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THE NECESSITY OF SOLVING
THE YOUTH UNEMPLOYMENT

Abstract

Situation and trends in the sector of un/employment of workforce are conditioned
primarily by global trends, but they also express the content of economic and
political measures that are undertaken in each country, both in the field of economic
development, as well as in the labor force employment policy. High unemployment,
especially of youth, is one of the main economic and social problems, but is also
an indicator of the state of the economy. The labor force remains under-utilized
development potential, and unemployment of workforce creates numerous
social, demographic and political consequences in society. Unemployment is
unsustainable for economic and social reasons. This paper points out the necessity
of solving unemployment but it also suggests the methods of solving this problem.
Thus, by application of the proposed development policy measures, the unused
human resources (human capital) are employed.

Key words: youth unemployment, labor, social problems, political instability,
economic cost, the problems of youth.

JEL classification: E24, F41, O10

HEOIIXOAHOCT PEIITABAIbA
HE3AIIOCJIEHOCTH MJIAJIUX

Ancrpakr

Cmarve u mpeHoo8u y cekmopy He/3anocieHoCmuy paoHe CHaze YCl08/beHU CY
NPBEHCMBEHO 2NI0OATHUM MOKOBUMA, AU UPANCABA]Y U CAOPHCA] eKOHOMCKO-
NOMUMUYKUX Mepa Koje ce Npedy3umajy y C8aKOj 3eMbU NOjeOUHAUHO, KAKO
y obnacmu paszeoja npuspede, MAaxko u y NOIUMUYU 3ANOULBABARA PAOHE
cHaee. Bucoka nezanocnemocm paowe cHace, a nocedHo Maaoux, npeocmasnva
jeoaH 00 OCHOBHUX eKOHOMCKUX U COYUJATHUX NPOOTIeMA anu U UHOUKAMOP CIarbd )
Kojem ce npuspeda Hanazu. Paona cnaza ocmaje nedosowno uckopuwher pazgojuu
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NnOmeHyujan, a He3anocieHoCm paoHe CHaze NPoy3poKyje Opojue coyujanne,
Odemozpaghcke u nonumuixke nocieouye y opyumay. Hezanocnenocm je neoopacusa
U3 eKOHOMCKUX U coyujannux pasiozaa. ¥ pady ce ucmuye HeOnXoOHOCH peuasarsd
He3anOCAeHOCIU Ay U Npelaxcy memoode peuwiasarsa 060z npobnema. Tako
ce nPUMEHOM NPeOLONHCEHUX MePA PA38OJHE NOTUIMUKE YROULbABA]y HeucKopuuhenu
/bYOCKU NOMeHYujan (y0cKu Kanumar).

Kuwyune peuu: nesanocienocm muaoux, paoua chazd, coyujainu npooremu,
ROMUMUYKA HeCMADUIHOCT, eKOHOMCKU MPOWLAK, NPodiIemu MAAOUX.

Introduction

High unemployment of the working age population, especially young people,
represents one of the major economic and social problems. It is an expression of negative
economic developments. From the economic point of view, unemployment represents
untapped economic potential that can be used for accelerated economic growth and
development.

Youth unemployment today is a serious economic and political problem in many
parts of the world. This is one of the most pressing issues not only in Europe and North
America, but especially in developing countries.

For young people it is difficult to go to the labor market. There is a risk of entering
into a vicious circle of performing poorly paid jobs in poor conditions and transmission of
poverty to the next generation. In generally unfavorable social climate, young people are
often on the verge of poverty, uninformed and without a clear strategy for their personal
development. Even there, where there is a relatively high level of social assistance, the
question arises whether obtaining of that assistance threatens the self-esteem of the
unemployed. They do not recognize their role in society, because there is no systematic
care for them, which among other things implies support in personal development,
recognizing their quality and use of their talents for productive purposes. The right to
employment is sometimes considered as one of the basic human rights. However, this
right is not recognized even in some highly developed countries as one of the human
rights. For example, in the United States, unemployment is expected and accepted
(Dzordz, R. 2003. Poslovna etika, Filip Visnji¢, Beograd, p. 367). Full employment
which is characteristic for the state system where the Government is the employer could
be labeled as a paternalistic state intervention. Even the counseling of unemployed to
turn to a professional reorientation, what is sometimes advised to clients of employment
centers, could be characterized as linguistic-expressive paternalism (Prnjat, A. 2008.
Crkva i paternalizam — odgovor Mihailu Markovicu, Filozofija 1 drustvo, vol.19. br. 2.
p- 255). The legal compulsion to professional reorientation as a condition for retaining
social assistance would also fall within the paternalistic state intervention.

