich overview of the 

characteristics and problems of the labor 
markets in the Middle East and North Africa 
(MENA). He highlighted how authoritarian 
regimes in the MENA region, who have di-
rectly or indirectly benefitted from the oil 
rents, were able to provide their populations 
with a variety of social and economic ben-
efits in return for their tacit acceptance of 
an autocratic rule. This social contract had 
important consequences for the labor mar-
kets, such as having a large public sector. In-
deed, the gradual dismantling of the social 
contract accompanied by the increase in the 
youth bulge have led to the current features 
of MENA’s labor markets marked by grow-
ing informality and a small formal private 
sector, as well as high unemployment rates 
among the educated youth. 

Pay Exemptions in Recession. A novel data 
set identifies key differences in procedural 
durations and firing costs distributions with 
and without the exemption for individual 
dismissal cases. Pfann showed that these 
differences are the most important reason 
for the outstanding performance of the 
Dutch labor market compared to other EU 
countries in the past decade.

David Blanchflower focused on the relation-
ship between the U.S. unemployment rate 
and the housing market. He showed that ris-
es in the homeownership rate of a particular 
U.S. state are associated with later rises in 
unemployment in the same state. This find-
ing can be explained with lower labor mo-
bility due to higher homeownership. Hence, 
the housing market can produce negative 
externalities upon the labor market.

Ira N. Gang (Rutgers University and IZA) 
analyzed the impact of skyrocketing food 
prices and falling incomes during economic 
crises on diet and nutrition using Bulgar-
ian data. By exploring the dietary and nu-
tritional implications of price and income 
shocks, he found not only a tendency of 
households to reallocate their consump-
tion baskets during a crisis, but also a 
dramatic change in the income and price 
elasticities of demand for both food and 
nutrients. The results challenge the implicit 
assumption of relatively low and invariable 
price and income elasticities of demand for 
food and nutrition in the existing literature.

Paola Giuliano (UCLA and IZA) presented 
her analysis of the long-lasting effects of 
the macroeconomic environment during 
adolescence on the preferences for redistri-

bution. She finds that individuals who expe-
rienced a recession in their youth are more 
likely to believe that success in life depends 
more on luck than on effort. Consequently, 
they support more government redistribu-
tion and tend to vote for left parties. 

At the end of the workshop, IZA Senior 
Policy Advisor Jo Ritzen chaired a group dis-
cussion on the question “How to End the 
Slump?”. He presented his idea of introduc-
ing a European youth loan scheme to jump 
start the economy. David Blanchflower 
suggested a consumption stimulus (e.g. by 
cutting VAT rates) to low income house-
holds as well as increasing incentives for 
f irms to invest and hire by reducing the user 
costs of capital. Bertil Holmlund agreed 
with Blanchflower and further suggested 
a combination of loose monetary policy 
and some targeted f iscal policy. In addi-
tion, implementing hiring subsidies as well 
as adopting a German-style apprenticeship 
system could be worthwhile. David Neu-
mark agreed that subsidizing education 
would be beneficial in the long run, partic-
ularly given the high youth unemployment 
rates. While the participants consented 
that especially in Southern Europe struc-
tural reforms of the labor markets are nec-
essary, Paola Giuliano emphasized the role 
of the institutions and political systems in 
these countries which hinder the implemen-
tation of such reforms. Other participants 
directed the attention to the potential of 
creating a f iscal capacity or f iscal union in 
Europe in the spirit of a “United States of 
Europe” which would lead to a partial f is-
cal equalization between the regions and 
provide automatic stabilization in terms of 
adverse shocks. In the end, the participants 

concluded that the crisis is not over yet, 
that several tough years of painful reforms 
will follow, and that it is time for European 
governments to act. Richer countries, espe-
cially Germany, which benefited a lot from 
the introduction of the euro, will have to 
support the weaker member states. In any 
possible scenario, “Germany pays”. Un-
derstanding and accepting this as soon as 
possible will be less costly in the long run 
compared to a break-up of the EMU or a 
continuation of the current policy. 

The workshop clearly showed that the im-
pact of recessions on income distribution 
and labor markets are important topics in 
labor and public economics. Yet, the analy-
sis is limited to historical recessions or sim-
ulation models as recent micro data cover-
ing the whole period of the ongoing crisis is 
not yet available. Only then will it be pos-
sible to examine the consequences of the 
crisis in greater detail. Together with the 
early evidence presented at this workshop, 
ex-post analysis of later and more com-
prehensive information on households’ 
crisis experiences will allow assessing the 
strengths and weaknesses of the different 
forward-looking approaches presented 
here. The aims of such validation exercises 
should be to further refine the methods 
available in order to provide timely advice 
on the effectiveness of different policy re-
sponses to the next downturn. IZA will con-
tinue to lead the research in this area and 
organize future conferences on this topic.

The studies presented at the workshop are 
available online:

 www.iza.org/link/FoL2013
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Said Aidi, former Tunisian Minister of Em-
ployment, spoke about the challenges his 
country is facing in the next decade, namely 
large regional and gender disparities in un-
employment, the need to create growth and 
employment, low levels 
of foreign direct invest-
ment, and growth op-
portunities in key sec-
tors including energy, 
environment and agro-
food. His vision for the 
medium term is to de-
velop policies facilitat-
ing regional integration 
of the MENA countries. 
While his focus was on 
labor demand policies 
such as institutional re-
forms, and investment 
in skill intensive tech-
nologies, workshop 
participants also raised 
the need to advance in 
labor supply policies.

With regard to the effects of trade liberal-
ization on informality, Irène Selwaness (Cairo 
University) found that that the trade re-
forms in Egypt increased informality. On a 
similar note, Shireen AlAzzawi (Santa Clara 
University) analyzed the impact of trade 
reform on the gender wage gap and on fe-
male employment in Egypt.  She found that 

increasing trade liberalization has largely 
had a negative impact on women’s relative 
wages and employment, even after control-
ling for the public-private distinction as 
well as the occupational distinction. How-

ever, there was some 
evidence supporting 
a favorable impact of 
increased export inten-
sity on females in the 
labor market.

Chaimaa Yassine (Uni-
versity of Paris 1 
Panthéon-Sorbonne) 
presented a structural 
model with two differ-
ent employment sec-
tors (public and pri-
vate) in a labor market 
with search frictions 
and heterogeneous 
productivities. Esti-
mating the model us-
ing Egyptian data, she 

found very low mobility rates. Aysit Tansel 
(Middle East Technical University and IZA) 
also studied labor mobility but in Turkey 
and from the formal and the informal sec-
tors instead. She presented interesting re-
sults on the differences in labor mobility 
across several dimensions (sectors, age, 
gender, and urban/rural), as well as in the 
degree of persistence of those transitions.

Miguel Pellicer (GIGA) looked into the effect 
of educational attainment on employment 
status of Tunisian men. He exploited policy 
changes that restricted access to secondary 
education in the 1970s as an instrument for 
education and used data from 2004 Tuni-
sian census as well as 2010 Labor Force 
Survey to estimate the effect of education 
on working in different sectors and within 
specif ic occupational categories. Rehab Bel-
lakhal (Tunis Graduate School of Business) 
and Mohamed-Badrane Mahjoub (University 
of Paris 1 Panthéon-Sorbonne) discussed 
the impact of vocational training programs 
in Tunisia on employment and wages.

Finally, two additional papers exploited nat-
ural experiments to evaluate the effective-
ness of two different policy reforms. Hatice 
Ayhan (University of Bologna) analyzed the 
effect of reducing social security costs for 
young men (aged 19 to 29 years) and women 
(aged over 18 years) between July 2008 and 
June 2010 in Turkey, on the creation of for-
mal employment for the targeted group. Ap-
plying propensity score matching methods, 
Stijn Broecke (OECD) evaluated whether an 
employment subsidy for college graduates 
was effective at improving their labor mar-
ket outcomes in Tunisia.

