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Introduction ︎

•  Varied youth unemployment experience of OECD 
countries ︎

•  Over the period 1995-97 to 2005-07 Italy and Spain 
had higher than average YU rates, but also the greatest 
decline over the decade. ︎

•  Britain had lower than average YU rates but higher than 
average increases. ︎

•  Level and amplitude of the YU rate exceeds that for 
adults. ︎
–   In 2008, the youth-adult unemployment ratio was 2.8 for 

the OECD area. ︎



Motivation ︎
•  High rates of YU major policy concern because of long-

term damaging effects, or scarring effects, such as ︎
–  higher likelihood of repeat unemployment ︎
–  lower future earnings and ︎
–  possible detachment from the labour market. ︎

•  Gregg (2001): for the UK 3 additional months of U 
before age 23 leads to 2 extra months of U or 
inactivity between ages 28 and 33. ︎

•  De Fraja et al. (2017): U shocks during the ages of 
18-20 cause a permanent income loss of 2% with some 
differences for men and women. ︎



Motivation ︎

•  Great interest in the numbers of young people who are 
neither employed, in education or in training (NEET). ︎

•  This group comprises the unemployed but also the 
economically (and educationally) inactive︎
–  hence an agreed definition has proved elusive (Maguire, 

2015). ︎

•  Since NEET do not engage in any form of meaningful 
human capital accumulation, it is likely that the scarring 
effects, referred to above, will be at least as great or 
greater for them.  ︎



Our work︎
•  Few studies investigate spatial variations in YU within 

countries ︎
•  no studies that analyse the effect of spatial clustering 

on YU and NEET rates. ︎
•  Aim of our work: to fill this gap in the literature, 

identifying the determinants of variations in YU and 
NEET rates ︎
–  between regions within countries︎

•  Indeed, unemployed and inactive tend to be concentrated in 
particular regions and sub-regions︎

•  disparities btw regions greater than either disparities between 
countries︎

–  and over time within countries︎
–  in order to gain a better understanding of potential causal 

mechanisms. ︎



Choice	of	countries	

•  Well known persistence of regional disparities in adult U 
rates in the three EU countries (Taylor and Bradley, 
1996; Bande et al. 2007 and 2014; Zeilstra and 
Elhorst, 2014). ︎

•  Scarpetta et al (2010): Italy, Spain and UK clustered at 
the upper end of the OECD league table for the 
percentage of youths inactive and NEET, exceeded only 
by Turkey and Mexico. ︎

•  Moller, 2017: in 2014 and 2015 two Spanish regions 
(Castilla-La Mancha and Andalucia) and one Italian region 
(Calabria) had YU rates in excess of 60%. ︎



Main	Findings	

•  Several common factors which increase YU and NEET 
rates, especially in Spain and the UK. ︎
–  all age regional YU rates tend to rise when adult U  

increases, and this group is more sensitive to aggregate 
labour market conditions than the teenage group. ︎

–  a larger % of immigrants in a region increases YU rates in 
the UK and Spain, especially for teenagers. ︎

–  Industry mix and the % of SMEs in a region reduce YU rates, 
reflecting demand-side effects. ︎

–  UK and Spain have positive spill over effect between regional 
YU rates, whereas in the case of Italy the effect is negative. ︎



Literature	Review	
Equilibrium approach includes among the causes of spatial 
disparities in U rate︎
•   demographic factors︎

•  e.g. proportion of youths or females in the labour force︎

•  industry mix ︎
•  stock of human capital ︎
Regions have different underlying mean unemployment rates ︎
•  asymmetric shocks move away from these mean values but 

eventually regions converge back. ︎
If the equilibrium is not achieved is due to supply-side factors︎
•  role of unions, benefit systems and worker preferences for 

local amenities and climate. ︎



•  Disequilibrium approach suggests that regional 
disparities in unemployment persist because of weak 
labour market adjustment mechanisms. ︎

•  In the EU context, low geographical mobility and real 
wage rigidities are often blamed for this ︎
è unemployment disparities are history dependent. ︎



•  Ammermuller et al (2010) show for Italy that labour 
market attachment varies spatially within Italy︎
–  females in the south are less attached than males, 

possibly due to the lack of job opportunities ︎

– workers at the lower end of the wage distribution, such 
as youths, more likely to leave the LM and become 
inactive rather than accepting lower wages. ︎



•  Lopez-Bazo and Artis (2005) find that equilibrium 
factors drive regional unemployment rates in Spain ︎
–  In particular, the unequal distribution of amenities. ︎
︎

•  Green and Livanos (2013) analyse the increase in part 
time and/or temporary employment pre- and post-Great 
Recession for UK regions︎
–  with the largest increases observed in regions of the North 

and Northern Ireland. ︎
–  Young people and females who take these types of job have 

a higher risk of unemployment and NEET. ︎



•  YU rate is more pro-cyclical than the adult 
unemployment rate and youths suffer more during 
recessions. ︎

•  Marelli and Signorelli (2014) show that NEET rates are 
persistent ︎
–  falling as regional economies grow ︎
–  but less persistent during the crisis period. ︎

•  Differences in the pro-cyclicality reflect demand shocks 
and differences in firms responses︎
–  by cutting recruitment, especially in branch plants, and/or 

adopting last-in-first-out redundancy policies, ︎
–  both of which disproportionately affect younger workers. ︎



•  Young people also tend to concentrate in certain 
cyclically sensitive industries ︎
– are more likely to be in non-standard employment︎

︎

•  Perugini and Signorelli (2010) find for western 
regions of the EU that ︎
– higher shares of primary and construction industry do 

not have a statistically significant effect on regional YU ︎

– whereas a higher share of manufacturing industry 
reduces YU.  ︎



Less educated and less skilled youths will face a higher risk of 
unemployment. ︎
OECD Jobs for Youth review identified two groups ︎