In order to properly assess the economic aspect of unemployment, it is necessary
to recognize its manifestations, i.e., to understand the appropriate theoretical framework
and draw certain conclusions on the basis of available data and econometric models.
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1. Youth unemployment - a huge economic cost

The labor market nowadays is facing a severe crisis of youth employment. Youth
unemployment is a growing problem with long-term consequences for individuals,
communities, economy and society. In the last decade the transition of young people
from school to work has become longer, more complex and more turbulent. Young people
are faced with problems of high unemployment, increased inactivity and job insecurity.
They are three times less likely to find employment than adults. Today, about 74 million
young people are looking for work. Researches show that since 2008, the unemployment
rate of young people (under 25 years) who are looking for job, has increased in all EU
countries, from 7% in Austria and 8% in the Netherlands, to almost 50% in Greece and
Spain (European Commission, 2014. www.ec.europa.eu).

The current economic situation is not in favor of youth, and long term unstable
economic developments call into question the adaptability of citizens, especially young
people, to the given situation. The turbulent economy and rapid changes in political
and social structures put pressure on young people, governments, communities and
employers. The biggest challenge is how best to ensure that new developments do
not further affect the increase in youth unemployment. The existing and new political
measures are seeking a way of resolving social and psychological impact on youth
unemployment, in different ways.

The economic cost created by youth unemployment has reached about 100
billion Euros a year (in a sample of 21 EU member states) (Eurofound, 2014. www.
eurofound.europe.eu), while the social cost is reflected in danger of social unrest,
apathy and despair. Long-term unemployment in early working life of a young person,
underutilization of skills and knowledge, potentially lower wages, may have long-term
negative consequences in further life perspective of youth and the risk of social exclusion,
and long-term unemployment in early working life of a young person can have long-term
negative consequences (The Youth Unemployment, 2013. European lifelong guidance
policy network, Deirdre Hughes& Tibor Bors Borbely-Pecze, ELGPN network).

The recent sharp decline in the position of youth in the labor market (aged 15 to
24 years) continues to deteriorate significantly in many countries. There is significant
increasing part of the youth population who cannot manage to find a satisfactory job or,
in general, paid work (Eurostat, 2014. www.epp.eurostat.ec.europa.eu). The potential
negative impact of the issue, with a large number of young people who are potentially
under the misapprehension, unhappy in adverse conditions, deserves greater attention
of politicians. The Member States of the European Union are trying to solve the given
problems and to reduce youth unemployment by 2015.

Also, there are stark contrasts between the Member States of the European Union,
with the unemployment rate higher than 20% in a third of them, and about 50% in the
Mediterranean region. The only European Union member states with a low percentage of
youth unemployment are Austria, Germany and the Netherlands, all in the range of 7-9%.
Even Germany, which is in better economic shape than most of Europe, is struggling with
the problems of youth unemployment. From the various scenarios throughout Europe it
follows that at the heart of government policies there is an urgent imperative for new and
better management of the European Union, new employment opportunities and stronger
social cohesion (European Commission, 2014. www.ec.europa.eu).
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2. Statistical data on youth unemployment

The number of unemployed people in the world rose in 2013 for five million to
202 million people, despite the strengthening of the global economy.

Although business activity increases, unemployment also rises, and this trend is
expected to continue in the coming years, and predicts that by 2018, 215 million people
around the world will be without a job (ILO, 2014. www.ilo.org).

The largest increase in unemployment was recorded in East and South Asia,
followed by Africa and Europe. In North Africa in 2013, the unemployment rate was
12.2%, and in the Middle East it was 10.9%. Europe, North America and other developed
economies had unemployment of 8.6%, and the countries of the former Yugoslavia and
the USSR of 8.2%. In sub-Saharan Africa, the unemployment rate was 7.6% and in Latin
America and the Caribbean it was 6.5%. In East Asia, 4.5% people were jobless, 4.2% in
the southeast, and 4% people in the south were jobless.

