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Abstract
The main aim of this paper is to investigate the determinants of 
youth labour market performances and their infl uence on the future 
economic and social development of a country. The objectives refer 
to the assessment of demographic and labour market trends for 
young people, the analysis of the factors responsible for increasing 
youth unemployment and for the diff erences between skilled and 
unskilled young people concerning unemployment rates.
To achieve the paper’s objectives several statistical and econometric 
models (descriptive statistics, correlation and regression analysis) 
have been used. The main interest was to look for the key drivers of 
youth labour market sustainable performances.
The degree of originality is given by our choice to analyse youth 
labour market dynamics from an interconnected perspective 
(demographic trends, youth unemployment, education) and to 
apply the model for 10 CEE (Central and Eastern Europe) countries 
(Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, 
Poland, Romania, Slovenia, and Slovakia) in order to compare their 
performances.
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Introduction
In recent years, a large body of research has been dedicated 
to youth labour market problems, especially since the 
global economic crisis has proved once again that young 
people represent a vulnerable category and their increasing 
unemployment can lead to the loss of a generation (International 
Labour Organization, 2010). Specialists of the same institution 
pointed out that long term unemployment can be a real threat 
especially for those young people ‘who lack general or vocational 
education and work experience’, but, at the same time ‘many 
young people employed and overqualifi ed for the job they 
perform’ can become unsatisfi ed and discouraged (Torres and 
Tobin, 2010).
In this respect, the “Youth - Investing and Empowering” EU 
strategy for youth policy for the coming decade (Commission 
of the European Communities, 2009) ‘acknowledged that 
young people are one of the most vulnerable groups in society, 
especially in the current economic and fi nancial crisis, and in 
our ageing society, young people are a precious resource’. Thus, 
according to EUROSTAT, during the last decade, in the EU-27 
youth unemployment rate was almost two times higher than 
the rate for total population and, more than that, after 2008 this 
situation has become common even for euro area (EUROSTAT, 
2011).
Taking into account all these remarks, the interest for this 
topic, shown by the pile of theoretical and empirical studies 
focused on describing and exploring the determinants of youth 
unemployment, is not surprising.
O’Higgins (1997) suggests that among the main causes of youth 
unemployment a key role is played by aggregate demand, while 

Caroleo and Pastore (2007) point out to the youth experience gap 
as one of the main drivers of young people unemployment.
In their paper Regional diff erences in labour market participation of 
young people in the European Union Green et al. (2001) emphasize 
the importance of those factors related to demographic and 
economic context, labour market confi guration, education and 
training system, the role of the state and of the family. In fact, 
these drivers diff er from country to country and the measures 
for reducing youth unemployment depend on the national or 
regional particular conditions.
In this respect, analysing the transition from school to work of 
a cohort of 3000 young Hungarian people, Audas et al. (2005) 
demonstrate that two conditions are of particular importance 
in ensuring successful integration in the labour market: initial 
labour market circumstances (those who have made good 
initial choices are more likely to succeed than those who started 
their careers as unemployed) and academic achievement in a 
selective educational system.
Regarding Bulgaria, Ribarova (2010) points out to three 
categories of factors that have put their mark on the youth 
labour market situation: 1. Education, vocational training and 
qualifi cations; 2. Lack of work experience and misguided career 
choices; 3. The values of the younger generation.
According to Lithuanian Confederation of Industrialists (the 
largest employers’ organization in Lithuania) among the 
reasons for youth unemployment in this country are included: 
the mismatch between the qualifi cation of young people and 
labour market demands, the lack of practical experience and the 
law wages off ered in the labour market (European Commission, 
2010).
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In Czech Republic, even though youth unemployment is higher 
than total unemployment, this fact is considered as being 
a natural feature taking into account the job search process 
particularities of this category of population: lack of work 
experience and past labour market credentials (Münich and 
Jurajda, 2010). Education remains instead for young Czech 
people the key factor of success in fi nding a job on the labour 
market.
Considering the intense debate related to the youth 
unemployment drivers, one should not neglect the problem of 
appropriate skills for the labour market requirements.
The skills theme has been addressed in a holistic manner by 
Elias and McKnight (2001) in the paper Skill measurement in 
offi  cial statistics: recent developments in the UK and the rest of Europe. 
The authors emphasize the direct link between the nature and 
structure of skills and economic and technological evolution. 
Among the criteria that make the diff erence between skilled 
and unskilled people the authors recall education and work 
experience but also the level of the earnings.
Other researches were focused on the relationship between 
educational mismatches and skills mismatches. Allen and Van 
der Velden (2001) point out to the idea that not only higher 
education raises productivity, but also the match between 
job characteristics and educational level, while Allen and de 
Weert (2007) considere over-education, overutilisation and 
underutilisation as main consequences of the mismatch between 
the required and available skills.
In this context, the aim of this paper is to analyze the main 
factors responsible for increasing youth unemployment in 10 
new member states and for the diff erences between skilled 
and unskilled young people concerning unemployment rates. 

