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B The problem of youth unemployment rates should be scrutinised to-
gether with inactive young people. Both issues make the situation on the
Bulgarian labour market even more dramatic than it seems at first sight. In
fact, the real problem is young people who are not in employment, educa-
tion or training and those who are long-term unemployed.

B Early school leavers and the comparatively lower quality of education in
Bulgaria are some of the main reasons why many young people do not have
an adequate education, qualifications or skills. However, both problems are
well known and measures are being taken to improve the situation.

B Social status amplifies the risk of being unemployed in Bulgaria. If one’s
parents are unemployed, inactive, with low education, illiterate, without
skills and qualifications, live in poverty or belong to a disadvantaged group
their children are likely to have the same characteristics.

B Bulgaria has rich set of active labour market instruments, which allow it
to deploy the most appropriate tools for combating youth unemployment
and inactivity.

B [tis not active labour market policy overall but the details of particular
programmes that should be examined. Some programmes that are unat-
tractive or have inadequate management because of procedural obstacles
and restrictions lead to poor results.
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1. Introduction

Young people have always been considered
a group at the margin of the Bulgarian la-
bour market. They did not manage to escape
from this unenviable position even during the
11 consecutive years of economic growth,
mainly due to structural constraints, such as
insufficient qualifications, skills, experience
and social capital. Predictably, young people
have suffered a disproportionately severe
blow from the recession, leading to excep-
tionally high levels of unemployment and in-
activity and low rates of labour market par-
ticipation and employment. The economic
crisis has added powerful cyclical factors to
the structural ones.

The present paper explores the latest
developments in the youth situation on the
Bulgarian labour market. It focuses on top-
ics such as youth unemployment, employ-
ment, inactivity, labour market participa-
tion, role of education, demography and
economic growth. Young people are anal-
ysed in terms of their gender, sex, age, du-
ration of joblessness, social status and the
like. The main causes of being unemployed
at a young age are also identified and com-
mented on. Additional attention is paid to
the main traits of young people in employ-
ment. Finally, youth employment policies are
presented and their effect on young people
is analysed. The paper concludes with some
policy recommendations on how to make
youth labour market participation easier and
more effective.

If not explicitly stated, this paper is
based on National Statistical Institute Labour
Force Survey (NSI LFS) data. The main tar-
get groups are youngsters aged 15-24 and
25-29. Sometimes, only one of these groups
is presented, where no specific differences
have been identified.

2. Youth Unemployment: Overall
Developments

Youth unemployment increased in 2012 for
the fourth consecutive year. In the first quar-
ter of 2012 the youth unemployment rate
for those aged 15-24 reached its highest
level since the third quarter of 2008, when
the economic crisis began, exceeding 30 per
cent for the first time since the first quarter
of 2003. At present, about 74,800 young
people aged 15-24 are unemployed. If we
expand our observations to youngsters up to
29 years of age, we add another 44,200 un-
employed and the youth unemployment rate
25-29 reaches the record level of 14.8 per
cent for the past eight years.

Youth unemployment continues to rise,
although economic development has reversed
the negative tendency towards weak growth
in 2011. While at the beginning of the eco-
nomic crisis, in 2008, there was a stark reversal
of most positive labour market achievements,
now there are no signs of improvement, espe-
cially for young people. Moreover, there is a
tendency for faster growth of youth unemploy-
ment in comparison to unemployment overall.
The latter could mean that youth unemploy-
ment is determined not only by the business
cycle but also by powerful structural factors
such as experience and skills. This thesis is de-
fended also by the fact that even in the growth
years youth unemployment remained two to
three times higher than adult unemployment
and the activity and employment rates in the
youth labour market were too low compared
to most EU27 countries.

Generally, young people are in an unfavour-
able situation compared to adults with regard
to employment prospects. This was the case
during the growth years and it has continued
during the crisis period. The ratio between the
youth unemployment rate and the adult un-
employment rate has remained stable over the
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past 10 years, keeping its values in the range
of 2.33 (2003) and 2.71 (2009). This indicates
that young people are approximately 2.5 times
more likely to be unemployed compared to
adults in Bulgaria. Moreover, the younger one
is, the worse one’s situation on the labour mar-

Fig. 2.1. YUE Rate (15-24) vs
Unemployment Rate
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Source: NSI LFS, author’s calculations.

Figure 2.3 illustrates the relationship be-
tween youth labour market participation and
the youth unemployment rate. It is easy to
see that for the age group 15-24, the correla-
tion between them is negative, at —0.6438,
which is very close to most other EU coun-
tries (Dietrich 2012). This means that a rise
in youth unemployment goes along with a
decrease in the youth labour market partici-
pation rate, and vice versa. In contrast, the
same correlation coefficient for the age group
25-29 is positive, at —0.3498. One of the
most logical explanations is that most young-
sters aged 15-24 have much more opportu-
nities to go back to school or simply to be
inactive because their parents still take care
of them. These prospects slowly melt away
as one grows up. Unprecedentedly high rates
of inactive young people in Bulgaria provide
evidence of discouraged youth (see Section 8
for more details). In addition, the net enrol-
ment rate for young people aged 19-23 has
increased from 36.4 per cent for school year

ket. We calculate a similar ratio between the
youth unemployment rate for 15-24s and the
youth unemployment rate for 25-29s. The fig-
ures illustrate that young people below 25 are
almost twice as likely to be unemployed com-
pared to those aged between 25 and 29.