Unemployment among young people aged 15 to 24 years is still a major problem.
Unemployment is constantly growing and in 2007 it was 11.6%, and 12.9% in 2012,
while in 2013, 13% of young people (ILO, 2014. www.ilo.org), were jobless in the world,
in relation to the overall global unemployment rate of 6%. It is estimated that the number
of unemployed young people between 15 and 24 years, was approximately 74.5 million,
which is about a million more than in the previous year. It is expected that the percentage
of youth unemployment will continue to rise in 2014 and will reach 13.2%.

Chart: Average change in youth unemployment rate (percentage points)
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Source: Global employment trends 2014. ILO, www.ilo.org

The largest increase in youth unemployment was recorded in the Middle East,
and it amounted to 27.2% in 2013, compared to 26.6% in 2012. Also, high youth
unemployment is noticeable in North Africa. And in developed economies and in the
European Union, a large increase in youth unemployment in the period 2007 to 2012 was
registered, while in 2013 it reached 18.3%.
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Table 1: Youth unemployment 2007.- 2018. (%)

2007. | 2008. [2009. | 2010. [ 2011. [ 2012. [ 2013. [ 2014. | 2015. | 2016. | 2017. | 2018.
World 1,6 120 [129 [129 [127 [129 [131 [132 132 [132 [132 [13.2
gﬁ}"l’ed economies | 155 1133 174 [181 |17.6 |180 |183 |180 |174 |168 |163 |160
East Asia 80 192 |94 o1 94 |97 100 |105 |108 11,1 |14 |116
South Asia 92 |95 o8 |97 o7 101 102 [104 104 104 |104 |104
ILerdiin Avirerle ¢ 141 |136 |155 [150 |143 |138 |13,6 |135 |134 [133 |132 |13,
Carribean

Middle East 239 |241 23,7 [262 [260 |266 [272 [279 [282 [284 |285 [286
North Africa 242 |237 239 237 |281 [202 [294 [205 |205 295 [29,5 |29,5
Sub-Saharan Africa 1,7 {1z iz 120 [1e [rye T [os {7 {7 [y [z

Source: Global employment trends 2014, ILO, www.ilo.org

Within the Euro-zone, unemployment rate (Guardian, 2014. www.theguardian.
com) was 12% in 2014, but young people are most affected (under 25 years of age).
At the level of the entire EU, the youth unemployment was 23.4%, in Greece 59%, in
Spain 54.6%, in Italy 42.4%, in Poland it is 27.4%, in France 25.4%, in UK 20% and in

Germany 7.6%.
Table 2: Youth unemployment (%)

January October November December January

2013 2013 2013 2013 2014
EU 28 23,7 23,3 23,4 23,3 23,4
Belgium 22,6 23,4 23,8 23,9 24,3
Bulgaria 27,8 28,6 28,9 29,4 30,0
Denmark 13,1 13,2 13,0 13,6 13,7
Germany 7,8 7,8 7,7 7,7 7,6
Greece 60,0 58,9 59,0 - -
Spain 55,8 55,8 55,3 54,6 54,6
France 26,1 25,2 25,5 25,6 25,4
Ttaly 38,4 41,5 41,7 41,7 42,4
Hungary 28,4 25,5 25,1 24.5 -
Austria 9.1 9,8 9,7 10,1 10,5
Portugal 40,3 35,1 34,8 344 34,7
Slovenia 21,4 23,3 233 23,3 -
Sweden 23,5 21,4 24,1 22,6 22,9
Finland 19,8 19,7 19,6 19,6 19,7
Great Britain 20,9 20,1 20,0 - -
Slovakia 34,4 33,0 32,9 32,3 31,3
Poland 27,7 27,4 27,4 273 27,4
Netherlands 10,3 11,6 11,4 11,3 11,1

Source: Guardian, www.theguardian.com
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3. Problems of youth - the mismatch between supply
and demand for labor

The problem of youth unemployment is a burning issue both in the EU and Serbia.
The youth employment rate is extremely low. Adverse conditions in the labor market,
especially after the impact of the global economic crisis, hinder the transition of young
people from education to the labor market. However, and when they manage to get a job,
their position is worse in comparison to the older groups of employees. They are often
employed part-time, in temporary jobs and in the informal economy.

