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INTRODUCTION

OBIJECTIVE

This Note is a stocktake summarizing evidence on “what works” in youth employment programs on
both the supply and demand side. Employment outcomes refer both to direct and indirect job
creation, including through firm start-up, as well as improvements in the quality of jobs as manifested
in higher earnings as self-employment or increases in household income. This paper is based on an
extensive desk literature review and analyzes the major meta-analysis and literature reviews on both
the labor demand side and labor supply side. The supply side has a large body of evidence and
evaluations of the whole Active Labor Market Policies (ALMPs) package as a whole. Kluve et al. (2016)
and McKenzie, D. (2017) have a rigorous methodology and provide wide analysis and
recommendations of the major studies on the supply side and provide the basis for that section. We
supplement this information with key studies which had Randomized Control Trials (RCTs) or rigorous
evaluations.

In some sense the supply side stocktake is an analysis of a few existing meta-analyses complemented
by key studies not included in the meta-analysis. On the demand side the evidence base on what
works for jobs outcomes is weak — so we used an extensive desk literature review. We include meta-
analysis where they exist for sections of the demand package (for example micro-credit). For both the
supply and demand side, the team worked with experts across thematic areas (Agriculture, Social
Protection, Entrepreneurship, Social Development and Urban Development) to ensure we had a mix
of literature from the diverse thematic bodies included.

The note does not look at evidence on policy reforms that address systemic problems. We recognize
that rural and urban investment climates, regulatory frameworks, the overall macro-economic
framework, human capital (education and training policy, basic health), are prerequisites for many
interventions on the demand side of the labor market to be successful. In what follows, these
fundamentals are taken as given and the note focuses primarily on interventions with specific
identifiable enterprise, firm or farm beneficiaries, rather than broad investment climate reforms.

BACKGROUND

Jobs prospects for youth® are a critical concern for policymakers worldwide. Globally, a record
number of young people — 60 million each year - are becoming of working age. These young people
make up the hope of the future, but if today’s employment rates remain unchanged, only 40 percent
of the additional job market entrants will get jobs (Goldin et al., 2015). Finding jobs, especially jobs
that offer secure earnings, is particularly difficult for young people who often lack the experience,
skills, social networks and assets to access wage- or self-employment. Long spells of unemployment
or underemployment undermine future job prospects for youth and can lower future earnings. Apart
from the individual and economy-wide costs of unused productive resources, alienated, disappointed
and frustrated youth can also contribute to social unrest and violence. Despite increasing access to
education and economy wide growth, many youth lack faith in the future (Box 1). Young people in
fragile, conflict prone or violent (FCV) countries are especially vulnerable to limited livelihood
opportunities and susceptible to participating in violence and/or conflict. These demographic, social,
economic and political factors have positioned policy makers focus on the importance of ensuring
sustainable employment opportunities for youth.

1 Youth is generally defined as those that are in the age group 15-24, or 15-29. However, many youth
interventions target older or broader age groups as well (25-34, or even 15-39).
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Box 1: Youth Lacking Opportunities

Youth are the future, yet many young people lack faith in that future. Although young make up a
large share of the population in many developing countries, many feel that they cannot influence
their destiny, are locked out of economic opportunities, and that their concerns and views are not
taken into account. As manifested during the Arab spring, young people’s discontent spills over into
social unrest. In perceptions of standards of living, life evaluation, social well-being, community
attachment and trust in national government. Youth in the Middle East and North Africa and Sub-
Saharan Africa hold lower expectations for the future than their cohorts in other regions. Surveys
undertaken of views and preferences of Moroccan and Tunisian youth reveal dissuasion,
frustration, and isolation. Youth feel that they lack control over their economic future, and that
prospects locally are poor. Although they are more educated than previous generations, the quality
of education and skills acquired are considered insufficient to obtain a good job or even internship
without personal or family networks and connections. The perceptions of exclusion are reflected
in low economic, civic and political participation. For example, half of all young people in Morocco
are neither working nor in education or training. Young Moroccans and Tunisians are also
disengaged from their communities: they are not active in civil society, mistrust the political system,
and are less likely to vote in national election than older citizens.