.The presented papers are downloadable:

 www.iza.org/link/MENA2013 

Annual Meeting on the Economics of Risky Behaviors
The 5th IZA Annual Meeting on the Eco-
nomics of Risky Behaviors (AMERB), co-
founded and co-organized by IZA Program 
Director Amelie F. Constant (George Wash-
ington University and Temple University) 
and Erdal Tekin (George State University), 
took place in April 2013. AMERB, which 
has established itself as a well sought-after 
conference over the past four years, was 
held at the Center for Global Dialogue in 
Zurich (Swiss Re), Switzerland. The con-
ference series is supported by IZA, along 
with Swiss Re, the Andrew Young School 
of Policy Studies at GSU, the Center for the 
Economic Analysis of Risk at GSU, and the 
Usery Workplace Research Group at GSU.

The 2013 AMERB brought together thirty-
eight outstanding economists and crimi-
nologists from around the world. Besides 
the sixteen presentations, the meeting fea-
tured a keynote by John Cawley (Cornell Uni-
versity and IZA) and a special lecture by Mi-
chael Eriksen (Dean of Public Health at GSU; 
former Director of the Office on Smoking 
and Health at the Centers for Disease Con-
trol and Prevention).

After welcoming remarks from IZA Direc-
tor Klaus F. Zimmermann and the organizers, 
AMERB commenced with the first session 
on “recessions and risky behaviors.” Nathan 
Tefft (University of Washington) presented 
his paper on “The Dow is Killing Me: Risky 
Health Behaviors and the Stock Market.” 
Investigating how risky health behaviors 
and self-reported health vary with the Dow 
Jones Industrial Average (DJIA) and during 
stock market crashes, he found that large, 
negative monthly DJIA returns reduced DJIA 
levels, and the 1987 and 2008-2009 stock 
market crashes were associated with wors-
ening self-reported mental health and riskier 
health behaviors including more cigarette 
smoking, binge drinking, and fatal car acci-
dents involving alcohol.

Jason M. Lindo (University of Oregon and 
IZA) looked into the apparent contradic-
tion that economic downturns do not 
seem to increase child abuse, despite their 
impacts on family income and the estab-
lished connection between poverty and 
abuse. Using county-level child abuse data 
from the California Department of Justice 

covering 1996 to 2009, he estimated the 
extent to which a county’s reported abuse 
rate diverges from its trend when its eco-
nomic conditions diverge from trend, while 
controlling for statewide annual shocks. 
While overall measures of economic con-
ditions are not strongly related to child 
abuse, downturns disproportionately af-
fect men’s increased abuse and women’s 
reduced abuse.

The special lecture by Michael Eriksen on 
“The Pursuit of Nicotine and Its Changing 
Effect on Public Health” enlightened the 
audience with the wealth of information 
about the negative effects of smoking.

In the session on obesity, Charles Coureman-
che (Georgia State University) posed the 
question “Can Changing Economic Incen-
tives Explain the Rise in Obesity?” Estimat-
ing the effects of economic factors on body 
mass index (BMI), obesity, and severe obe-
sity and controlling for demographic char-
acteristics, as well as state and year fixed 
effects, he found that the change in gen-
eral economic indicators collectively explain 

IZA EVENTS
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gang was typif ied involving extremely high 
risks and relatively low monetary returns.

The session on substance abuse started 
with Sarah Cattan (Institute for Fiscal Stud-
ies, London), who explored sibling influ-
ence on teenage substance use and found a 
strong correlation in a variety of behaviors, 
such as engaging in smoking, drinking, 
and marijuana. Monica Deza (University of 
Texas at Dallas) followed with a paper on 
the effects of alcohol on the consumption 
of Hard Drugs: Regression Discontinuity 
Evidence from the National Longitudinal 
Study of Youth 1997.” The paper examined 
the role of increased alcohol consump-
tion at age 21 on the consumption of hard 
drugs and found that lowering the cost of 
accessing alcohol reduces the probability 
of f irst-time consumption of hard drugs.

Deborah A. Cobb-Clark (University of Mel-
bourne and IZA) presented her paper con-
cerning the relation between marijuana use 
and educational attainment and achieve-
ment. Using unique survey data for a 
sample of young people linked to nearly a 
decade of administrative data on their fam-
ily’s welfare histories to estimate the im-
pact of early marijuana use on educational 
outcomes, the results highlight a strong 
link between marijuana use and both high 
school completion and achieving a univer-
sity entrance score. 

Based upon her paper entitled “School and 
Drugs: Closing the Gap Evidence from a 
Randomized Trial in the US”, Núria Rodrí-
guez-Planas (IZA and IAE-CSIC) presented 
evidence of how the Quantum Opportu-
nity Program (QOP) worked in the US. 
QOP was found to be extremely successful 
among high-risk youths, given that it man-
aged to curb their risky behaviors while 
persistently improving high-school gradu-
ation by 14 percent and college enrollment 
by 21 percent. By contrast, it was proven 
unsuccessful among youths in the bottom 
half of the risk distribution, with negative 
peer effects increasing their engagement 
in risky behaviors, especially while in high-
school.

The co-organizers thanked participants for 
making this a productive and memorable 
event during which great efforts were ap-
plied to advance our understanding of the 
causes and consequences of risky behav-
iors, as well as promoting policies aimed at 
reducing their incidence and cost.  Most of 
the presented papers are downloadable at:

 www.iza.org/link/AMERB2013 

The 6th AMERB will be held in May 2014 at 
Universidad EAFIT in Medellin, Colombia.

Andrew J. Oswald (University of Warwick and 
IZA) presented a paper on “Happiness as a 
Driver of Risk-avoiding Behavior: A Concep-
tual Framework with an Application to Seat-
belt Wearing and Automobile Accidents.” 
The paper studied the longstanding puzzle 
of why citizens take extreme risks with their 
health and lives, despite most governments 
trying to discourage them from doing so. 
These results imply that government policy 
may need to address the underlying happi-
ness of individuals in addition to its more 
traditional concern with behavioral symp-
toms. Yarine Fawaz (Universitat Autònoma 
de Barcelona) presented her paper on “The 
Human Cost of Labour.” Linking individual 
data from a nationally representative survey 
to death certificate information, including 
cause of death, the study found that labor 
market conditions are indeed related to sui-
cidal behavior.

John Cawley’s keynote entitled “Similari-
ties and Synergies in Economic Research 
on Various Risky Behaviors” was about the 
derived demand for many risky behaviors 
and the implications for the price elastic-
ity of demand. Cawley also discussed the 
challenges to the study of risky behaviors, 
namely identif ication, data limitations, 
scepticism among non-economists that 
economics is useful in studying these top-
ics, and friction with the public health 
community. He concluded his keynote with 
inspiring future directions for research.

In the session on “gangs and prisons,” Mag-
nus Lofstrom (Public Policy Institute of Cali-
fornia and IZA) showed that California’s 
corrections realignment decreased incar-
ceration with what appears to be a modest 
(if at all) negative impact on crime, sug-
gesting that California might be well along 
the path of diminishing marginal returns 
to incarceration, and/or that realignment/
counties quite effectively identif ied and re-
aligned offenders. 

Rodrigo R. Soares 
(PUC-Rio and IZA) 
reported on youth 
entry, career and 
exit in drug-selling 
gangs. He found 
that young individu-
als from a lower so-
cioeconomic back-
ground were more 
likely to be gang 
members. While 
education was not 
rewarded within the 
gang, qualities such 
as experience, brav-
ery or loyalty were. 
Membership in a 

large parts of the rise in BMI and obesity, 
with warehouse club expansion and increas-
ing numbers of restaurants representing the 
two leading drivers of these results.

“A Model of Worker Investment in Safety 
and Its Effects on Accidents and Wages” 
was the next paper presentation by Nicolas 
R. Ziebarth (Cornell University and IZA). He 
developed a theoretical model of worker in-
vestment in safety predicting that safer jobs 
may be associated with higher wages to the 
extent workers invest in skills that reduce 
the risk of accident and injury. Testing the 
model’s predictions using obesity as a proxy 
for worker investment in safety, the authors 
further found that obese workers’ wages are 
significantly lower than those of normal-
weight workers, albeit only in high-risk jobs.

In a session on “war and health”, Mevlude Ak-
bulut-Yuksel (Dalhousie University and IZA) 
presented her paper entitled “War during 
Childhood: The Long Term Effects of War-
fare on Children’s Health.” Combining data 
at city-level destruction in WWII Germany 
by Allied Air Forces with individual survey 
data from the German Socio-Economic 
Panel she estimated the causal long-term 
consequences of exposure to war in utero 
and during childhood on children’s BMI and 
obesity in adulthood. She found that expo-
sure to wartime destruction had significant 
and enduring effects on the body size of in-
dividuals who were children during WWII.