1.  “youth left behind” : lack qualifications, come from an 
immigrant or minority background and live in disadvantaged 
backgrounds. ︎
•  proxied by the number of young people in NEET ︎

2.  “poorly-integrated new entrants” : move between 
unemployment, inactivity and temporary work ︎
•  and may have some qualifications and work experience. ︎

•  In countries with a strong apprenticeship system and/or a 
less regulated labour market (e.g. UK) ︎
–  Young people perform better ︎
–  In Spain and Italy instead difference in U rates between those 

young people with tertiary and lower secondary education is 
more compressed and graduate unemployment rates higher. ︎



Data	

•  We use individual level Labour Force Survey (LFS) 
data︎
– collected quarterly, for Italy, Spain and the UK.  ︎

•  Each of these datasets contains random samples of the 
workforce over 5 consecutive quarters ︎

   (80,000-120,000 obs per period) . ︎

–  for the time-period 1993-2011, ︎

– which we aggregate to the regional level for each country. ︎

– We consider the youth (all age) 16-24 age group, and the 
teenage group (aged 16-19) ︎



Definition of NEET ︎

•  We regard them as the unemployed plus the so-called 
economically inactive: ︎
–  Spain: young people potentially active, including those not 

motivated, but excluding students, retired or pre-retired, 
housewives or disabled individuals who are not available for work. ︎

–  Italy: young people looking for their first job, out of labour force 
but looking for a job, out of labour force not looking for a job but 
available to work, and those out of the labour force but not 
currently available to work. ︎

–  UK : young people economically inactive but looking for, or willing, 
to work excluding the retired and those individuals who are looked 
after and/or injured. ︎













EMPIRICAL FRAMEWORK ︎

•  Our econometric strategy has two parts. ︎
1.  OLS model for each country with FE︎

–  where Uith youth unemployment rate of region i in year t in 
country h, ︎

–  Ua
th   the national adult unemployment rate for country h, 

at time t. ︎
–  X   variables that capture equilibrium determinants of 

regional youth unemployment rates ︎
–  μih region specific fixed effects ︎
–  τt are time dummies for each quarter ︎

	



•  The second econometric strategy is based on the 
estimation of a spatial autoregressive panel model 
(Anselin, 2008) ︎

– Where WU-i,th weighted average unemployment rate of 
the neighboring region j at time t in country h ︎

– ωij are exogenously chosen weights, =1 if regions are 
contiguous ︎

– γ  spatial interdependence in the regional unemployment, ︎
•  reaction of the U rate of a given region to a one per cent 

increase in the average unemployment rate of its neighbours. ︎



Identification		

•  WU-ith is endogenous because unemployment 
interactions are symmetric and simultaneous: ︎
–  the behaviour of each region’s U directly affects that of 

its neighbours and it is similarly affected by their 
behaviour. ︎

– because of trade linkages between industries in spatial 
clusters︎
•  which results in a common response to economic shocks ︎

– and because of competition for jobs, particularly from 
adults, in neighbouring regions. ︎



Instrumental variable approach︎
The endogenous variable WU-ith is instrumented by the weighted 
average of the proportion of young people in the neighboring regions. ︎
︎
Hypothesis: ︎
•  in a given region, the variation in the number of young individuals 

has a direct effect on the unemployment rate of that region ︎
•  but it does not significantly affect the neighbouring regions’ rates 

of unemployment. ︎
•  Young people in region j do not compete for jobs in region i, 

because ︎
–  they are less mobile than their adult counterparts, due to income 

constraints with respect to transportation, ︎
–  because they are less likely to migrate from high unemployment to low 

unemployment regions. ︎
–  Evidence that older youths are more likely to live with parents for 

longer, especially in Italy (around 88 per cent of those aged 16-29) and 
Spain (Billari, 2004; Iacovou, 2001). ︎



Results ︎

We focus on the following effects ︎
•  The effects of the business cycle : national adult 

unemployment rate ︎
•  The effect of competition for jobs : young people face 

competition ︎
–  from married females, more willing over time to take on 

entry level jobs ︎
–  immigrant workers ︎

•  The quality of jobs : % of the regions’ workforce in 
temporary jobs and in part-time jobs︎
–  regarded for young people as more ‘marginal’ jobs in terms 

of the prospects and wages ︎



•  The effect of skills and education : % of youths in 
the workforce with a higher education qualification ︎
– Regions with a greater stock of higher educated workers 

should have lower rates of youth unemployment and 
NEET.  ︎

•  The effect of industry mix and labour demand : % of 
regional employment in manufacturing and 
construction industry and SME. ︎
–  to capture the availability of jobs that have typically 

been entered by young people. ︎

•  The effect of youth labour supply :  % of youths in 
the working age population. ︎















CONCLUSIONS ︎

•  There are a number of common factors which increase youth unemployment 
and NEET rates, especially in the cases of Spain and the UK. ︎

•  More muted effect on NEET rate︎
–  expected, given the higher proportion of discouraged workers in this group. ︎

•  Evidence for the UK and Spain of positive spill over effect between regional 
YU, negative for Italy. ︎

︎
•  Providing structured work experience and training to reconnect young people 

in NEET is a priority ︎
–  otherwise risk of developing clusters of permanently excluded groups in society.  ︎

•  Governments at all levels should seek to influence the demand side of their 
regional economies. ︎

•  Attracting inward investment and assistance with the creation of SMEs, and 
support for their growth, is also important. ︎

•  A general improvement in each country’s national economy will help, as our 
results show, but this is unlikely to improve all regions equally. ︎