Sources: World Bank (2012a, 2014a)

The youth employment challenge is economy-specific and involves creating more jobs, better jobs,
as well as more inclusive jobs for youth. These challenges differ across countries and among different
groups within countries (Fox and Kaul, 2017). Whereas youth employment is on the forefront of many
jobs agenda, the specific problems facing young people are not everywhere the same. In some regions,
especially poorer regions, it is having employment but avoiding precarious employment, including
underemployment and/or large seasonality in opportunities, that is the main problem.

The youth employment challenge is different for different groups. There is a consistent gender bias
in opportunities, as young women are less likely to hold a job (Datta and Kutikula, 2017). When
working, they are more likely to be in low quality employment than young men, as manifested in e.g.
persistent wage gaps across countries (Datta and Kutikula, 2017). Compared to urban youth, rural
youth face specific constraints like lack of access to land, less developed physical and financial
infrastructure, limited access to education and training, and fewer off-farm opportunities for self-
employment or wage employment (FAO 2016).

Active youth are two or three times more likely than adults to be unemployed. Thirteen percent of
active youth (74 million people), are unemployed and almost 40 percent of the unemployed are young
people.? Given that youth represent one sixth of the total population, they are overrepresented
among the unemployed. At 15.5 percent, unemployment is higher among young women. In regions,
such as in the Middle East and North Africa, unemployment rates are much higher, reaching 30 percent
in total and 47 percent among women.?

Globally, most youth are jobless, mostly because they are inactive.” Less than half of youth
participate in the labor force, compared to two thirds of adults (Figure 1). Whereas some inactive
youth are still in school and thus investing in their future jobs and earnings prospects, a large share of

2Based on an estimate of 200 million unemployed worldwide (World Bank, 2012b).
3 World Bank, World Development Indicator database [accessed on September 12, 2016].
4nactive youth are those young people who do not participate in the labor force, i.e. neither employed or
looking for jobs (unemployed).
9



young people is neither in employment, education or training (“NEETs”).> Young women are more
likely to fall in this category. In Europe and Central Asia, for example, 40 percent of young women are
NEETs compared with 30 percent among young men; in South Asia, this rate is 40 percent among
women and 10 percent among men (Goldin et al., 2015).

Unemployment takes different shape in different types of economies. In low income economies,
extended periods of unemployment are less of an issue as youth must engage in self-employment and
livelihoods to survive. In lower-middle income economies, unemployment is concentrated in urban
centers, and primarily affects higher socio-economic status youth. In both these type of economies,
underemployment is prevalent. In higher income economies, unemployment is concentrated in more
disadvantaged populations (Fox and Kaul, 2017).

Most working youth are employed in low-quality jobs, often in the informal sector. In poorer
countries, young people are more likely to work in some form than in richer countries, but a majority
of them are in precarious and low productivity informal employment with few opportunities for
significant improvement over working life. In Sub-Saharan Africa, for example, around 80 percent of
youth are working in the informal sector; either they are self-employed or unpaid workers in a
household enterprise (Filmer and Fox, 2014). In Latin American, informality among youth varies
widely. Countries such as Peru, Guatemala, Paraguay, Honduras and El Salvador rival the informality
in Sub Saharan Africa, averaging 70-80 percent of active youth in informal employment (ILO, 2015c).
These activities tend to have lower levels of labor productivity and offer lower earnings and profits.®

Globally, the share of youth in unpaid work is more than twice as high as for adults. Young women
are at higher risk of working in unpaid jobs than young men. This gender gap is largest in the Middle
East and North Africa region, where four out of five young women work for themselves or as unpaid
workers in a household-based enterprise, compared to one third of young men. In the Middle East
and North Africa, Sub-Saharan Africa, and Eastern Europe and Central Asia regions, youth are also
much more likely than adults to be employed in agricultural production related work.

Youth are comparatively more likely to be underemployed. Work in agriculture which is
characterized by high seasonality and as such explains a large part of youth underemployment.
Another aspect is the low attractiveness by youth of non-mechanized, manual labor based agricultural
production. In many cases, parents in the rural areas aspire their children to go out of agricultural
production and escape the poverty trap. The risks of low productivity employment are also higher for
youth than for adults. In lower-middle income economies, unemployment is concentrated in urban
centers, and primarily affects higher socio-economic status youth. In higher income economies,
unemployment is concentrated in more disadvantaged populations and employment strategies
should focus on reducing constraints to accessing employment for these group (Fox and Kaul, 2017).