Jason Hockenberry (Emory University) ex-
plored “Moral Hazard and Less Invasive 
Medical Treatment for Coronary Artery Dis-
ease: An Analysis of Smoking and Drinking 
in the Health and Retirement Survey.” This 
study examined how changes in patient 
smoking and alcohol drinking are related to 
common treatments for coronary artery dis-
ease, and found that those who have more 
invasive treatment are more likely to quit 
smoking and drinking.

CONFERENCES AND WORKSHOPS
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IZA Workshop: Labor Market Policies for Older Workers
The ongoing demographic transition is be-
coming an important issue in the policy de-
bate as the ratio of workers per retiree (the 
dependency ratio) is decreasing over time. 
Possible solutions include actions to ad-
dress the reduction in the dependency ratio 
(retirement, employment, fertility, immigra-
tion) and/or changes in tax and benefits as-
sociated with the design of unemployment 
insurance for older workers and the pen-
sion system. In April 2013 an IZA workshop 
was held in Bonn on “Labor Markets and 
Labor Market Policies for Older Workers”.  
It was organized by IZA Program Director 
Pierre Cahuc (CREST-Ecole Polytechnique, 
Paris) and IZA Deputy Program Director 
Konstantinos Tatsiramos (University of Leices-
ter). The workshop brought together lead-
ing researchers in the field, who presented 
their work on the labor market situation of 
older workers, how the design of the unem-
ployment insurance affects the incentives to 
work, the relationship between productivity 
and aging, the labor supply effect of early 
retirement schemes and the link between re-
tirement and health.

The f irst session of the workshop was de-
voted to the design of the unemployment 
insurance system and labor supply of older 
workers. Kathrin Degen (University of Laus-
anne) analyzed the medium-run effects of 
cutting potential benefit duration on em-
ployment and earnings in Switzerland. The 
analysis was based on a Swiss reform that 
reduced potential benefit duration from 
24 months to 18 months for job seekers 
younger than 55 years in 2003. The f ind-
ings suggest that this reduction in potential 
benefit duration increased employment 
and earnings of job seekers aged 50 to 54 
years up to 50 months after entering unem-
ployment.

In Sweden, unemployed who have exhaust-
ed their normal unemployment benefits 
can continue receiving support conditional 
on participating in a labor market pro-
gram. Ulrika Vikman (IFAU) evaluated the 
effect of a reduction in the duration of 
passive benefits from 90 to 60 weeks for 
unemployed aged 55-56 on the probability 
of f inding a job. The f indings suggested an 
increased job f inding rate as a result of the 
shorter duration of benefits. These effects 
are interpreted as unemployed workers in-
creasing their search effort close to the new 
benefit expiration point rather than lower-
ing their reservation wages.

The unemployment insurance does not only 
matter for the decision to exit unemploy-
ment but may also affect the inflow into un-

employment. Conny Wunsch (VU University 
Amsterdam and IZA) investigated the effect 
of a reduction of maximum benefit duration 
in Germany on the behavior of employed 
workers, which affected workers above 45 
years old. Workers aged 57 to 62 anticipat-
ing the reduction of benefits reacted by en-
tering unemployment after the reform was 
announced and before it was enacted. After 
the reform, the probability of those older 
workers exiting employment was reduced. 
On the other hand, younger workers do not 
react to the financial incentives induced by 
the unemployment insurance system.

Reforms in provision and generosity of un-
employment insurance for older workers 
may affect other choices such as the deci-
sion to become self-employed, which may 

be an attractive alternative or can also be 
used to gradually retire. Jim Been (University 
of Leiden) analyzed whether self-employ-
ment at older ages is chosen as a gradual 
retirement mechanism or because of lack of 
alternative employment opportunities. Ex-
ploiting a policy change in the Netherlands, 
which introduced search requirements for 
workers after the age of 57.5, the study 
f inds that self-employment at older ages is 
chosen to end a spell of unemployment and 
avoid unemployment.

The second session of the workshop was 
devoted to theoretical and empirical as-
pects of aging. Karsten Wasiluk (University of 
Konstanz) investigated how the expected 
increase of the share of older workers in the 
labor force affects the level of technology 
adopted by f irms. Older workers may not 
be prepared for new technologies, may be 
less able to adapt or may receive less train-
ing due to lower expected job duration. 
Developing a dynamic general equilibrium 
model, in which f irms are able to adjust 

their workforce and to adapt to new tech-
nologies, it was shown that the predicted 
changes in age composition of labor force 
in Germany within the period 2010-2025 
would lower annual productivity growth.

The relationship between productivity and 
aging may matter for economic growth and 
may also affect the decision of f irms to re-
tain older workers. Cognitive abilities de-
cline with age but, on the other hand, high-
er experience of older workers may operate 
as a mitigating factor. Tuomas Pekkarinen 
(Aalto University and IZA) used piece-rate 
wages as a proxy for productivity to exam-
ine whether productivity changes over the 
life-cycle, based on payroll data from Finn-
ish manufacturing f irms. The f indings sug-
gested that productivity increased rapidly 

between 20 and 30, grew slowly between 
30 and 45 and declined very little after 45. 
Overall, these results do not support that 
productivity is reduced as people age.

Empirical studies f ind that wage inequal-
ity varies by age exhibiting a U-shape. Pe-
tra Marotzke (University of Konstanz) built 
a life-cycle model of the labor market with 
on-the-job search to explain this pattern 
highlighting three factors: the time horizon 
before retirement which reduces the opti-
mal search effort with age; match hetero-
geneity where the probability of meeting 
an outside f irm with a higher match qual-
ity decreases in the quality of the current 
match, leading to frequent job changes for 
young workers, moderate job changes for 
middle aged workers, and infrequent job 
changes for older workers; and worker’s 
bargaining power which influences the 
worker’s reservation wage. This model can 
reproduce the U-shape of the age-inequal-
ity profile of wages if the bargaining power 
of workers is suff iciently high.
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IZA/Cass Business School Workshop:
Understanding Leadership from Multidisciplinary Perspectives 

The third session of the workshop was de-
voted to issues related to retirement. Andrea 
Weber (University of Mannheim and IZA) ex-
amined the impact of two pension reforms 
in Austria, which increased the early retire-
ment age, on labor supply looking at the 
decision of exit from employment and the 
decision to claim pension. Using matched 
employer-employee data, she showed that 
both men and women delayed their pen-
sion claims and job exits in response to the 
increased age of early retirement. There is 
very little evidence of substitution into other 
programs and some evidence that there are 
spillover effects to other workers who were 
not affected by the reform.

Raymond Montizaan (ROA, Maastricht Uni-
versity and IZA) investigated the effect of a 
reduction of the generosity of pension ben-
efits on job motivation using a reform in 
the Netherlands which affected only work-
ers who were born after 1950. The f ind-
ings suggested that job motivation is sig-
nif icantly lower among employees affected 
by the reform. These effects are larger for 
workers who are negative reciprocal, born 
closer to the beginning of 1950, and had 
more coworkers not affected by the re-
form, who perceived the policy change as 
being more unfair.

In order to increase activity rates of 
workers, Italy introduced reforms in the 
early retirement age but also changes in 
training subsidies. The paper by Daniela 

Sonedda (University of Piemonte Orien-
tale) exploited the overlapping sources 
of variability across cohorts in eligibil-
ity conditions to retire together with 
the regional and longitudinal variability 
in training subsidies to investigate the 
role of pension reforms and training in-
centives. The f indings suggested that 
increases in retirement age reduced the 
probability to retire and increased train-
ing, while training subsidies had a small 
positive effect on training being mostly 
effective for younger workers.

Marcello Sartarelli (Universidad de Alicante) 
investigated the effect of a cash transfer on 
elderly labor supply using data from Bo-
livia, where eligibility of the transfer varies 
around age 60. The f indings suggested het-
erogeneous effect of the cash transfer on 
labor supply. Overall, the effect has a small 
negative effect on the probability of being 
employed but a much larger effect for ur-
ban women.