The next section focuses on diff erences and changes in youth 
unemployment rates across the 10 emerging countries.
Section 3 is dedicated to the econometric approach by which we 
study the impact of determinant factors on youth unemployment. 
Section 4 is devoted to the discussions of model results. Main 
conclusions are subject to section 5.

Material and Methods

Descriptive empirical evidence
In all European countries, young people have become a 
vulnerable category and their situation on the labour market 
has worsened with the global economic crisis.
In some of the 10 analyzed countries, even though during last 
decade youth unemployment rates have signifi cantly decreased 
(Bulgaria, Poland, Slovenia), they remain more than double 
compared to the unemployment rates of people aged 25-64 
years (Fig. 1 and 2).
In Estonia, Hungary, Latvia, Lithuania, Romania, unemployment 
rate among young people increased in 2009 compared to 2000 
and in 2009 was three times higher than adults’ unemployment 
rate (Fig. 1 and 2).
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Fig. 1: Youth unemployment rates (YUR) (%) 
Fig. 2: Unemployment rates by age groups (%)

Source: EUROSTAT 2011, General and regional statistics
Though, more interesting to study are diff erences between 
countries related to unemployment rates for skilled and 
unskilled young people (In this paper, skilled are considered 
those people aged 15-24 years who completed at least upper 
secondary and post-secondary non-tertiary education - levels 
3-4 (ISCED 1997), while unskilled are those who completed 
preprimary, primary and lower secondary education - levels 
0-2 (ISCED 1997)).In this respect, a special case is represented 
by Slovakia that, according to EUROSTAT data, experience the 
highest unemployment rates for young people with the lowest 
education level (64.6% in 2009, a decrease by 16% compared to 
2000) (Fig. 3).
At the opposite pole we can fi nd Romania and Slovenia, with 
the lowest unemployment rates among unskilled young people 
(19.4%, respectively 18.9% in 2009) (Fig. 3).
In Romania’s case, diff erences between unskilled and skilled 
young people unemployment rates are very small: 19.4 compared 
to 20.9, in 2009, while for all the other countries young educated 
people have more chances to fi nd a job on the labour market 
(Fig.3 and 4).

Fig. 3: YUR - unskilled (%)              Fig. 4: YUR - skilled (%)