5NEETSs generally include inactive not in school or training, as well as unemployed.
6Given data constraints, self-employment and unpaid family work (contributing to a family based enterprise but
without a defined wage) are used as a proxy for low quality jobs, with the recognition that not all self-
employment among youth is necessarily vulnerable or of low quality (Goldin et al., 2015).

10



Figure 1
Labor Market Status of Worldwide Working Age Population, 2015

World Population
7.4 billion
]
| |
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o (aged 15— 24)
2apecenditlalion 16 percent; 1.2 billion

Adult population (25+)
58 percent; 4.3 billion

Active Inactive X .
Active: Inactive:
47.3 percent; 570 52.7 percent; 630 66 percent; 2.85 billion S ——— -
million million
Employed Unemployed:
87 percent; 496 million 4.5 percent; 128
million
Unemployed Employed:
13 percent; 74 million 95.5 percent; 2,720
million

Source: Demographic numbers: UN World Population Prospects 2015; Employment numbers: ILO (2015a, 2015b,
2013a), Goldin et al. (2015).

Existing programs to address youth jobs challenges have focused on “supply side” interventions and
many of these programs have had modest impact. Numerous youth employment programs have
been implemented worldwide in efforts to integrate youth in the labor market (either as wage-earners
or self-employed), and/or to improve the quality of the jobs they have. Most have focused on
interventions such as training, counseling, incentives to “activate” people into work, wage subsidies,
or intermediation services that include improving the functioning of labor markets (e.g. job-search
assistance or matching services). Although there are successful programs, the impact of many these
interventions has been limited and unlikely to be cost effective (e.g. Kluve et al. 2016; McKenzie,
2017). While the evidence on the stand-alone “demand” side focused interventions is less
systematized, the existing studies tend to have mixed or inconclusive results,” especially when it comes
to sustainability and cost-efficiency.

7 For instance, a paper by Cravo and Pisa (2016) systematically reviews 40 rigorous evaluations of small and
medium enterprise support services in low- and middle-income countries. While it finds indicative evidence that
overall business-support interventions help improve firm performance and create jobs, it concludes that little is
still known about which interventions work best for small and medium enterprises and why. Grimm and
Paffhausen (2015) review a wide range of interventions targeted at micro-sized firms and find that creating
employment is a very complex challenge. Many conditions have to be met before interventions in favor of
individual enterprises do not only improve business practices and performance but also lead to additional jobs.
A significant shortcoming of the literature is that almost nothing is known about long term effects and cost
effectiveness.
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Figure 2
Connecting Youth to Jobs: Linking Supply and Demand Side
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Note: O = constraint; W = intervention.

Source: Authors.
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SUPPLY SIDE INTERVENTIONS — CONNECTING YOUTH
TO JOBS

WHAT CONSTRAINTS DO YOUTH FACE IN GETTING A GOOD JOB?

Several constraints and market failures hold back young people from finding gainful employment.

1.

Gaps and mismatches in technical, cognitive and soft skills. Labor market opportunities are
partly determined by the skills individuals bring to the labor market. In employer surveys, firms
regularly report skills as a key constraint for recruitment and identify skill gaps among youth
(Box 2).

key to being able to acquire higher productivity jobs in the formal sector, increase farm
productivity, or succeed as an entrepreneur through innovation, technical skills and grit
(Alameida, Behrman and Robalino, 2012).This skills gap can be technical, relating to specific
job tasks, generic competences such as foundational skills like literacy, numeracy and
Information and Communication Technology (ICT) literacy in more advanced countries,
advanced cognitive skills like problem solving, and socio-emotional skills or traits that are
important in the work place such as the ability to stay on task, to work and network with
others, to work towards long term goals, or to manage time appropriately. There is
considerable evidence that socio-emotional skills are critical to long term labor market success
(Guerra, Modercki and Cunningham, 2014).

Skills gaps or skills mismatches can arise from many different sources. Education policy and
investment is a clear place to look. Insufficient investments in education and training
(including early childhood development), poor curricula and teacher quality, or content
mismatched to market needs are all key deficits adding to the skills gaps. Likewise, health and
social issues affects the skills gap. High school dropout rates in (rural) regions where young
people are expected to contribute to family businesses, poor nutrition that stunts brain
development, and access issues for vulnerable populations (language, disability, etc) are all
contributing factors (Alameida, Behrman and Robalino, 2012). Hence, even youth who have
undergraduate or graduate diplomas might have difficulties in finding jobs or the right types
of jobs. Low skilled rural youth might miss market opportunities or have difficulties in adopting
modern technologies, including ICT, to increase agricultural productivity.