Fig. 2.2. YUE Rate (15-24) vs AUE Rate
(25+) ratio and YUE Rate (25-29)
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2007/2008 to 42.6 per cent for 2011/2012.
We have similar figures for the age group 15—
18 where the rise is 2.9 percentage points.
Another possible reason for decreasing
youth labour market participation, although it
is much lower than the EU average, is the com-
paratively good social safety nets in Bulgaria,
which cover not only young people themselves
but their families as well. According to the
World Bank report of March 2009 »Bulgaria:
Social Assistance Programs: Cost, Targeting
Accuracy and Poverty Impact«, poverty has
been reduced by 39 percentage points among
beneficiaries due to the combined effect of
social protection programmes. Consequently,
if no social transfers were available, the pov-
erty headcount rate among beneficiaries
would have been 53 per cent, instead of the
observed 14-15 percent. Another example in
this direction is the fact that the four major
social assistance programmes cover almost
one-third of all households in Bulgaria. Two
of these programmes, the so-called pro-poor
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programmes (Guaranteed Minimum Income
and heating allowances), achieve first-rate
targeting performances.

Youth labour in Bulgaria has remained un-
derutilized even in the years of sound growth.
The labour market participation rate (15-24)
in 2007 went up to 30 per cent compared to
the average of 40 per cent in other EU coun-
tries. At the end of 2011 it fell back again to
a little over 27 per cent. Youth employment
rates are even worse, at 20.1 per cent, which
is almost half the EU average.

There are two major sets of reasons for
such low employment rates. The first con-
cerns the causes of youth unemployment (in-

Fig. 2.3. Youth labor market participation
and youth unemployment rates
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sufficient number of job places, particularly in
times of crisis, lack of skills and experience)
and the second concerns absence from the
labour force, mainly due to participation in
education or simply discouragement from
participating in the labour market. In fact,
50 per cent of young people (15-29) remain
outside the workforce and they do not want
to work at all. The main reason for approxi-
mately three-fourths of the inactive not want-
ing to work is that they participate in some
form of education and training. Only 5 per
cent (2009) of young people in Bulgaria study
and work at the same time (in Netherlands
this share is almost 70 per cent).’

Fig. 2.4. Youth employment rates
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3. Risk of Unemployment and
Patterns Of Transition

In this section we analyse some of the most
crucial factors predetermining whether a
young person will experience unemployment
or inactivity in Bulgaria.

The most powerful factor is the lack of
adequate education, qualification and skills.
This topic is discussed in detail in Section
5. Here, we only mention some key facts.
The highest unemployment rate in 2011
among young people (15-24) was in the
group with primary and lower education, at
65.3 per cent. Those with lower secondary
education registered the second highest un-
employment rate, at 44.6 per cent, and the
highest inactivity rate, at 53.57 per cent.
To summarise, the lower a person’s level of
education, the greater their likelihood of
unemployment and inactivity.

Drop-outs are another important cat-
egory of youth unemployment. The aver-
age number of students dropping-out of
school annually in the past 10 years is about
26,000. Almost 85 per cent are cases where
children wanted to or their parents made
them leave school. Thus more than one-third
of the average youth unemployment in the
past 10 years, around 60,000, is very likely
to be caused by drop-outs.

Labour market mismatches are also close-
ly related to education and training. Although
the economy suffers considerable levels of
unemployment, there are vacancies which are
not filled. Even though unemployment is at
a historic high, the number of vacancies of
about 16-17,000 (NSI LFS) has been stable
over the past three years, regardless of growth

or recession. This means that there are jobs
for which appropriate employees cannot be
found in terms of qualifications, skills, edu-
cation, availability and so on. On the other
hand, one could argue that job vacancies are
few compared to the number of unemployed
people, which makes unemployment more
cyclic than structural. However, proponents of
the labour market mismatch theory might ob-
ject on the basis of the number of vacancies in
2008, when approximately 24,000 jobs were
not filled and no matches were available.

It is worth exploring whether employ-
ment in specific economic sectors is more
risky for young people in the present crisis.
Understandably, the cyclical sectors worst af-
fected by the economic crisis would gener-
ate unemployment, including among young
people. In Section 4 we show that the con-
struction sector has made redundant a sig-
nificant number of men, which is one of the
explanations for the pace of male unem-
ployment, including young people. Looking
at Figure 3.1 (statistically significant data),
a few sectors come to the fore. Agriculture,
manufacturing, construction and wholesale
and retail trade; repair of motor vehicles and
motorcycles has experienced the biggest
change in employment among young people
(15-24). If a young employee is working in
one of these sectors and a crisis looms, the
latter could threaten their job security. In fact,
these three sectors account for almost 70 per
cent (57,000) of the youth employment re-
duction. The absolute fall in employment in
these three sectors is commensurate with the
absolute rise in the number of unemployed
and inactive young people (15-24) for the
same period, which is a little above 54,000.
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Fig. 3.1. Percentage change of employed youths by economic sectors 2008 vs. 2011
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The category of occupation one enters and
the relevant likelihood of being unemployed is
also worth scrutinising. NSI LFS data show that
during the 2008-2011 crisis, the most affect-
ed subgroup of young people (15-24 years of
age) in terms of absolute and relative employ-
ment was the one in elementary occupations,
which do not require specific qualifications.

The statistics shows that employers often insti-
tute redundancies where qualifications are not
required. This makes such jobs comparatively
insecure. Having said that, due to the size and
scope of the current economic crisis, other oc-
cupations with much higher demands in terms
of knowledge and experience — such as techni-
cians — are also under pressure.

Fig. 3.2. Percentage change of employed youths by category of ocupation, 2008 vs. 2011
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The economic cycle is the main suspect
with regard to the rapid growth of youth un-
employment in Bulgaria (see Section 10 for
more details). Based on economic growth and

the development of youth unemployment,
including the NEET rate, we calculated cor-
relation coefficients that show comparatively
strong negative relationships. Correlation ap-
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plies to both youth unemployment (approxi-
mately —0.86) and NEETs (-0.88), covering the
age group 15-24 years of age. The relationship
between growth and unemployment among
young people aged 25-29 is still negative
(-0.02), although weaker compared to that of
those aged 15-24. This is probably due to the
generally fragile recovery in the past two years
and because the rise in the youth unemploy-
ment rate (25-29) has outstripped the change
in the youth unemployment rate (15-24). As
discussed in Section 5, one possible reason
for this situation is the fact that young people
above 25 have fewer opportunities to have re-
course to the education system.