Source: EUROSTAT 2011, General and regional statistics
Even though the sample analysed contains 10 new EU member 
states with almost similar economic and social features, 
as is confi rmed by the box-plots in Fig. 5, the diff erences 
between performers and those with poor performances 
remain high, especially when assessed in terms of unskilled 
youth unemployment. Moreover, if in terms of skilled youth 
unemployment rate last years have shown a decreasing 
tendency of these diff erences, regarding unskilled young 
people unemployment the diff erence between the smallest and 
the highest rate remained almost the same during 1999-2008. 
In 2008, skilled youth unemployment rates ranged from 7.1% 
(in Czech Republic) to 17.5% (in Romania), while the diff erence 
between the lowest unemployment rate for unskilled people 
(10.9% in Slovenia) and the highest (62.5% in Slovakia) was 
of 51.6 percentage points, a decrease by 1.4 percentage points 
compared to previous year.
The same reality is emphasized by the k-density graphs, namely, 
the tendency of polarization and formation of two groups of 
performers, more obvious in terms of unemployment rates for 
young unskilled people (Fig. 5).
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Fig. 5: Box plots and k-density estimates of unemployment rates for 
skilled and unskilled young people in 10 new EU member states

Source: EUROSTAT, 2011; own calculations
When assessed from a temporal perspective, graphs show that 
examined phenomena are persistent over time even though 
Spearman coeffi  cients are in some cases very low (Fig. 6). 
Spearman’s rank correlation coeffi  cient: 

 , where di are diff erences between the ranks of each 
observation of the variables x and y .

In this sense, the rank correlation coeffi  cient recorded for 
unskilled youth unemployment rate (S=0.539), means that, on 
the whole, most of the countries kept in 2008 their positions 
from 1999. Among them, in 2008, only Poland, Slovenia and 
Bulgaria improved their performances, going up four or three 
places, while Hungary felt six positions.

With respect to unemployment rate for skilled young 
people, countries changed their positions, in some cases 
quite signifi cantly: Hungary and Romania (worsened their 
performances), Bulgaria, Latvia and Slovakia (improved their 
positions).

Fig. 6: Ranking of unemployment rates for skilled and unskilled 
young people in 10 new EU member states

Source: EUROSTAT, 2011; own calculations
Regarding the positioning of countries according to GDP per 
capita and youth unemployment,two diff erent situations can be 
distinguished (Fig. 7):

Top ranked countries in terms of GDP per capita (Czech • 
Republic, Slovakia, Estonia), except Slovenia do not 
experience the same situation as regards unemployment 
among young unskilled people. Rank correlation coeffi  cient 
has a negative value: S=-0.385. 
Instead, countries economic results (high GDP per • 
capita) seem to be directly correlated with labour market 
performances concerning skilled youth employment (low 
skilled youth unemployment rate).
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Fig. 7: Ranking of unemployment rates for skilled and unskilled 
young people in 10 new EU member states

Source: EUROSTAT, 2011; own calculations

Variables and models
In the literature existing on the determinants of youth labour 
market performances, demographic, structural, institutional 
and cyclical factors emerge as the most signifi cant.
To achieve the paper’s objectives i.e. to study the determinants 
of youth unemployment and assess their impact an econometric 
model based on combining statistical and econometric methods 
(descriptive statistics, correlation and regression analysis) is 
designed. This is one of the best ways to capture the infl uence 
of determinant factors and to decide which labour market 
policy measures are more appropriate for a specifi c group of 
countries.
So, looking to create a general overview of the factors 
determining youth unemployment an econometric analysis 
based on panel data for the 10 new states that recently joined 
the EU was preferred. The period under analysis was 1999-2008 
for which data were available for all eleven variables and 10 
countries taken into account.

The nine factors representing the independent variables have 
been grouped in four categories: demographic factors (female 
share, part time employment), structural factors (employment 
in agriculture, industry and services), institutional factors 
(monthly minimum wages, tax wedge on labour cost, 
unemployment benefi ts) and cyclical ones (GDP per capita), 
while the dependent variable is in turn unemployment rate for 
unskilled young people (defi ned as people aged 15-24 which 
have att ained only pre-primary, primary and lower secondary 
education) and unemployment rate for skilled young people 
(defi ned as people aged 15-24 which have upper secondary and 
post-secondary non-tertiary education).
The econometric model has the following form:

(1)

where Xit is demographic factor: young female share in total 
population at time t for country i (%), the share of part time 
youth employment (%), Zit Z structural factors: employment 
in agriculture, industry respectively services (% of total 
employment), it W institutional factors: monthly minimum 
wages (EURO PPP), tax wedge on labour costs (% of the total 
labour costs of the earner), unemployment benefi ts (% of GDP), 
GDPit is GDP per capita (PPP, constant 2005 international $). 
For all variables, except the share of part time youth employment 
and institutional factors for which the source of data has been 
EUROSTAT, data series have been extracted from World Bank 
DataBank.
In general, it is expected that the four categories of factors selected 
to have a diff erentiated infl uence on youth unemployment 
(Dimian, 2010):
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Demographic factors•  (young female and part time youth 
employment shares) tend to have an eff ect of increasing the 
effi  ciency of the labour market functioning, considering the 
willingness of these groups to accept other types of jobs 
(e.g. part-time or contacts on determined period). At the 
same time, part time employment is often seen as a factor 
which contributes to reducing unemployment, especially 
for vulnerable persons.
Structural factors•  impact on labour market performances 
diff ers according to the share of each type of activity. If 
agriculture is considered by many authors (e.g. Perugini 
and Signorelli, 2010) a ‘buff er against unemployment’ 
for the most vulnerable groups of people, top industries 
require in most cases skilled and experience work force.
 Institutional factors•  proved to have a signifi cant infl uence on 
unemployment. Monthly minimum wages, unemployment 
benefi ts and tax wedge on labour costs tend to contribute 
to the increase in unemployment, the latt er, for example, by 
lowering the net pays.
In times of economic boom, • business cycle factor (GDP per 
capita) is expected to reduce labour market imbalances 
conducting to unemployment decrease as economy is at a 
point when can sustain job creation.

Results
Before estimating model’s coeffi  cients we run a correlation 
analysis and computed variance infl ation factor (VIF) in order 
to test for the existence of multicollinearity. 
VIF= 1/(1- R2

j), shows how the variance of en estimator is infl ated 
by the presence of multicollinearity.When R2

j approaches 1 
(perfect collinearity), VIF approaches infi nity. The inverse of the 

VIF is called tolerance and approaches 1 when is no collinearity 
(Gujarati, 2004).
The results show that there is multicollinearity in some variables’ 
case (between structural factors, respectively GDP per capita 
and monthly minimum wages) (Tab.1).

Tab. 1: Multicollinearity analysis results
In order to tackle this problem we run factor analysis so that 
the three structural variables to be reduce to a single one (Tab. 
2) and eliminated the variable monthly minimum wages that 
proved to be correlated with GDP per capita.
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Tab. 2: Component Matrix (Extraction Method: Principal 
Component Analysis, 1 component extracted)

The results of regression analysis for the two categories of young 
unemployed people are presented in Tab. 3.

Regression coeffi  cients: *** signifi cantly diff erent from zero at the 0.01 level of 
signifi cance (standard errors are in brackets)