Box 2: Employers Perceive Skills Gaps Among Young People

The World Bank’s Skills Towards Employment and Productivity (STEP) Employer Surveys from
several developing countries indicate that firms value a broad set of technical, general
cognitive and socio-emotional skills (Sanchez-Puerta et al., 2016). Many of these firms find it
difficult to find workers with the right skills. Lack of skilled candidates is in fact the greatest
constraint to recruitment in many countries. In Armenia and Georgia, many firms find that
some of the key skills they are looking for when recruiting are missing among youth. Skills
with important gaps (here defined as a skill that is important and deemed to be lacking among
people below age 30) include job-specific skills, but also transferable competences such as
problem solving, communication skills, and team work skills.

13



Box Figure 1: Important Skills are Often Lacking Among Young Graduates

Important skills lacking in young people Important skills lacking in young people
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Communication

Source: Estimates Based on STEP Employer Surveys

3. Information gaps and limited access to networks (asymmetric information 1). Youth may be
unaware of what kind of jobs and careers are in demand, in what sector, or at what location,
potential jobs are available.® They may not know how to identify job opportunities or how to
apply for jobs, and lack the social networks necessary to apply for an existing or emerging job
opportunity or to identify suitable job opportunities in the first place. As entrepreneurs in
farm or off-farm activities, they have limited access to markets and price information, or
technological and productivity enhancing solutions.

4. Little or no work experience (asymmetric information 2). Youth face the challenge of finding
a first job. Employers may be reluctant to hire jobseekers with limited or no work experience.
For a given job and skills set, employers might prefer to hire experienced workers, even if the
learning potential of new job seekers and steady state productivity is higher (Almeida, Orr and
Robalino 2014). For such jobseekers, the cost of minimum wage and mandatory benefits
(social security contributions, paid leave, etc.) may be higher than their productivity in early
months on the job while they are learning job specific skills. Alternatively, employers may not
be able to determine the skills/abilities of a worker without work related references because
diplomas or certificates do not signal such ability well due to lack of accreditation systems and
a multitude of private but unregulated training providers.

5. Lack of assets (capital, land), and limited access to credit. Compared to older adults, youth
generally have fewer savings, fewer assets for use as collateral, including land, and lack the
contacts needed to acquire backing for a loan. Impoverished youth have greater difficulty
adopting sound financial literacy practices: for example, among the bottom 40 percent in Sub-
Saharan Africa and South Asia, a majority (75 percent and 62 percent respectively) are
unbanked (Demirguc-Kunt et al., 2015). Youth, especially women, do not typically own land,
which is inherited and in the case of women may depend on a male relative. Household and
individual credit constraints can force many youth onto labor markets prematurely (i.e.,
without sufficient schooling) because acquiring further skills involves costs related to
education, transport, etc., as well as foregoing income earning opportunities. Liquidity
constraints and lack of property rights over land can also affect labor mobility, for instance,
migration from rural to urban areas during the agricultural low season. Self-employment is
often the main employment option available to youth, especially in low-income countries,
rural areas, and among disadvantaged groups; lack of financial capital holds back youth from

8 For example, agriculture is often seen as a sector of last-resort employment without any opportunities.
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entering more productive self-employment opportunities in farming or other activities. These
problems are exacerbated in rural areas where few commercial banks operate, and land titles
often are necessary to open a bank account. Finally, youth lack social capital with respect to
potential financiers, customers, and suppliers.

6. There also could be regulatory constraints to hiring youth (Kuddo, Robalino and Weber,
2015). For instance, employment protection legislation (EPL) that affect hiring and firing
procedures as well as the cost of workers (minimum wages and mandatory social benefits)
can have more negative effects on the propensity for firms to hire youth. Even in cases where
youth would be more qualified for a specific job, rigid firing and hiring procedures can protect
“insiders” at the expense of “outsiders” such as first-time job seekers. With rigid EPL,
employers may also be less willing to hire young people without work experience that are
considered “riskier” than older adults. These represent some broader labor market policy
interventions which are not considered in the framework for operationalization of integrated
youth interventions.