On the other hand, we cannot be cer-
tain about specific differences with regard to
youth unemployment in Bulgaria to the extent
that the correlations do not vary particularly
from correlations in the adult labour market,
which are also slightly negative. The connec-
tion between growth and unemployment in
the age group 25+ is —0.62, which again con-
firms the overall tendency. Another argument
in this context is that youth unemployment
during the years of economic expansion was
still the highest compared to other ages and
was identified as Bulgaria’s main problem in
its efforts to achieve higher employment lev-
els. Thus, although there is an undisputed link
between growth and youth unemployment
or inactivity, the bigger issue is not their struc-
tural determinants but their cyclical ones.

Other, so far little discussed determinants
of youth unemployment are progressively
entering the focus of researchers. They are
closely related to the so-called generational
unemployment analysed in Section 7. These
are unemployed youngsters coming from
families with unemployed parents. Based on
a Mediana survey (2012), it seems that social
status amplifies the risk of being unemployed.
If one's parents are unemployed, inactive,
with low education, illiterate, without skills

or qualifications, live in poverty or belong to
certain ethnic groups — for example, Roma —
it is very likely that one will have similar char-
acteristics. The causes in this case are not to
be found in the business cycle but strong
structural factors. These people are unem-
ployed due to a failure to drag a generation
out of a vicious circle.

4. Youth Unemployment by Gender

Female unemployment has surpassed male
unemployment since the crisis spread to
Bulgaria in 2008. In a way, this is a return to
patterns prevailing before 2006. In fact, only
in 2006 and 2007, at the peak of economic
growth, was the youth unemployment rate
(15-24 years of age) among females higher
than the male rate. On the other hand, it is
worth noting that over the past 10 years the
so-called gender gap has been comparatively
negligible: about 2 per cent on average. The
existence of such a small difference is due to
institutional factors, such as more liberal com-
munity values, culture and norms. This gen-
der pattern is similar in most EU countries.

Returning to the dominance of male un-
employment during the ongoing crisis, one
possible explanation of this gender gap is
changing employment in the construction
sector. Construction and manufacturing are
the two sectors with the biggest employ-
ment decreases in absolute terms in Bulgaria
during the current crisis. But while the job
losses in manufacturing have been borne
almost equally by men and women, in the
construction sector male redundancies dom-
inate, at nearly 90 per cent.

The gender gap is a little bigger with regard
to labour force participation and employment
rates. For instance, male labour market partici-
pation (20-24) is 58.4 per cent, while female
participation is only 43.3 per cent. This gender
gap is driven by the higher rates of women
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who are not in employment, education or train-
ing. Women make up 83 per cent of those who
do not want to work for personal reasons, such
as raising children or doing unpaid family work.
Indeed, the subgroup of Bulgarian women not
in employment, education or training is among
the largest in the EU, according to the report by
the European Foundation for the Improvement
of Living and Working Conditions »Young peo-
ple and NEETs in Europe« (2012).

5. Youth Unemployment and Level
of Education

Education is probably the most important
factor determining whether one will be em-

ployed or not. In Table 5.1 one can easily see
that being a young person with a higher or
specialised upper secondary education means
that one is more likely to be employed. Young
people with only a primary or lower educa-
tion are marginalised on the labour market:
65.3 per cent of them are unemployed and
only 4.4 per cent are employed.

Another important issue is that a spe-
cialised upper secondary education provides
many more opportunities on the labour mar-
ket compared to a general secondary educa-
tion. The data confirm the common supposi-
tion that the closer one’s education is to the
real economy, the higher the demand for
one’s skills on the labour market.

Table 5.1 Population aged 15-24 by education and labour force status,
Bulgaria, 2011 (%)
Persons not in Ll e
Level of education YLMP employment | unemployment
labour force
rate rate
Higher education 1.02 73.0 58.8 19.5*
Secondary 37.96 441 33.7 23.6
Upper secondary specialized 11.55 58.9 45.7 22.5
Upper secondary general 26.41 33.7 253 24.9
Lower secondary 53.57 6.7 3.7 44.6
Primary or lower 7.46 12.6 4.4* 65.3
Note: * Small numbers problem. Source: NSI LFS 2011.

An important question in this study is
whether a good education is enough to se-
cure employment. The data in Figures 5.1
and 5.2 show some interesting develop-
ments with regard to the risk of being un-
employed, based on level of education. The
economic crisis has negatively affected the
group of unemployed young people with
upper secondary education (ISCED 3-4),
where we have an increase of 23.4 per cent

(15-24 years of age) in the proportion of un-
employed between 2008 and 2011. As ex-
pected, we have stable levels of unemployed
young people with higher education (ISCED
5-6).2 The situation of the unemployed with
primary and lower education (ISCED 0-2)
also exhibits a slight increase (15-24), result-
ing in a slight fall in the proportion of unem-

2 Small number problems.
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ployed young people with that level of edu-
cation. This might indicate that both highly
educated and uneducated young people are

Fig. 5.1. Youth unemployment rate
(15-24) by education
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Source: NSI LFS.