Tab.3: Panel country analysis

Discussion
Regression outcomes prove that selected variables (available 
for all the countries) explain only a part of the variation in 
youth unemployment rates. It means that other important 
determinants of youth unemployment remained to be explored. 
This is the case for factors such as: labour market regulation, 
active labour market policies or youth labour mobility and level 
of education.
In addition, not all the factors have been shown to have a 
signifi cant impact on unemployment. For both dependent 
variables (youth unemployment for unskilled people and youth 
unemployment for skilled people) the signifi cant factors are: 
lagged youth unemployment rate and GDP per capita. Youth 
unemployment for unskilled people proved to be also related 
to: structural factor and female share, but not to unemployment 
benefi ts. Youth unemployment for skilled people seemed to be 
signifi cantly infl uenced by institutional factors: unemployment 
benefi ts and tax wedge on labour costs.
The results obtained for the variables included in the model are 
consistent with other empirical studies on this topic.
As expected, regression coeffi  cients show that youth 
unemployment is negatively related to GDP per capita and 
positively with lagged unemployment rate. For example, if GDP 
per capita goes up by 1 percent, on average, youth unemployment 
rate goes down by about 0.3 percent for unskilled people and 
0.1 percent in the skilled people case.
Still, it is interesting that for unskilled people this negative 
relationship exists even related to employment in agriculture: 
countries with a high share of people employed in primary 
sector seem to have lower youth unemployment rates. The 
regression coeffi  cient obtained for this group of people indicates 
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that young unskilled people are more expected to be employed 
in the primary sector. This result was already explained in 
the literature by “the role of agriculture as a buff er against 
unemployment by providing some employment, food and 
income to the most vulnerable groups in society” (Perugini and 
Signorelli, 2010).
The other factor with signifi cant infl uence on youth 
unemployment for unskilled peopleproved to be young female 
share in total population. Regression coeffi  cient is signifi cantly 
diff erent from zero at the 0.01 level of signifi cance and indicates 
that if young female share in total population increases by 1 
percent, on average, unskilled unemployment rate increases 
by 5.1 percents. This factor seems to have a negative impact on 
unemployment even though the inverse linkage would have 
been expected.
The explanation of this result can be related to the fact that female 
role in reducing unemployment is not always possible because 
it depends on the level of education and the particularities of 
each labour market.
Institutional factors proved to have a signifi cant impact on skilled 
unemployment rate. For example, if unemployment benefi ts 
are increased youth unemployment among skilled people also 
raises. This situation specifi c only in skilled young people case 
can be explain by the fact that, in many cases, educated youth 
prefers unemployment benefi t instead of an inappropriate job 
and a low salary.

Conclusions
The aim of this paper was to analyze the main factors responsible 
for increasing youth unemployment in 10 new member states 
and for the diff erences between skilled and unskilled young 
people concerning unemployment rates. In the fi rst part we 
provided some theoretical background related to the most 
important drivers of youth unemployment, how they infl uence 
labour market performances and what is the role of education 
in this framework.
The basic descriptive statistics show that in all 10 analysed 
countries youth unemployment has remained very high 
during the last decade, being more than double compared to 
unemployment rates of people aged 24-64 years. Signifi cant 
diff erences between countries exist in terms of unemployment 
rates for people with low and high level of education. In 
addition, youth unemployment is a persistent phenomenon 
over time, especially for unskilled young people. So, even in 
times of economic boom, for this category fi nding a proper job 
is a more diffi  cult task than for those more qualifi ed.
Unskilled and skilled youth unemployment rate determinants 
are then studied using panel data for the period 1999-2008 and 
Regression Model. Only a few of the youth unemployment  
eterminants factors proved to have a signifi cant infl uence. 
Among them, factor 1 (negatively correlated with employment 
in agriculture) seems to have an important impact only on 
young people with low level of education. Primary sector is 
often considered a buff er against unemployment, especially for 
vulnerable categories.
As for the variables related to institutional and policy sett ings, 
they didn’t emerge signifi cant than in the case of skilled young 
people. One explanation of this result may be the fact that active 
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or passive labour market policies, especially focused to solve 
unskilled youth unemployed problems, are not in many cases 
available. But, as Bell and Blanchfl ower (2010), in their paper 
Youth Unemployment: Déjà Vu? emphasize: “there is a strong 
case for policy intervention now to address the diffi  culties that 
the current cohort is having in fi nding access to work”.
In this respect, it is widely recognized that facing recent economic 
downturn consequences involves more than ever investments 
in skills. This process has become more complicated nowadays 
when companies are looking not only for knowledge and skills 
but also for aptitudes to apply them eff ectively (Frey et. al 
2009).
Thus, a step forward in the research of the youth unemployment 
theme can be made by applying new modelling techniques in 
order to analyze the eff ectiveness of labour market policies. 
One of them is Data Envelopment Analysis, which may be used 
for effi  ciency and performances evaluation of decision making 
units (Jablonsky and Dlouhy, 2010).
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