Early retirement schemes have been moti-
vated in the past on the basis that they can 
increase the employment opportunities 
of younger workers. Ola Vestad (Statistics 
Norway) examined whether early exit by 
elderly employees increase the prospects 
for young labor market entrants. Using an 
exogenous policy change in early retire-
ment in Norway, which creates variation in 
the number of jobs released, he found that 
for each additional pensioner there is, in 

principle, space for one entrant in the labor 
force. This holds particularly for more edu-
cated entrants.

The last session of the workshop was de-
voted to issues related to health and retire-
ment. Obesity rates in the world have more 
than doubled over the last 30 years, which 
is a risk factor for morbidity and disabil-
ity. The paper by Mathilde Godard (CREST) 
investigated the effect of retirement on 
weight using European data for older 
workers and exploiting variation in retire-
ment schemes that produce an exogenous 
shock in retirement behavior. The f indings 
suggested that retirement leads to a small 
increase in the probability of being over-
weight or obese but had no effect on body 
mass index.

The timing of retirement and policy chang-
es in the minimum age of retirement might 
have effects on health and morbidity. Hans 
Bloemen (VU University Amsterdam and 
IZA) examined the impact of early retire-
ment on mortality in the Netherlands ex-
ploiting a temporary opportunity for civil 
servants to retire earlier than normally. The 
f indings suggested that early retirement 
had a strong negative effect on the prob-
ability to die within f ive years for men but 
no effect for women.

The presented studies are downloadable: 

 www.iza.org/link/olderworkers2013 

After the successful f irst IZA workshop on 
“The Economics of Leadership” at MIT in 
the summer of 2021, co-organizer Amanda 
Goodall (Cass Business School and IZA) 
joined forces with Andre Spicer (Cass Busi-
ness School) to run a second workshop 
with a multidisciplinary approach. On May 
9, one hundred people gathered at Cass in 
London to discuss leadership from the per-
spectives of economics, psychology, sociol-
ogy and political science. Seventeen speak-
ers presented in f ive different sessions, all 
on one day. Each session gave ample room 
for open discussion and sharing ideas. 

The day kicked off with the question, “Do 
the characteristics of leaders make a dif-
ference?” Donald Searing (University of 
North Carolina Chapel Hill), who writes 
on comparative politics, political psychol-
ogy, and political elites, outlined his cur-
rent research on the psychology of politi-
cal leadership. Drawing on extraordinary 

data on UK politicians dating back to the 
1970s, Searing tries to identify politicians’ 
key motivations and skills that help them 
perform liberal democratic functions, such 
as regime building, governing, account-
ability and representation. Psychologist Jo 
Silvester (Cass Business School) presented 
her research on the key predictors of per-
formance of those in political roles. She 
worked with the Conservative Party to 
create the f irst competency-based selec-
tion process for prospective parliamentary 
candidates in 2001, and has since under-
taken similar work with the Liberal Demo-
crat Party redesigning the Party approvals 
process and implementing 360-review for 
parliamentary candidates in the 2010 gen-
eral election. Interestingly, Silvester was 
originally opposed to the implementation 
of quotas for women and ethnic minorities 
into politics. However, after ten years of 
research in the area, she now believes that 
quotas are necessary.

The issue of quotas formed part of the 
presentation by Amalia Miller (University 
of Virginia), an economist whose work 
explores gender in corporate leadership. 
Miller presented her research about the ef-
fect of increased numbers of women direc-
tors on boards in Norway. Since January 1 
2008, a gender quota of 40% female board 
membership has been enforced on all pub-
lic limited liability companies in Norway. 
Her work shows that the presence of more 
women on boards’ influences decision-
making on issues such as redundancies, 
and that this is largely because women are 
more likely to adopt a longer view in terms 
of profitability. 

 The second session focused on those who 
are “Reluctant leaders and reluctant fol-
lowers”. These include lawyers and other 
professionals, academics and doctors, 
and also women, according to Alice Eagly 
(Northwestern University). She presented 
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and social networks link to leadership. John 
Antonakis (University of Lausanne) focused 
on predictors and outcomes of leadership 
and what we know about individual dif-
ferences. He also summarized his work on 
causality that challenges how leaders can 
be linked to performance. 

The f inal session of the day asked, “Can we 
develop leaders who are not self-serving?” 
David Day (University of Western Australia), 
Randall Peterson (London Business School) 
and David Henderson (Cass Business School) 
closed the day with a discussion about 
leadership development. CEOs have been 
under f ire in the f inancial services and 
other industries; yet, at the same time, 
huge sums have been spent on leadership 
development. But is it possible to develop 
leaders who can put others f irst? Day, Hen-
derson and Peterson all think that it is. 

A selection of video interviews with partici-
pants of the Ieadership workshop is avail-
able online:

 http://goo.gl/3ZWrH

private and public sectors. He focused on 
hospitals and reported that management 
quality and productivity seems to improve 
when doctors are in leadership positions. 
Physician leadership was the topic of the 
presentation by James Stoller (Cleveland 
Clinic, Ohio). Stoller has thought a lot 
about physician leadership both as a sur-
geon and more recently as a researcher 
on the topic of leadership development in 
health care.  Amanda Goodall closed the 
session off with a summary of her work 
that suggests leaders who are specialists 
perform better than generalist managers, 
as evidenced in a number of settings, such 
as universities, hospitals, basketball and 
Formula 1 Championships. 

Andre Spicer led the session “Is leadership 
an essentially ambiguous concept?” He 
works on organizational power and poli-
tics, identity and more recently leadership. 
Drawing from interviews in knowledge in-
tensive f irms, Spicer showed how leader-
ship can be explained through a series of 
metaphors. Martin Kilduff (University Col-
lege London) looked at how personality 

her work on how gender, prejudice and ste-
reotyping influences who becomes a lead-
er. Healthcare expert Federico Lega (Bocconi 
University) focused on the organization 
and management of hospitals and health 
institutions. It is increasingly accepted that 
doctors need to get more involved in man-
agement and leadership, yet they are reluc-
tant to lead and managers are often not 
keen to let go. Lega discussed the barriers 
and incentives associated with increased 
physician leadership. 

Mats Alvesson (Lund University), one of the 
founding fathers of Critical Management 
Studies, argued that there has been too 
much focus on leaders and not enough at-
tention on the interactions between lead-
ers and followers. Alvesson, who views 
leadership as somewhat illusive, suggested 
that the causal direction between lead-
ership style and performance is unclear. 
Finally, management expert Laura Empson 
(Cass Business School) gave a taste of her 
research in professional service f irms. As 
Empson showed, lawyers are neither in-
terested in leadership or being led, mostly 
because it conflicts with the culture of pro-
fessionals. 

Christina Shalley (Georgia Tech) opened the 
session “Should leaders be specialists or 
generalists?” and drew from her work on 
creativity to explain how leaders can struc-
ture jobs and the work environment to en-
hance employee creativity. John Van Reenen 
(CEP, LSE and IZA) reported on why there 
are so many “bad bosses” in all areas of the 

Learning from the Best: IZA Summer School in Labor Economics
The 16th IZA European Summer School in 
Labor Economics took place on May 13-19, 
2013. Every year, the IZA Summer School 
brings a large number of Ph.D. students 
and senior lecturers together to study new 
areas in labor economics. Students have 
the opportunity to present their work in a 
devoted presentation or poster session and 
to discuss ideas with established research-
ers in a relaxed and open atmosphere. This 
year, the Summer School hosted 36 stu-
dents of 22 different nationalities based in 
universities from 13 different countries at 
the lake of Ammersee in Bavaria/Germany. 
As in previous years, almost half of the par-
ticipants were female.

The lectures this year struck a good bal-
ance between econometrics and policy 
and were delivered by IZA Director Klaus F. 
Zimmermann (University of Bonn) and IZA 
Research Fellow Jeffrey Wooldridge (Michi-
gan State University). Zimmermann cov-

ered “Migration and Ethnicity”, lecturing 
on topics including the determinants of 
mobility, the effects of EU enlargement 
on labor markets, and discrimination. 
Wooldridge covered “Correlated Random 
Effects Panel Data Models”, providing stu-
dents with a rich toolkit with which to carry 
out advanced applied research. Students 
also benefited from a talk on “Publishing 
in Journals” delivered by Zimmermann and 
IZA Program Director Amelie F. Constant 

(GWU and Temple University), who ad-
vised the students on how to disseminate 
their research through peer-reviewed out-
lets. IZA’s Head of IT, Nikos Askitas, was in 
attendance to talk to the students about 
IZA’s International Data Service Center 
(IDSC) while advisory board member Uwe 
Sunde (University of Munich and IZA) also 
visited towards the end of the week to pres-
ent the activities of the European Associa-
tion of Labour Economists (EALE).
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to the benef it rolls or remain off benef it 
for long periods.