On the other hand, in times of crisis there
may well be unanticipated developments.
Although a good education has increased
employability and activity and ensures high-
er rates of employment and labour market
activity during the past four years, some
more protected subgroups were affected
relatively more negatively in some respects.
Table 5.2 shows that people with a second-
ary vocational education recorded the high-
est increase in terms of unemployment.

somewhat protected in times of crisis com-
pared to those with only a secondary educa-
tion, which is the biggest sub-group.

Fig. 5.2. Youth unemployment rate
(15-29) by education
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Those with a higher education or a second-
ary vocational education have experienced
the fastest growth among persons who are
not in the labour force. Young people with a
higher education have become unemployed
at a faster rate than those with a lower sec-
ondary, primary or lower education. Thus,
in turbulent times, comparatively safe sub-
groups are also subject to dramatic chang-
es. The main determinants of such negative
changes are structural rather than cyclical.

Table 5.2 Relative change in unemployment among those aged 15-24,
by education and labour force status (%)
Not in labour e e
Level of education P YLMP employment | unemployment
orce
rate rate
Higher education 36.68 -9.99 -19.56 96.97*
Secondary 23.05 -14.20 -27.53 145.83
Upper secondary specialized 18.81 -9.52 -22.15 129.59

Upper secondary general 25.00 -17.40 -31.62 167.74
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Not in labour e Leie
Level of education force YLMP employment | unemployment
rate rate
Lower secondary -10.58 -17.28 -38.33 76.28
Primary or lower -12.29 -32.98 -63.64* 83.43
Note: * Small numbers problem. Source: NSI LFS 2008-2011 and author’s calculations.

The major category of unemployed or
inactive young people is school dropouts.
Although there has been some tendency
over recent years for the number of school
dropouts to decrease, it is still significant. The
peak with regard to the number of school
dropouts was 2007/2008, at the zenith of
economic growth. Many children or their
families decided that it was better to work

than to study. This thesis is supported by the
fact that, for the past 10 years, in all three
categories of dropouts (I-IV, V=VIII and IX-
XlI), almost 50 per cent of students dropped
out due to family reasons. The latter leads to
reproduction between generations of many
detrimental characteristics, such as poverty,
low level of education, inactivity, unemploy-
ment and, again, poverty.

Figure. 5.3. Drop-outs/students ratio
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Another crucial determinant is the low
quality of education and training. Over the
past 10 years, Bulgaria has invariably ranked
bottom in the EU with regard to quality of life
of secondary education. There is much evi-
dence that Bulgarian young people enter the
labour market unprepared and lacking the re-
quirements of a knowledge economy.

According to the PISA results in 2009,
Bulgaria shared last place with Romania in the

EU27 on all performance indicators. Almost
41 per cent of Bulgarian young people have
the lowest score of 1 or lower for reading
proficiency, which means that they have seri-
ous difficulties in evaluating, understanding,
using and reflecting on written texts in order
to achieve goals, develop knowledge and per-
formance, and participate in society. The situ-
ation is similar with regard to maths proficien-
cy. Almost 50 per cent of students in Bulgaria
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received a score of 1 or lower, which shows
that they do not possess an individual capac-
ity to identify and understand the role that
mathematics plays in the world, make well-
founded judgments and use and engage with
mathematics in ways that meet the needs of
life as a constructive, concerned and reflec-
tive citizen. The results in science proficiency
do not differ much, although the proportion

of those with a score of 1 or lower is 38.5
per cent — a little lower than their Romanian
peers. Scientific literacy is an important proxy
for an individual’s capacity to use scientific
knowledge, identify questions and draw ev-
idence-based conclusions in order to under-
stand and make decisions about the natural
world and the changes made to it through
human activity.

Fig. 5.4. PISA 2009 mean results by countries

Source: OECD PISA 2009 results

6. Youth Unemployment with
regard to Duration

Unsurprisingly, Bulgaria is among the coun-
tries experiencing a major surge in the pro-
portion of long-term unemployed youths. In
2009, a year and a half after the downturn
commenced, the number of long-term unem-
ployed (>12 months) started to rise dramati-
cally. At the end of 2011, about 50 per cent
of unemployed young people had been out
of work for more than 12 months.

There are likely to be significant conse-
guences as a result of having more and more
long-term unemployed young people in
Bulgaria. First, this will exacerbate the same
structural weaknesses due to which young
people are unemployed. Being without a
job for a long time downgrades one’s work
experience, depreciates skills and qualifica-

Math
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tions, makes one poorer and socially inac-
tive. The longer period of unemployment,
the fewer one’s opportunities to get a new
job, as gaps appear in one’s working histo-
ry. Furthermore, if a long-term unemployed
young person finally does find work, there
is @ huge probability that they will be paid
less, have worse working conditions, accept
a job beneath their skills or enter the gray
labour market. Thirdly, long-term unem-
ployment is the natural prelude to inactivity
or future emigration. According to Agency
Mediana data collected in February 2012, al-
most 60 per cent of the young unemployed
people interviewed stated that they planned
to emigrate in the near future. All these con-
sequences may drive long-term unemployed
young people into a perpetual cycle of un-
employment and damage their life-time eco-
nomic and social prospects.
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Fig. 6.1. Youth unemployment rate
(15-24) by duration of unemployment
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Source: NSI LFS.

7. "Generational" Youth
Unemployment

"Generational unemployment" describes a
situation in which young people are unem-
ployed, their parents are unemployed and even
some of their children — particularly in the case
of Roma families — are or will be unemployed.

According to a survey conducted by
Agency Mediana in February 2012, about 3
per cent of the total youth population (15—
29) belongs to this group, about 40,000
young people or about 12 per cent of total
unemployment reported in the same survey.
However, the methodology of this is quite dif-
ferent from the NSI LFS or Employment Agency
administrative data, and we will therefore not
rely on the absolute figures but will use them
to describe some qualitative characteristics of
this type of unemployment.