Young people are aware of the problems they are faced with when attempting
to enter the labor market. It was indicated in the research that CESID conducted in
2008, in which they examined different attitudes of young people. According to that
research, young people pointed out unemployment as the main and biggest problem.
Some researches pointed to the differences in the working behavior of young people
from urban and rural areas. It was noted that young people from urban areas were willing
to take more proactive strategies in trying to get a job, than young people from rural
areas. The research showed that unemployment is a powerful factor of young people’s
intention to migrate. More than a fifth of young people from urban areas and 19% of
young people from rural areas emphasized that they were seriously thinking to move out
of the country. On the other hand, the research on migration potential in Serbia showed
that most potential migrants (44%) were among the young people. It warns of the danger
of leakage of valuable human resources from the country, which represent an important
potential for growth and development, especially if one takes into account that most
people with entrepreneurial potential, are among youth (2013. www.poslodavci.org.rs).

Many highly educated young people are trapped in low skilled and low-productivity
jobs. These young people are in danger of losing their skills, which may adversely affect
their further employment.

As one of the biggest causes of such a situation, businessmen most often point out
the problem of discrepancy between the system of education and the real needs of the
economy. Certain number of reported needs for employment remains unfilled, because
there are no persons with appropriate knowledge and skills, while on the other hand there
are a large number of people with qualifications for which there is no need in the labor
market. Mapping the structure of employees and the needs of the labor market is crucial
for outlining proposal for changes related to educational programs that will be tailored to
the needs of the labor market and for creating employment programs.

The complex situation and unfavorable indicators in the labor market, the
mismatch between supply and demand in the labor market and incompatibility of the
system of qualifications and vocational education with the EU, are the challenges that
Serbia will face in the future.

General overview of the labor market aims to serve as a broad picture of current
developments and critical elements in the sphere of unemployment and employment,
qualification, gender and educational structure and dynamics of entry and exit of the
labor force in the labor market in the region (Pusara, A., Vukovi¢, A., & Dokovi¢, G.
2014. Unemployment as a key factor of development and economic instability in the
region, Beograd, ANTIM, p. 138). Structural unemployment occurs as a result of
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the qualification, educational or spatial mismatch, which is most often the result of
restructuring and transition processes. Corporate restructuring and overall sectoral
transformation of an economy leads to disorder and mismatches in the labor market and to
higher unemployment. Mismatch between supply and demand for labor is a consequence
of the transition process. Whether that mismatch will have a short-term or long-term
character, depends on the degree of labor market development and its efficiency. If the
labor market is ready for transition processes that occur, then inasmuch the emerging
issues of incompatibility of education, qualification or location mismatch of supply and
demand in the labor market would be solved faster and more efficiently.

4. Youth unemployment: the crisis of our environment

The youth unemployment rate in Serbia is 51.2%, which means that every second
young person is without a job. The causes are: education that is not adjusted with the
needs of the labor market, a high percentage of young people without qualifications, lack
of jobs and a great number of people who work on the “black market”. In Serbia, around
207,000 young people aged 15 to 30 years are without job, and out of that number more
than 20% are unskilled, about 58% have secondary education, while 63.3% are without
work experience. The youth unemployment rate, in the last four years, has increased by
16%.

Particularly worrying is the extremely high youth unemployment in B & H, who
have difficult access to the formal sector, where are the majority of the employed labor
force with many years of working experience, while on the other hand the “black” labor
market is still largely present and due to which the actual unemployment is much lower
than registered unemployment.

The unemployment rate of young people between 15 and 30 years of age in
Montenegro, for the first quarter of 2013 amounted to 45.3%, while only 11.8% of
young people in Montenegro were employed. The overall rate of youth unemployment
in the first quarter of 2013, increased in comparison to unemployment rate from 2012,
which amounted to 43.7% (MONSTAT, 2014. www.monstat.org). These data suggest
that young people in Montenegro have difficulty looking for a job, but also reflect the
overall macroeconomic situation.

The results of the survey on the views, opinions and habits of the Montenegrin
youth aged 15 to 24 years, show that almost half of the respondents had no personal
income (19.1% cited the inability to find a job), and nearly half of examined youth
(48%) stated that they would start their own business in the following sectors: finance
and business (24.8%), trade (22.9%), agriculture and manufacturing (16.5%), while the
remainder (25.4%) would like to start a business in the field of education, computers, law
and traffic (DAMAR, 2014. www.cdm.me).