The conference brought together leading 
researchers in the f ield who presented their 
work on benefit dynamics, the interaction 
of social assistance and other programs, 
the responsiveness of benefit systems dur-
ing crisis, and how social benefits affect 
behavior. The evidence on benefit depen-
dence covered countries such as Canada, 
Germany, Norway, Sweden and the UK. 
Evidence on what people do after leaving 
various temporary assistance programs 
and to what extent there is interaction 
with other programs was focused on the 
U.S. case. Behavioral effects of the provi-
sion of social assistance and activation 
measures to bring welfare recipients back 
to work was presented for countries such 
as Denmark, France, the Netherlands and 
Sweden. One session was devoted the re-
cent economic crisis focusing on the way in 
which social expenditures change over the 
cycle and the dynamics of benefit receipt 
in the OECD countries. This session con-
cluded with reflections from policy makers 
from Bulgaria, Greece and Poland on the 
way their countries’ safety nets responded 
during the crisis.

The conference program is available online:

 www.iza.org/link/safetynets2013  

countries around the world. Patterns of 
transitions into and out of benefit receipt 
are important measures of the effective-
ness of social protection systems. In par-
ticular, the duration of benefit spells, rep-
etition of receipt, and changes over time 

in flows into and out 
of benefit receipt are 
important both for 
distributional reasons 
and from a f iscal point 
of view. 

In addition to their 
role in cushioning in-
dividual or economy-
wide income “shocks”, 
active and ‘activat-
ing’ social and labor-
market policies seek 

to keep benef it spells short by facilitating 
a return to self-suff iciency. Social assis-
tance and similar minimum-income (or 
‘welfare’) benef its are of particular inter-
est in this respect because potential recip-
ients of these benef its are subject to high 
risks of poverty, and because they experi-
ence, on average, more severe labor mar-
ket diff iculties than recipients of ‘f irst-
tier’ unemployment benef its. Little is 
currently known about the characteristics 
of those moving into social assistance, the 
typical duration of their benef it receipt, 
and whether those no longer drawing on 
minimum income support quickly return 

On May 21-22, 2013, an IZA/OECD/World 
Bank conference was held at the OECD in 
Paris on “Safety Nets and Benefit Depen-
dence: Evidence and Policy Implications.” 
It was co-organized by Stéphane Carcillo 
(OECD and IZA), Herwig Immervoll (OECD 

and IZA), Stephen Jenkins (London School 
of Economics and IZA), Sebastian Königs 
(OECD), Ramya Sundaram (World Bank), 
and Konstantinos Tatsiramos (University of 
Leicester and IZA). The conference was 
addressed by Stefano Scarpetta (OECD and 
IZA) and Ana Reventa (World Bank) who 
emphasized the importance of the welfare 
system as a safety net during the crisis.

Social protection systems have always 
played a signif icant role in responding to 
the needs of households in f inancial dif-
f iculties, a role that has been underlined 
during the recent Great Recession in many 

IZA/OECD/World Bank Conference: Safety Nets and Benefit Dependence

The Ambassador warned that forecasts of 
future technological change can be “wildly 
wrong”, but said he believes “that human in-
novation and creativity will continue – and 
that it will be for the good of all woman and 
mankind.“

With regard to the U.S.-German relation-
ship, Murphy said, “I think Chancellor 
Merkel deserves a lot of credit for advanc-
ing the transatlantic partnership. She and 
President Obama agree that whether we 
are talking about our developed transat-
lantic economies or the dynamic emerging 
economies in the Far East or the most im-
poverished regions of our world, economic 
progress enriches us all. Why? Because not 
only does it create new markets and a more 
stable world order, quite simply it’s also the 
right and the smart thing to do.”

The full text of the speech is available online at: 
 www.iza.org/pfellows2013/speech

“Today’s world presents not just dangers, 
not just threats, it presents opportunities.”

For the U.S., Murphy sees new opportuni-
ties in manufacturing, with potential ben-
efits from copying the German system of 
vocational training and bringing together 
science and industry to boost innovation. 
He also stated out that the prospect of U.S. 
energy independence due to shale gas drill-
ing not only makes U.S. firms more competi-
tive but also has a broader global relevance. 

Against the backdrop of the negotiations 
for a transatlantic trade agreement, the 
U.S. Ambassador to Germany, Philip D. 
Murphy, was invited to give a speech on the 
future of transatlantic cooperation at the 
IZA Policy Fellow Meeting in Berlin on May 
28, 2013.

Murphy stressed that the U.S. and Europe 
are facing the same complex challenges 
such as climate change, energy, the Euro, 
budget deficits or demographic issues. 
Closer economic cooperation must also 
tackle many of these shared problems.  
Murphy underlined the importance of im-
mediate, short-term actions to solve some 
of the most pressing issues. But he also 
pointed out that times of crises have always 
been followed by times of prosperity, and it 
is equally important to stick by a long-term 
agenda not based on a trend of the mo-
ment. Quoting President Obama’s State of 
the Union address, the Ambassador said, 

U.S. Ambassador at IZA Policy Fellow Meeting in Berlin

Philip D. Murphy, Klaus F. Zimmermann
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immigrants (“Make it in Germany”), these 
steps have not been adequately recog-
nized internationally. A more transparent 
and open immigration system could ad-
dress many of the barriers and obstacles 
that employers and prospective immi-
grants are currently facing. 

A points system to manage – and to pro-
mote – immigration to Germany appears 
as a feasible and attractive option which 
German policymakers should seriously 
consider.

gaps, management of public opinion, and 
involvement of relevant stakeholders.

The researchers also simulated future mi-
gration f lows from the EaP countries un-
der different scenarios. They estimated 
that the inf low would remain modest even 
under full liberalization of access to EU 
labor markets. However, more open labor 
markets would signif icantly increase GDP 
gains and decrease inf lationary pressures 
while having negligible effects on unem-
ployment.

The f inal report, the two key reports, 
and the country studies are available for 
download:

shortages of skilled labor. However, Ger-
many has actually experienced a substan-
tial increase in net immigration in recent 
years. But rather than due to institutional 
changes or a proactive recruitment ap-
proach, this seems primarily related to the 
country’s relatively strong performance 
during the Great Recession. 

In particular, immigration from EU coun-
tries that were severely affected by the cri-
sis strongly increased. Among the sending 
countries are thus still primarily European 
countries, while third countries outside 
the EU play no major role. Informational 
barriers are identif ied as a very important 
restraint for prospective immigrants. Ger-
many still lacks a uniform and comprehen-
sive approach for providing prospective 
immigrants the necessary information to 
prepare their move. Although the country 
has recently made steps towards a more 
labor-oriented immigration policy and a 
new online portal was launched providing 
comprehensive information to potential 

The authors propose a liberalization of 
mobility between the EU and EaP coun-
tries as a f irst-best policy alternative. The 
report calls on EaP countries to incor-
porate migration issues in public policy 
strategies and to harmonize all migration-
related activities on national and EU lev-
els. They should also strive to negotiate 
supplementary treaties to fully enable 
non-EU migrants to obtain work and resi-
dence permits with access to social pro-
tection.