The survey data show that 13 per cent of
the interviewed unemployed young people
live in families of unemployed; 86 per cent of
unemployed young people report that their
closest circle of friends, relatives and neigh-

Fig. 6.2. Youth unemployment rate
(15-29) by duration of unemployment
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bours are unemployed as well. This suggests
that social origin matters. A similar conclusion
is presented in the World Bank report The Job
Crisis: Household and Government Responses
to the Great Recession in Eastern Europe and
Central Asia (2011). Some of the findings in-
dicate that in Bulgaria well-to-do households
are more likely to succeed in finding addition-
al work than poor households.

All unemployed young people have a
meagre standard of living in the two cited
sources. According to Agency Medina data,
80 per cent of them live in villages or small
towns, about 64 per cent experience extreme
poverty, including lack of food and heating.
More than 80 per cent do not believe that
they will ever find a job. This picture is sup-
ported by the World Bank Report (2011). For
example, 35-36 per cent of the crisis-affected
households (including at least one unem-
ployed family member) in the poorest quintile
have stopped buying regular medication and
have reduced food consumption. At the same
time, it worth pointing out that generally edu-
cation has not been affected and households
continue to support their students.
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8. The Role of Demography

Bulgaria has been undergoing a comparatively
strong decrease in its youth population aged
15-24 and a slight decline in the age group
25-29. Up to the beginning of the last reces-
sion, Bulgaria had experienced both a decline
in the youth population and a shrinkage of
youth unemployment rates. The latter is logi-

cal, since the pressure on this labour market
segment has abated.

The economic crisis has changed this rela-
tionship and since 2008 we have witnessed a
continuing decline of the youth population and,
at the same time, rising youth unemployment
rates. One explanation could be sought in the
fact that the loss of jobs during the downturn
years is faster than the population drop.

Fig. 8.1. Youth population 15-29
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9. Not in Employment, Education
or Training (NEET)

Characteristic of the Bulgarian youth labour
market is the huge absolute and relative
number of youngsters who are not in em-
ployment, education or training. The country
is somewhere in the middle in terms of youth
unemployment rates compared to other EU
countries. Unfortunately, this rank could be
somehow misleading, because, at the same
time, Bulgaria has the highest NEET rate in
the EU27. Young Bulgarians are not only un-
employed but also inactive. It turns out that
the big issue that Bulgaria needs to tackle
is not youth joblessness but youth inactivity.
Both issues should be addressed simultane-

ously. There are several important reasons
why we should pay particular attention to
the NEET issue:

— Youth unemployment does not capture the
whole picture. NEETs are the other side of the coin.

— The majority of NEET youths have a simi-
lar profile to long-term unemployed youths
(including »generational« ones) and they are
therefore threatened by the same risks and to
the same extent. In addition, NEET youths are
not a heterogeneous group and they should be
analysed and treated according to their specific
characteristics and the reasons why they are
in this situation. The report by the European
Foundation for the Improvement of Living and
Working Conditions on young people and
NEETs in Europe (2012) summarises some of
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the main causes of being a NEET. A young per-
son is exposed to a relatively higher risk if they
have some kind of disability, a low educational

level, live in remote areas, have a low income,
have unemployed or low educated or divorced
parents. All this sounds familiar.

Fig. 9.1. Young people neither in employment, educationor training
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Fig. 9.2. Young people (15-29) who want
to work but are not in the labour force
due to inactivity
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The impact of the recession presented in
Figures 9.2 and 9.3 highlights four issues that
need to be addressed:

(i) Since 2008, the number of inactive
youngsters who want to work has been in-
creasing. This tendency could be explained by
the reduction of disposable income in many
households more of whose members seek
work as a coping strategy (World Bank, 2011).

(i) The proportion of discouraged young

2007 2008 2009 2010 2011
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Fig. 9.3. Young people (15-29) who do not
want to work and are not in the labour
force due to inactivity
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people is steadily rising, which is closely related
to the extension of periods without a job.

(iii) The discouraged young people who
want to work gradually swell the ranks of
those who are not active and do not want to
work.

(iv) There is a gradual increase in the number
of those who take shelter from the economic
recession in the education system and who, at
least, do not belong to the NEET group.
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10. The Role of Economic
Cycles/GDP Growth

The role of the business cycle was already
hinted at in Section 3. Here we present
more evidence of the negative correlations

between GDP growth and the youth unem-
ployment rate. In Table 10.1, various cor-
relation coefficients are presented in order
to leave no doubt about the reverse correla-
tion between growth and youth unemploy-
ment or inactivity.

Table 10.1 Correlation between GDP growth and unemployment indices

Correlation coefficients

Corr GDP growth index/Youth unemployment rate of change index (15-24) -0.86
Corr GDP growth index/NEET Rate of change index (15-24) -0.88

Corr GDP growth index/NEET Rate of change index (15-29) -0.86

Corr GDP growth index/AUE Rate of change index (25+) -0.62

Corr GDP growth index/YUE Rate of change index (25-29) -0.02

The negative correlations calculated are
determined mainly by the period of 11 years
of consecutive growth and the respective
reduction of unemployment rates. The re-
verse relationship was confirmed in the first
years of the recession, when it was followed
by a sharp increase in unemployment rates.
What has happened in the past two years,
however? Despite an economic upturn,
youth unemployment and inactivity rates
continue to climb.

There are several explanations. Growth
is still very weak and unstable. There will be
a certain lag in inducing stronger employ-
ment creation and even then only if growth
is steady. If the pre-crisis structure of the
economy remains the same, there might be
problems with pushing employment back to
its level before the recession. This is because

some of the main engines of the last growth
period, such as construction, real estate and
supporting industries, are unlikely to recover
to the same levels.