Based on the above it can be concluded that the youth in the region have
no motivation for self-advancement. In order to solve this problem, the National
Employment Service in Serbia announced in October 2013 a public call for employers
to engage in a joint project of USAID and 32 local governments. Program of support for
workforce development is open to all private companies interested in the engagement
of new employees and includes two months of training in private companies (the
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National Employment Service, www.nsz.gov.rs, 2014). The Government of Montenegro,
in cooperation with authorized organizations engaged in promoting the employment of
young people, organized a program of professional training. So far, 4,211 people with
high education participated in this program and achieved their first business experience
(unfortunately, as much as 67% of program participants opted for performing practices
in public enterprises). The final results of the program are positive, and there is the
possibility of its recurrence in the future, although it is currently difficult to estimate how
many of them will remain in the workplace, and how many will return to the Bureau of
Employment (MONSTAT, 2014. www.monstat.org).

And EU member states have so far employed a wide range of policies and measures
in an effort to solve the problem of creating jobs and greater professional opportunities for
young people. These policies and measures include: providing work experience, improving
the relationship between education and work, guarantees for young people, assistance with
job search, promotion of entrepreneurship. The International Labor Organization, as far
back as 1964 passed the Convention No. 122 on employment policy, which was created
as an expression of the understanding that the ILO was obliged to consider and take into
account the effect of economic and financial policies on employment policy, and that
all people had the right to material progress and spiritual development in freedom and
dignity, in economic security and under the same conditions. Particularly significant is
point 3 of paragraph 2, which stipulates the existence of free choice of employment and
the opportunity to acquire the necessary qualifications (Roncevi¢, D. 2006. Diskriminacija
u zaposljavanju, Beograd, Dosije, p.68). Terms used in the ILO Conventions, remain very
general to be applicable to various forms of professional relationships. International labor
regulations, however, do not try to impose any particular system. Since each national
legal order should include a number of political, economic, social and cultural factors,
including historical component, it would be unrealistic to suggest something more than
the minimum regulations, basic principles that can be applied in most, if not all national
systems (Roncevi¢, D. & Walter, A. 2011. The impact of the global economic crisis on
trade unions, Beograd, Glasnik za drustvene nauke, p. 209-234).

Faced with high rates of youth unemployment to 24 years, which in some EU
countries exceeds 50%, the European Commission adopted a Recommendation, in
February 2013, by which the program of support measures “Guarantee for Youth” is
applied, since the beginning of 2014. The number of unemployed youth in the EU
amounted to 5.7 million in December 2012. The EU has earmarked for that program
6 billion Euros, for the period 2014 - 2020, particularly in regions where youth
unemployment rate is over 25%, noting that the beneficiary countries should invest and
their own resources in the program.

The program “Guarantee for Youth” implies that young people up to 24 years,
who are not employed for a period of four months after the end of formal education or
after the loss of a job, are offered alternative work, further education, practice, or the
acquisition of craft skills. There are also suggestions from the EU, that age of young
people who should be included in the program is raised to 30 years (The National
Employment Service, NSZ, 2014. www.nsz.gov.rs).

The program “Guarantee for Youth” is not new, it is an experience applied by the
countries such as Austria, Germany, Denmark, Finland, Sweden, which now have the
lowest rates of youth unemployment.
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Conslusion

Unemployment is one of the most serious economic problems, because it means
the absence of production and income, causing high fiscal costs, and contributes to a
significant degradation of human capital, increases inequality in society, and causes
significant psychological burden, leaving the experience of uselessness and futility. With
regard to the consequences that entails, high unemployment, especially of youth, should
not be tolerated.

The Unemployment in the Balkans represents the long-term development problem
manifested with a special ferocity in recent years. Because of the deep economic and
financial crisis, as well as political instability, most countries of the Balkan region
recorded a very slow economic growth and consistently high unemployment rate in
recent years. High unemployment in the region is caused by the low level of economic
development and the economic reforms that are poorly implemented. The growth in the
overall unemployment rate was accompanied by a significantly larger increase in the
unemployment rate in the youth group.

Such trends require that the unemployment reduction is approached as a problem
that must and can be solved through measures of developing economic policy. The
selection and implementation of these measures involves various areas of economic life,
but also more consistent environment of modern market economy.
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