For the EU countries, the experts recom-
mend the adoption of a visa-free travel 
regime, a stepped-up engagement with 
the EaP countries through EU-level, multi-
lateral and bilateral mobility frameworks, 
expanding on the Blue Card directive. 
Other potential initiatives include work 
permit facilitation, programs for specif ic 
professions and sectors, as well as sim-
plif ication and increased transparency 
of immigration procedures. At the same 
time, the EU countries should enhance 
their migrant integration policies, includ-
ing skill transferability, recognition of 
social rights, reduction of informational 

Amelie F. Constant (IZA Program Director 
for Migration) and Ulf Rinne (IZA Deputy 
Director of Research) served as consul-
tants to the International Organization 
for Migration (IOM) for a country report 
on Germany, assessing the access to la-
bor market information for migrants and 
employers. When they f irst consider the 
demand side, German f irms in general 
do not perceive increased international 
recruitment activities as an important 
instrument to counteract the imminent 

On June 25, 2013, IZA Director Klaus F. Zim-
mermann (University of Bonn) presented 
to the European Commission in Brussels 
a report on “Migration from the Eastern 
Partnership (EaP) Countries to the Euro-
pean Union - Options for a Better Future”.  
The report summarizes the f indings of a 
large-scale research project for which IZA 
partnered with CASE (Warsaw), Central 
European University (Budapest), and the 
London School of Economics. The project 
resulted in eleven country studies and two 
general reports focusing on a cost-benefit 
analysis, presented in Brussels by Martin 
Kahanec (CEU and IZA), and policy options, 
presented by Luca Barbone (CASE).

The final report concludes that (i) the bal-
ance of costs and benefits is positive for both 
sending and receiving countries; (ii) costs can 
be reduced, and benefits maximized, by the 
use of appropriate policies that facilitate mo-
bility and integration, and that help manage 
the economic consequences of large remit-
tance flows; (iii) labor migrants from the EaP 
countries could help the EU member states 
fill skills gaps as the demographic transition 
intensifies in Europe.

IZA Research Report on the Access to Labor Market Information for 
Migrants and Employers in Germany

Report Calls for Liberalization of Labor Mobility  between
European Union and Eastern Partnership Countries

Amelie F. Constant
Ulf Rinne

Labour Market Information 
for Migrants and Employers: 
The Case of Germany

IZA Research Report No. 50 
www.iza.org/link/report50.pdf

Ulf Rinne

Luca Barbone
Martin Kahanec
Klaus F. Zimmermann

Migration from the Eastern 
Partnership Countries to the 
European Union – Option for 
a Better Future

www.iza.org/link/ENPI
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IZA Experts Presented Study on Young and Older Workers 
in the European Parliament
A team of researchers including among 
others Werner Eichhorst and Michael J. Kendzia 
(IZA) and Maarten Gerard (IDEA Consult) 
presented an expert study on “Combining 
the entry of young people in the labor mar-
ket with the retention of older workers” to 
the European Parliament’s Committee on 
Employment and Social Affairs on May 6. 
The session in the European Parliament in 
Brussels was led by committee chairwom-
an Pervenche Berès, MEP.

The study provides an overview of the 
employment situation of young and old 

workers in the EU Member States, setting 
out the most recent developments during 
the crisis and dealing with policies imple-
mented to promote the employment of 
both groups.

The evidence collected shows that there is 
no competition between young and older 
workers on the labor market. During the 
presentation of the study the researchers 
stressed that EU policy-makers should 
aim at supporting structural or general 
policies to enhance the functioning of EU 
labor markets. Kendzia, Berès, Eichhorst, Gerard

Youth Unemployment in France at Record High:
Study Recommends Activation Policies and Dual System of Vocational Training
A French-German team of economists in-
cluding IZA Program Director Pierre Cahuc 
(Ecole Polytechnique), IZA Fellow Stéphane 
Carcillo (University of Paris 1 - Panthéon-
Sorbonne) and IZA Director Klaus F. Zim-
mermann (University of Bonn) presented 
an expert report for the French Council of 
Economic Advisors to French Prime Min-
ister Jean-Marc Ayrault, which outlines ways 
to fight the alarmingly high rate of youth 
unemployment in the EU’s second-largest 
country. The recommendations include the 

implementation of effective activation mea-
sures and a dual system of vocational train-
ing as is successfully practiced in Germany.

In France, currently about 1.9 million 
young people under the age of 30 are not 
in employment, education or training. This 
corresponds to an average rate of 17 per-
cent over the past decade. Within the EU, 
only the crisis countries of Southern Eu-
rope (Italy, Spain and Greece) fare worse in 
terms of youth unemployment. The future 

prospects of French youth are increasing-
ly dire: Half of the unemployed no longer 
even actively search for a job, according to 
the report. “This is a socially explosive situ-
ation. Politicians must act now to avert a 
lost generation,” warns Zimmermann.

 www.iza.org/files/emploi_jeunes.pdf
(official French version)

 http://ftp.iza.org/pp64.pdf
(official English translation)

IZA Research on Labor Market Aspects of EU Migration Presented  
at European Economic and Social Committee
IZA Director of Research Corrado Giulietti 
was invited to speak at the conference “Im-
migration – a source of wealth and duties 
for Europe”, an event co-organized in Brus-
sels on March 15 by the European Econom-
ic and Social Committee, the Council of 
Europe, and the French Economic, Social 
and Environmental Council.

The conference featured two thematic 
sessions on the role of immigration for 
the European economy and on issues re-
lated to immigration and human rights, 
as well as an expert panel discussing risks 
and opportunities of immigration. In the 
panel discussion, Giulietti presented the 

empirical results from recent IZA projects, 
including the Study on Active Inclusion of 
Migrants (available as IZA Research Re-
port No. 43). He outlined two key f ind-
ings: f irst, migrants 
in general exhibit 
lower rates of welfare 
receipt than natives, 
and second, there is 
no evidence that un-
employment benef it 
spending inf luences 
immigration f lows to 
the EU. Giulietti also 
stressed the need 
to understand how 

immigration can alleviate key problems 
of the European labor market, such as 
growing skill shortages and demographic 
change.

IZA Signs Collaboration Agreement with Temple University 
In February 2013, IZA Director Klaus F. 
Zimmermann signed a Memorandum of 
Understanding about future collabo-
ration between IZA and Temple Uni-

versity in research and education together 
with the Chairman of the Economics De-
partment at Temple University, IZA Fellow 
Michael L. Bognanno, and the Dean of the 

College of Liberal Arts at Temple Univer-
sity, Teresa Scott Soufas. The agreement 
includes the regular exchange of research-
ers and Ph.D. students.

IZA STUDIES
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Kuznets Prize Winners Honored at  
ESPE Meeting in Aarhus
Richard W. Evans (Brigham Young Univer-
sity), Yingyao Hu (Johns Hopkins Univer-
sity) and Zhong Zhao (Renmin University of 
China and IZA) received the 6th Kuznets 
Prize for their paper “The fertility effect of 
catastrophe: US hurricane births”, which 
was selected as the best published article 
in the Journal of Population Economics 
during the period 2010-2012.

The Prize, named after the famous popu-
lation economist Simon Kuznets, was 

awarded by the journal’s 
Editor-in-Chief, IZA Di-
rector Klaus F. Zimmer-
mann, during the 2013 
annual conference of 
the European Society of 
Population Economics 
(ESPE) in Aarhus, Den-
mark. The award-win-
ning paper originally ap-
peared as IZA Discussion 
Paper No. 2975. Zhong Zhao, Richard W. Evans, Klaus F. Zimmermann

Daniel S. Hamermesh Received Mincer Award 
of the Society of Labor Economists (SOLE)
During this year’s annual meeting of the 
Society of Labor Economists (SOLE) in 
Boston, IZA Research Fellow Daniel S. Ha-
mermesh (University of Texas at Austin and 
Royal Holloway University of London) 
received the prestigious Mincer Award, 
which honors a lifetime of contributions 
to the f ield of labor economics.

Daniel Hamermesh has been closely af-
f iliated with IZA since its foundation in 
1998 and has contributed a great deal to 
the institute’s success. He coordinated 
IZA’s research activities on The Future of 
Labor as Program Director for a decade 
before serving as Director of Research 

for two years. He has organized numer-
ous conferences and workshops, above 
all the highly successful IZA/SOLE Trans-
atlantic Meetings. Over the past years he 
has continued to spend extended periods 
at IZA as a Visiting Research Fellow.

Hamermesh specializes in labor demand, 
social programs, academic labor markets 
and unusual applications in everyday life. 
Most recently he has focused his research 
on the economic benefits of beauty. His 
book “Beauty Pays” demonstrates how so-
ciety favors the beautiful – and how better-
looking people experience higher salaries 
and benefits in all aspects of life. Hamer-

mesh teaches 
theory in a way 
that makes 
economics use-
ful in everyday 
life.