In addition, there are two important con-
straints that will hamper the recovery of youth
employment in the short term, when growth
begins again. The first obstacle will be the ex-
tended pool of inactive young people. When
many of these young people decide to go
back into the labour market they will inevi-
tably intensify the pressure on it. The second
important hindrance will be the large number
of long-term unemployed. Long-term unem-
ployment, including the generational kind, in-
tensifies the structural determinants of youth
unemployment, which worsens the short-
and medium-term prospects of young people
for reintegration in the labour market.
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11. Some Characteristics of
Youth Employment

To capture the whole picture of youth par-
ticipation in the labour market and to explain
some of the specifics of unemployment itself,
in this section we present some important
characteristics of those young people who are
in employment.

Unsurprisingly, most young people (15—
29) are employed in the private sector, signifi-
cantly exceeding the four other alternatives:
self-employment, being employers, employ-
ment in the public sector and unpaid house-
hold work. The three lesser alternatives are
more steady but at lower absolute levels.

A specific trait of the Bulgarian labour
market overall, including the youth labour
market, is the low level of part-time em-
ployment. The latter is very suitable for stu-
dents, for example, enabling them to work
and study at the same time. Youth (19-24)
part-time employment is at about 4 per cent
(Eurostat data) in Bulgaria, with no signs of
steady growth. In 2010, this share was about
5.5 per cent but this was temporary and prob-
ably due to some anti-crisis government pro-
grammes to safeguard existing jobs through
part-time employment. By contrast, in the
Netherlands this figure is 75 per cent and in
Slovenia, another new member state, the pro-
portion is about 40 per cent. In fact, this is an
underutilised reserve for youth employment
in times of crisis or growth.

Another interesting research question is
whether young people who are still at work
have some specific advantages that help
them keep their job. Based on the Mediana
Survey (2012), we can identify some of the
main characteristics of those who are still
at work. As expected, the majority of them
come from middle class families, have parents
with secondary or higher education and a cer-
tain amount of social capital. The employed

youths themselves have at least an adequate
education and qualifications. However, some
of these youths are also threatened by job loss
or have already been made redundant. While
at the beginning of the crisis employers were
dismissing workers with lower education,
qualifications and skills, now we find more
and more cases of better educated and quali-
fied people being made redundant.

12. The Role of Labour Law

In 2009, there were changes in the unemploy-
ment benefit regulations, introducing a new
schedule of payments. During the first half of
the benefit period, an unemployed person re-
ceives 30 per cent of the relevant amount every
month and in the second half the remaining 70
per cent. This is aimed at bringing about short-
er periods of registration with Labour Offices.
Although long-term unemployment has hit re-
cord levels, no evidence is yet available on the
net impact of this legislative measure.

A change with presumably the opposite ef-
fect was the abolition of the »12-month rule«
for receipt of the subsistence minimum by
able-bodied recipients, effective from 1 January
2011. When this was introduced two years ago,
the main motive was to encourage the inactive
or long-term unemployed to find jobs. This was
during the years of economic growth. In times
of crisis the social protection arguments pre-
vailed over merely economic rationality.

There have also been changes in the leg-
islation on atypical work, including fixed-term
and part-time employment, temporary work
agencies, teleworking and so on. All this has
made the Bulgarian labour market more flex-
ible and has enlarged the scope of employ-
ment opportunities. But it has also led to a
higher degree of insecurity. The key question
is whether the labour market and its regula-
tions manage to ensure a balance between
flexibility and security.
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While some of the latest employment
warnings concern the increasing number of
young people trapped in non-standard and/
or unstable employment (ILO 2012), the situ-
ation in Bulgaria is completely different. As
already mentioned, Bulgaria has the lowest
level of part-time employment (average of
4.4 per cent) in the EU27. The level of tem-
porary jobs is similar. The average proportion
of young people working on fixed-term con-
tracts has been about 10 per cent during the
past 10 years. In 2011 there was even a drop
of 200 basis points, which means that only 8
per cent of young people aged 15-24 made
use of this opportunity. These low levels could
fall even lower if direct government pro-
grammes to stimulate part-time employment
are not launched. The upshot is that young
Bulgarians, like their older colleagues, are
not yet attracted by such atypical jobs. The
latter remains one of the main underutilised
reserves for labour market inclusion and em-
ployment expansion.

Laws concerning education are indirectly
related to youth unemployment. Some of the
most important recently adopted measures in-
clude: the introduction of obligatory preschool
education, delegated budgets and external
student performance evaluation. These mea-
sures are aimed at reducing the number of
early school leavers and improving the quality
of education and student achievement. These
problems are exceptionally important for limit-
ing youth unemployment and inactivity.

13. Youth Policies and
Anti-crisis Measures

Young people have always been considered a
disadvantaged group on the labour market and
they have therefore received particular attention
in terms of policies, programmes, measures and
spending. Since the beginning of 2011, young
people have been targeted as a specific priority

of ALMP after the first signs of galloping youth
unemployment were detected.

At present, there are several strategic doc-
uments to guide youth employment policies
through these turbulent times: the National
Initiative » Work for Young People in Bulgaria«
2012-2013, the Youth Strategy 2010-2020
and the National Youth Programme 2011-
2015.

The National Initiative »Work for Young
People in Bulgaria« summarises the main pillars
of youth employment and activation policies:

— Activation measures, including informa-
tion, registration in Labour Offices (LOs) and
consultations.

— Measures towards increasing the com-
petiveness of young people on the labour
market, comprising mediation services and
motivation, literacy training and primary class-
es for those who need them in order to be
included in further vocational training, profes-
sional qualifications and competencies train-
ing (including the recently launched voucher
system).