He applies eco-
nomic princi-
ples to various 
topics in his 
numerous con-
tributions to 
the Freakonomics blog and the IZA News-
room (see bottom of next page).

Daniel S. Hamermesh

JKP’s “Experience from the Field” (EFF) 
Contest. EFF showcases projects aimed at 
creating jobs and improving employment 

opportunities. The contest 
entries feed into a search-
able database, encouraging 
an active exchange of ideas. 
The $5,000 award funded 
by IZA is being granted in 
three categories: “Most 
Promising Approach,” 
“Most Recommended 
(Most Popular) Project,” 
and “Best Addresses Po-
litical Economy and Imple-
mentation Challenges.” The 
picture shows Zimmermann 
and Jaime Saavedra (Act-
ing Vice President, PREM, 
World Bank) with the win-
ners of the f irst category.

During an awards ceremony and lunch, 
IZA Director Klaus F. Zimmermann (Univer-
sity of Bonn) honored the winners of the 

IZA Director Zimmermann Presented “Experience from the Field” Awards 
at World Bank in Washington, DC
On May 20, the World Bank held its 
“Jobs and Shared Prosperity Day”, or-
ganized by the Jobs Knowledge Platform 
(JKP) to which IZA contrib-
utes. The Bank-wide event 
brought together develop-
ment practitioners and re-
searchers working across 
different approaches, sec-
tors and disciplines to ex-
change insights, and learn 
from one another. The day 
consisted of a high-level 
debate on jobs and shared 
prosperity, as well as par-
allel sessions on crucial is-
sues such as youth employ-
ment, jobs and the crisis, 
enterprise dynamics, jobs 
and rights, skills, job qual-
ity, and gender.

EFF Award Ceremony at the World Bank

IZA SHORT NEWS
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In addition to IZA Director Klaus F. Zimmer-
mann and Werner Eichhorst, Deputy Director 
of Labor Policy, recent contributors to the 
opinion section of IZA Newsroom include 
David G. Blanchflower (Dartmouth College), 
Rajeev Dehejia (New York University), Daniel 
S. Hamermesh (University of Texas at Aus-
tin; Royal Holloway, University of London), 
Robert I. Lerman (American University; Ur-
ban Institute), and Eswar Prasad (Cornell 
University).

Visit IZA Newsroom and subscribe at:

 http://newsroom.iza.org

To meet the growing demand for up-to-
date research in a non-scientif ic format, 
IZA has created a new online platform: 
IZA Newsroom. The site aims at providing 
scientif ically founded yet highly readable 
and easily digestible information for the 
media and the general public. It contains 
short summaries of recent research papers 
published in the IZA series, opinion pieces 
written by IZA network members on hot 
topics in labor economics, and other rel-
evant news items. Interested readers can 
subscribe to regular e-mail alerts or fol-
low IZA on Twitter and other social media 
channels.

IZA Newsroom:  
Online Resource for Research and Opinion on Labor Topics

Mark Hoekstra, Scott Carrell, Klaus F. Zimmermann

At the traditional IZA reception during the 
Annual Meeting of the Allied Social Sci-
ence Associations (ASSA), held in San Di-
ego this year, IZA Director Klaus F. Zimmer-
mann presented the 7th IZA Young Labor 
Economist Award to Scott Carrell (Univer-
sity of California, Davis) and Mark Hoekstra 
(Texas A&M University) for their article 
“Externalities in the Classroom: How Chil-
dren Exposed to Domestic Violence Affect 

IZA Young Labor Economist Award Presented in San Diego
Everyone’s Kids” (American Economic 
Journal: Applied Economics, 2010).

The award-winning paper studies whether 
children from troubled families gener-
ate negative spillovers on the educational 
achievements of their peers. The authors 
constructed a unique dataset in which 
children’s school records are matched to 
domestic violence cases from court re-

cords in a Florida county. 
They f ind that about 5% 
of the children in their 
sample are exposed to 
domestic violence. This 
implies that about 70% 
of the classes have at 
least one kid that has 
been exposed to domes-
tic violence. The aca-
demic records show that 
children from troubled 
homes not only have low-
er test scores themselves, 
but they also decrease 

the performance of their peers. There is a 
statistically signif icant reduction in math 
and reading test scores and a signif icant 
increase in misbehavior at school, relative 
to classes without troubled children. Trou-
bled boys and children from low-income 
families are the main drivers of these nega-
tive spillovers: Adding one more troubled 
boy to a classroom of 20 students increas-
es the number of disciplinary infractions 
committed by other boys by 40 percent. 
These f indings have important implica-
tions for education policy. They provide 
clean and strong evidence of the “bad 
apple” effect. The paper also shows that 
addressing family violence has a double 
dividend – while improving the life of the 
most troubled students, it can also posi-
tively affect these children’s peers.

More about the IZA Young Labor Econo-
mist Award:

 www.iza.org/ylea

Research in Labor Economics: 35th Anniversary Edition
The Research in Labor Economics (RLE) 
series, co-edited by IZA since 2007, cel-
ebrates its 35th anniversary with a retro-
spective edition containing 20 of the most 
influential RLE articles along with new in-
troductory prefatory updates. Written by 
the original authors, these new prefaces 
emphasize recent developments that each 
article might have inspired, and they also 
discuss remaining unanswered questions. 
Solomon Polachek, who has edited the series 
since 1995, presented the anniversary vol-
ume at the IZA reception in San Diego (see 
article above).

Since its inception in 1977, the RLE series 
has published over 350 articles encom-
passing a wide range of themes in labor 
economics, such as labor supply, work ef-
fort, schooling, on-the-job training, earn-
ings distribution, discrimination, migra-
tion, and the effects of government policies 
on worker well-being. It aims to apply eco-
nomic theory and econometrics to analyze 
important policy-related questions, often 
with an international focus.

More information: 
 http://rle.iza.org 

Solomon Polachek

IZA SHORT NEWS
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projects and policy-oriented events includ-
ing the IZA/OECD Employment Seminar 
and, most recently, the IZA/OECD/World 
Bank Conference on Safety Nets and Ben-
efit Dependence. “I very much look for-
ward to continuing the close and effective 
collaboration between my department and 
IZA and hopefully foster it even further,” 
said Scarpetta. He will also be responsi-
ble for coordinating the OECD’s work on 
health issues and international migration.

Hilmar Schneider is a highly renowned re-
searcher with an extraordinary talent for 
translating scientif ic f indings into plain 
language and practical policy advice. IZA 
Director Klaus F. Zimmermann (University of 
Bonn) sees Schneider’s new appointment 
as underscoring IZA’s success story: “At 
IZA we are constantly organizing various 
scientif ic processes in a way to achieve 
top results. Hilmar Schneider is an excel-
lent scholar who thinks in interdisciplin-
ary terms and has a very good sense of 
relevant topics. We wish him the best of 
success for his challenging new task.”

gram Director for Migration. In October 
2011 he became Deputy Director of Re-
search. His research interests are labor 
economics and applied econometrics, 
with a focus on the determinants of mi-
gration, the labor market and welfare ef-
fects of migration, the assimilation of im-
migrants, and the estimation of migration 
f lows.

IZA Research Associate Nico Pestel was ap-
pointed Deputy Program Director for IZA’s 
newly established research program on 
“Environment and Employment” (see IZA  
Compact, September 2012). Pestel joined 
IZA as a Resident Research Affiliate un-
der the IZA Scholarship Program in 2009 
and received his Ph.D. from the University 
of Cologne in 2013. His main research in-
terests are in the f ields of labor economics 
and empirical public economics. In par-
ticular, he is interested in the relationship 
between demographic and social change 
and economic inequality.

Stefano Scarpetta, IZA Program Director 
for Employment and Development, has 
been appointed as the new OECD Direc-
tor for Employment, Labour and Social 
Affairs, the highest ranked position for 
a labor economist at the OECD. He suc-
ceeds IZA Research Fellow John P. Martin 
who is retiring.

IZA maintains close ties with the OECD, 
which have led to a number joint research 

In April 2013, Hilmar Schneider took up his 
new position as Director of the Centre 
d’Études de Populations, de Pauvreté et 
de Politiques Socio-Economiques (CEPS/
INSTEAD) in Luxembourg. For more than 
a decade, Schneider has shaped IZA’s 
policy-related activities as Director of 
Labor Policy, regularly appearing in the 
media. He is responsible for numerous 
studies on the effectiveness of labor mar-
ket policy instruments, the impact of the 
tax and transfer system on labor supply 
behavior, and the consequences of de-
mographic change for the labor market.  

After Andrew J. Oswald, who served as IZA 
Director of Research for two years, re-
turned to the University of Warwick, Cor-
rado Giulietti has succeeded him in this im-
portant position. Holding a Ph.D. from 
the University of Southampton, Giulietti 
joined IZA as a Research Associate in 
March 2010. From September 2010 until 
February 2013 he served as Deputy Pro-

Ulf Rinne, IZA Senior Research Associate 
and Personal Advisor to the Director, 
now also serves as Deputy Director of Re-
search.  He came to IZA in August 2005 as 
a Resident Research Aff iliate and received 
his Ph.D. from the Free University of Ber-
lin in 2009. His research interests are in 
the f ields of empirical labor economics 
and applied microeconometrics. He is 
particularly interested in the evaluation 
of labor market policies, topics in migra-
tion and immigrants’ assimilation, educa-
tion and human capital investments, and 
discrimination.

Stefano Scarpetta Now OECD Director for Employment, Labour and Social Affairs

Hilmar Schneider Appointed Director of CEPS/INSTEAD in Luxembourg

Corrado Giulietti Succeeds Andrew Oswald as IZA Director of Research

New Deputy Directors at IZA: Ulf Rinne and Nico Pestel

Stefano Scarpetta

Hilmar Schneider

Corrado Giulietti

Nico PestelUlf Rinne
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IZA Journal of European Labor Studies

Raul Eamets

Labour market and labour market policies 
during great recession: the case of Estonia

 www.izajoels.com/content/2/1/4

Jan Bergerhoff, Lex Borghans, Philipp Seegers, 
Tom van Veen

International education and economic 
growth

 www.izajoels.com/content/2/1/3

Mirco Tonin

Underreporting of earnings and the mini-
mum wage spike

 www.izajoels.com/content/2/1/2

One Year after Launch: IZA Journal Series Well on Track
In the summer of 2012, IZA launched its 
open-access IZA Journal Series (see IZA 
Compact, June 2012). Meanwhile, more 
than 80 high-quality articles have been 
published in the series, which consists of 
five journals focusing on different fields of 
labor economics. Some of the articles have 

already recorded more than 3,000 down-
loads, which indicates that there is a clear 
demand for this type of outlet. IZA therefore 
wishes to encourage its Research Fellows 
and Affiliates, as well as other interested la-
bor economists, to consider the series as a 
potential outlet for their research.

The IZA Journal Series is accessible from 
anywhere in the world free of charge at:

 http://journals.iza.org

The following is a selection of the latest pa-
per published in each of the f ive journals:

IZA Journal of Labor Economics

Donal O'Neill, Olive Sweetman

The consequences of measurement error 
when estimating the impact of obesity on 
income

 www.izajole.com/content/2/1/3 

Dan Black, Natalia Kolesnikova, Seth Sanders, 
Lowell Taylor

The role of location in evaluating racial 
wage disparity

 www.izajole.com/content/2/1/2 

Paul Bingley, Ian Walker

The labour supply effects of a partial cash-
out of in-kind transfers to single mothers

 www.izajole.com/content/2/1/1

IZA Journal of Labor Policy

Robert Lerman

Are employability skills learned in U.S. 
youth education and training programs?

 www.izajolp.com/content/2/1/6

Alexander Hijzen, Sebastien Martin

The role of short-time work schemes during 
the global f inancial crisis and early recov-
ery: a cross-country analysis

 www.izajolp.com/content/2/1/5

David Wittenburg, David Mann, Allison Thomp-
kins

The disability system and programs to pro-
mote employment for people with disabilities

 www.izajolp.com/content/2/1/4

IZA Journal of Migration

Adamos Adamou, Christina Drakos, Sriya Iyer

Missing women in the United Kingdom

 www.izajom.com/content/2/1/10

Michel Beine, Khalid Sekkat

Skilled migration and the transfer of insti-
tutional norms

 www.izajom.com/content/2/1/9

Murat Kirdar

Source country characteristics and immi-
grants’ optimal migration duration deci-
sion

 www.izajom.com/content/2/1/8

IZA Journal of Labor & Development

Yuhao Ge, Hartmut Lehmann

The costs of worker displacement in urban 
labor markets of China

 www.izajold.com/content/2/1/4

Nicoletta Berardi

Social Networks and Wages in Senegal's 
Labor Market

 www.izajold.com/content/2/1/3

Marek Góra

Political economy of pension reforms: se-
lected general issues and the Polish pen-
sion reform case

 www.izajold.com/content/2/1/2

IZA JOURNAL SERIES



Institute for the Study of Labor

Editor: 

Managing Editors: 

Address:

Phone:

 Fax:

E-Mail: 

Web:

Graphics/Photographs:

Printing:

Layout: 

Prof. Dr. Klaus F. Zimmermann
Mark Fallak, Holger Hinte
IZA, P.O. Box 7240, 53072 Bonn, Germany
+49 (0) 228 - 38 94 223
+49 (0) 228 - 38 94 510
compact@iza.org  
www.iza.org
IZA
Güll GmbH, Lindau
IZA

I Z A  COMPACT

>> Opinion

Institute for the Study of Labor  |  I Z A COMPACT  |  April / May 200620 Institute for the Study of Labor  |  I Z A COMPACT  |  June 2013

Klaus F. Zimmermann

The Ultimate Resource and its Allocation

Free trade and open labor markets are determinants 
of economic welfare. In his legendary 1981 book, the 
American population economist Julian Simon sug-
gested that human beings are The Ultimate Resource. 
Simon died much too early in 1998, but his vision is 
still alive. Each year IZA’s migration research network 
honors the pioneer of population economics with 
the Julian Simon Lecture, most recently held at the 
10th Annual Migration Meeting in Jerusalem. Indeed, 
in the age of information and knowledge capitalism, 
human capital is the key driver of economic growth, 
and its use can be optimized globally through migra-
tion. Not surprisingly, Julian Simon was also a strong 
proponent of open labor markets. 

A high-profile IZA workshop held in Bonn last month 
discussed the interaction between human capital 
use and labor migration, with a particular focus on 
the mobility of high-skilled workers and ongoing ef-
forts to lift restrictions on labor migration. In a re-
cent article on Open Borders published in the Review 
of Economic Dynamics, IZA Fellow John Kennan uses a 
simple static model of migration costs to show that 
the net gains from lifting mobility restrictions around 
the world would be enormous. China’s strong role 
in the upcoming global market for human capital, 
which will soon challenge the position of the United 
States, is analyzed by a recent study in the Journal of 
Contemporary China, co-authored, among others, by 
IZA Program Director Amelie Constant and myself. 

The recent revival of the vision to create a transat-
lantic economic partnership, which could evolve into 
the world’s largest open economy with a population 
of 800 million people and an economic output of 

around 700 billion euros, has added momentum to 
these considerations. More than 50 years ago, U.S. 
President John F. Kennedy had already envisioned a 
transatlantic partnership of equals. President Obama 
built on this vision during his visit in Germany in June. 
At the same time, concrete negotiations on a U.S.-
European trade agreement f inally got underway. 

Without a doubt, a trade agreement that does not 
just reduce tariffs but also tears down non-tariff trade 
barriers will be an effective program to boost employ-
ment. The main winners of this agreement, though, 
are the consumers. A transatlantic agreement would 
coincide nicely with the series of regional trade agree-
ments in effect after the failure of the Doha Round. 
This sort of competition for the world’s most open 
markets is certainly fruitful.

Unfortunately, the issue of open labor markets is 
missing from the agenda of the transatlantic partner-
ship negotiations. This is a huge mistake. Over the 
long term, human capital is the most important fac-
tor of trade relations. A free transatlantic labor mar-
ket would be an important test run for globally open 
labor markets. The risks would be low, particularly if 
the market were initially opened only to high-skilled 
labor.

However, the ongoing public debate shows that this 
will be politically diff icult to implement. Prejudices in 
favor of protectionism and its alleged benefits are too 
deeply rooted. The same goes for unjustif ied fears of 
job losses due to immigration.