— Support during the transition period be-
tween education and work, including mea-
sures such as ensuring the first job by means
of a national agreement between the social
partners called »First Job«, the provision of in-
ternships, on-the-job-training, subsidised em-
ployment, apprenticeships, entrepreneurship
empowerment, opportunities for in-house or
remote work, career orientation and develop-
ment and the organisation of youth labour
exchanges.

At first glance, there is hardly anything
missing from the palette of programmes,
measures and intentions. Moreover, many
of these instruments are familiar. In fact,
Bulgarian ALMP is very close to good EU stan-
dards and practices in terms of availability. If
something innovative comes up somewhere
in the EU, it is soon adopted in Bulgaria as
well. Nevertheless, the strategic objectives of
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ALMP to reduce youth unemployment and to
increase youth employment rates are still far
from being accomplished.

According to Eurostat data, the largest
number of young people (15-24) supported
through ALMP was 20,461 in 2006, while in

2010 the number slid down to 9,581. This
happened in the midst of the crisis. Up until
2010, direct job creation had the largest share
in youth support measures, although involved
participants have been steadily decreasing
since 2007.

Fig. 13.1. Number of participants in the Bulgarian labour market
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Source: Eurostat.

However, since the beginning of 2011,
the official policy has focused on training,
at the expense of job creation. This turning
point was accompanied by another impor-
tant change in ALMP, namely that fact that
Operational Programme Human Resources
Development 2007-2013 (HRDP) was given

Fig. 13.2. Youth participants (15-29)
in ALMP
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priority as a financial instrument. Figure 13.2
presents the author’s calculations based on
the report data provided by EA which shows
the number of youths involved in ALMP, fi-
nanced mainly through the annual National
Employment Plan (NEP), the Employment
Promotion Act (EPA) measures and HRDP.

Fig. 13.3. Unemployed young people reg-
istered with unemployment offices
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During the period 2003-2007, all ALMP
measures, including those for young people,
were financed through the NEP. In fact, there
was a declining trend in the number of young
people involved, mainly because of the de-
creasing youth unemployment. As shown in
the figures, in the past two years, the surge in
ALMP youth participants has been driven by
HRDP, although most of the NEP programmes
and EPA measures have been kept open with
reduced financing. These outstanding figures
are achieved due to the implementation of
about 43 programmes targeting young people.
Only 5-6 programmes and measures are explic-
itly youth oriented, however. The rest are pro-
grammes and measures with a broader scope of
target groups, including young people.

It is worth mentioning that the numbers
in Figure 13.2 show that HRDP participants
include both unemployed and employed
youths, while those financed through NEP and
EPA are focused exclusively on unemployed
youths. For example, in 2008 and 2009, no
unemployed young people were included in
HRDP measures. In 2010 and 2011, employed
and unemployed youth participants were al-
most equally represented in HRDP.

Based on EA and HRDP reports, we cal-
culate the coverage of ALMP of unemployed
young people as a proportion of jobless youth
participants out of total youth unemployment.
Figure 13.3 shows that the coverage was
about 40 per cent in 2005-2007 and again in
2011. The rise in 2011 was due to the HRDP's
increased absorption of funds over the pre-
vious two years. The latter is not a constant
condition and there will be other years when
HRDP will not have as many beneficiaries be-
cause of operational issues and procedures.
Thus, transferring responsibility from the na-
tional budget to HRDP could work only if the
operational programme has even levels of an-
nual participants and spending. If not, we will
witness ALMP covering target groups needs

unevenly from year to year. Support will be
provided when HRDP allows this, depending
on its internal procedures and peculiarities,
and not when target groups need it. HRDP
puts forward the procedures themselves and
only then the target groups’ needs. The data
for 2008 and 2009 support this. Those were
the years when youth unemployment began
its ascending trend but were at the same time
characterised by a significant decrease in na-
tional budget spending and with no funds
for unemployed youth coming from HRDP.
The momentum was lost. In 2008 and 2009,
ALMP was supposed to combat the new cy-
clic youth unemployment. In 2011 the focus
was on long-term unemployment.

Another coverage indicator is the share
of unemployed young people registered in
labour offices. There has been a steady 10-
year slowdown in the number of unemployed
young people on labour office lists. In 2011,
only 47 per cent of unemployed youth were
registered. Moreover, these data are much
worse if we add NEET youths. In addition, ac-
cording to NSI LFS data, only about 30 per
cent of unemployed youth (15-29) seek la-
bour offices’ assistance to find jobs. This
means that even some of those who are
registered as unemployed do not rely on the
labour offices’ services. However, this needs
to change, firstly because Labour Office me-
diation services have a comparatively strong
positive net impact (Kotseva and Tsvetkov
2011) and because this is the only way for
youngsters to participate in the available pro-
grammes. At the beginning of 2012, the gov-
ernment undertook special measures to make
young people visit labour offices more often.

The adequacy of ALMP is another im-
portant point of this analysis. In 2011, more
than 43 youth programmes were being im-
plemented, with about 43,000 unemployed
youth participants. At the same time, there
are no signs of reduced tension in the youth
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segment of the labour market. There are sev-
eral explanations of what is happening:

— Due to strong cyclical factors, such as
insufficient vacancies and newly created jobs,
all undergoing measures have so far failed to
lead to new employment.

— Some ALMP are probably not so effec-
tive and have a lower net impact. Analysis
across programmes shows that there is a
large gap between their net impacts (WYG
International 2007). If we take an arbitrary
cut-off point of 25 per cent, only one of
the programmes had a positive net impact,
suggesting that they were successful in
significantly improving the job prospects of
participants over non-participants. Three
other youth programmes have net impacts
below 25 per cent and one even has a
negative result. The best performing pro-
gramme was »Jobs for unemployed peo-
ple under 29« and the worst is computer
training for young people (with a negative
impact). At the same time, computer train-
ing is among the most popular under the
voucher system of HRDP, thus contributing
to the astonishing numbers of youth par-
ticipants in 2010 and 2011.

— The net impact assessment done by age
groups put the youth group in second low-
est place (WYG International 2007). Only the
programmes for disabled people have lower
net impact.

— By contrast, labour office mediation ser-
vices have a comparatively strong positive net
impact on young people seeking jobs (Kotseva
and Tsvetkov 2010).

Lastly, although it is not the purpose of
this paper to analyse the effectiveness of
ALMP and labour office services, we iden-
tify some of their possible constraints and
weaknesses:

— In the past two years, ALMP have been
financed predominantly by the HRDP, which

however has a more or less periodic charac-
ter and depends too much on management
and spending procedures. Moreover, it was
planned 5-6 years ago.

— There are too many youth programmes
— more than 43 — which might dilute their
effective management and achievement of
their ultimate goals.

— Although there have been net impact
assessments showing that some programmes
are not effective, the latter are still operating.

- In 2011, »quantity« mattered at the
expense of »quality«. For instance, there are
a lot of people attending training and quali-
fication courses but no guarantees of the
quality of these training courses are provid-
ed. They are not even analysed. The perfor-
mance results of the education system sug-
gest that the adult training system provides
even lower quality services. This means that
people can be involved in training but that it
will not improve their qualifications or skills.
Many of these training courses are formal,
not meeting real demand but driven by the
training institutions.

14. Conclusions and
recommendations

In this section we highlight the main mes-
sages of this paper and suggest some policy
directions to combat youth labour market
problems.

Main Messages

— Youth unemployment should be scrutinised
together with inactive youths. The two issues
together mean that the youth situation on the
Bulgarian labour market is even worse than it
looks. In fact, the real problem is NEETs, long-
term unemployment and young people suf-
fering from so-called »generational« unem-
ployment.
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— Early school leavers and the compara-
tively low quality of education in Bulgaria are
some of the main reasons why young people
do not have adequate education, qualifica-
tions and skills. However, both problems are
well known and measures are being taken to
improve the situation.

— Adult training can be poor quality. This
threatens the effectiveness of all training pro-
grammes that are being undertaken under
active labour market policy.

— The business cycle has a strong effect
on youth unemployment. Unfortunately, the
recession has been piled up on existing struc-
tural problems.

— Social status amplifies the risk of be-
ing unemployed. If one’s parents are unem-
ployed, inactive, with low education, illiter-
ate, without skills and qualifications, live in
poverty or belong to particular ethnic groups
(for example, Roma) one is likely to duplicate
the same characteristics.

—In times of crisis, comparatively safe sub-
groups, such as young people who are highly
educated and with professional experience,
are also subject to dramatic changes. The
main determinants of such negative changes
are more or less cyclical, but also structural.

— Education can shelter young people from
unemployment but sooner or later they will
have to return to the labour market. If the re-
cession is prolonged, then returning youths will
increase the pressure on the labour market.

— Bulgaria has a rich set of active labour
market instruments, which allow it to react
with the most appropriate tools to combat
youth unemployment and inactivity.

— There are perhaps too many ALMP
measures, which means a loss of focus and a
probable increase in the administrative costs
of their implementation.

— It is not active labour market policy
overall but the details of each programme

that should be scrutinised. Some pro-
grammes that are not attractive or are not
well implemented due to procedural obsta-
cles lead to poor results.

— Transferring the responsibility of ALMP
financing from the national budget to EU op-
erational programmes could lead to recurrent
fragmentation of intervention due to rules
and procedural issues.

Policy Recommendations

Many policies have been recommended by
various policymakers, think tanks, researchers
and others in recent years. As already men-
tioned, ALMP in Bulgaria is in line with best
practice in the EU. Many of these interven-
tions are being implemented successfully. For
instance, school reforms have started to im-
prove students’ performance. Pre-school edu-
cation has been made obligatory. Activation
measures have been launched together with
measures directed towards first jobs, ap-
prenticeships, professional orientation and
so on. We shall not list all these policies, pro-
grammes and measures. What we present
below are various nuances of the existing in-
terventions, focusing on details and not the
strategic framework.

— Four years after the crisis began the
focus of youth measures should turn to
long-term unemployed and inactive youths.
Currently, the short-term unemployed young
belong to the last wave of redundancies and
many of them have a higher education, ex-
perience and skills. Their problems are more
or less cyclical ones and if the economy starts
growing they will be the first to be employed.

— Specific measures for improving qual-
ity of adults training should be developed
and introduced. This is important because
training is one of the main pillars of ALMP.
The number of trained employed and unem-
ployed adults increased by nearly three times
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in 2010 and 2011 and they will continue to
increase as substantial funds in HRDP are al-
located to this. There are no guarantees that
such training achieves even minimum quality
standards, however.

— Particular attention should be paid
to the details of active labour market pro-
grammes and measures. Small details in the
eligibility criteria, costs, rules and procedures
could shackle the whole programme to its ad-
ministrative implementation instead of trying
to achieve its main objectives.

— Generally, if HRDP is to be the main fi-
nancial instrument in the short and medium
terms it needs to be made more flexible, with
loosened procedures and rules in order to

serve the target groups’ needs, and not the
procedures and rules themselves.

— Existing programmes should be more
focused. However, a balance should be main-
tained between concentration and targeting
of the programmes and measures.

More and better net impact, ex-ante and
ex-post evaluations or labour market studies
should be conducted for specific programmes
or groups of programmes in order to inform
policymakers and programme implementers
in a timely fashion of the effects of their ac-
tions. Again, the details are important. These
evaluations and studies should be profession-
al. Otherwise, they will be executed merely
formally, with no effects whatsoever.
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