7. Beyond these constraints, social norms play an important role. Social norms, sometimes in
synergy with early family formation may constrain young women from working outside their
home. For some groups, families tend to put pressure on young women to stay at home and
take care of their siblings. In the case of early marriage and pregnancies, young women are
effectively removed from labor markets for similar reasons. Where women lack control over
their own income (subject to the “family tax”), the incentives to e.g. succeed and grow as an
entrepreneur can be low. Social norms may also constrain companies and business from hiring
poor youth, disabled youth, or youth at risk (Cho, Robalino, and Watson, 2014).

INTERVENTIONS TO ADDRESS SUPPLY SIDE CONSTRAINTS

In recognition of these constraints, many countries established a range of programs intended to assist
youth in connecting with jobs and income opportunities, as wage employees or self-employed, in rural
or urban areas. These programs include interventions focused on connecting active youth with jobs
and earnings opportunities and those attempting to activate youth who are out of the labor force. In
what follows we consider supply side focused interventions in four broad categories (i) training and
skills development programs; (ii) employment and intermediation services; and (iii) subsidized
employment interventions.® Increasingly, comprehensive programs combine several elements from
these categories (e.g. skills training combined with job search assistance, subsidized employment, or
microfinance for business start-up or expansion). There is a great diversity of programs within and
between these categories, reflecting the diversity of youth and their constraints.

9Following, for example, Robalino et al. (2013) or Cunningham, Sanchez-Puerta, and Wuermli (2010).
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Table 1

The Menu of Constraints and Interventions

Constraints

Possible ALMP Interventions

Evidence-Based Intervention

Mixed Evidence,
Theoretically Sound

Job-relevant
Skills Constraints

Insufficient basic
skills

Information about the value of
education

Second Chance
Programs

Technical Skills
Mismatch

Training “plus”/comprehensive
programs

On-the-job Training

Information on returns to technical
specialties

Behavioral skills Behavioral Skills Training

mismatch

Lack of Labor Slow job-growth Wage or training subsidies Public Service Programs
Demand Labor-Intensive Wage
Employment
Employer Affirmative Action Programs Subsidies to employers
Discrimination who hire target groups
Employee Mentoring
Job Search Job Matching Employment Services Technology-based

Constraints

information sharing
Skills Certification
Training Center
Accreditation

Signaling
Competencies

Social

Constraints on

Excluded-group Target excluded group’s participation

constraints

the Supply Side (ethnicity, gender,
etc.)
Source: Cunningham, Sanchez-Puerta, and Wuermli (2010)

Training and skills development programs intend to make workers more attractive to
employers by providing foundational skills, technical skills including practical application, work
place skills, etc. There is significant heterogeneity among programs in terms of content,
length, and beneficiaries. They can include technical and vocational skills training, soft skills
training, remediation/literacy/basic (cognitive) skills or entrepreneurship and business
management training, including rural extension services that disseminate information related
to agricultural technology and management practices to young farmers. They can be
implemented in both classrooms and on-the-job settings through apprenticeships or
internships. Training varies in length and rigor. Increasingly, more comprehensive programs
combine several elements, including technical skills and soft skills, e.g. teamwork, leadership,
communication skills, job search skills, work place values, self-confidence, respect for others,
health and safety training, and on-the-job training (Almeida, Behrman and Robalino, 2012).
These programs tend to cater either to the general population of unemployed, or to at-risk,
low-income youth, often early school drop-outs. The latter include the Jovenes type programs
which have been implemented across Latin America (McKenzie, 2017).

Employment and intermediation services create mechanisms that reduce costs of
information exchange between employers and youth. These services include: job search
assistance, through e.g. job/career counseling, job search skills training, referrals, employer
contacts, and recruitment services for employer; as well as information services through e.g.
ICT platforms, providing reliable and timely information on what jobs are available, what skills
are required, and the number and characteristics of jobs seekers. Employment services can

16



help youth identify job opportunities and market their aspirations and skills and help
overcome information gaps employers face when evaluating young applicants for a given
vacancy (Kuddo, 2012). They can also address spatial mismatched - transport subsidies,
combined with skills development training, accelerate rural youth’s mobility to take up
seasonal, or formal jobs in secondary towns (Bryan., Chowdury and Mushfig, 2014; Franklin,
2015).

3. Subsidized employment interventions connect youth with jobs by reducing labor costs. One
type of interventions are public works and services targeting low skilled and skilled youth,
respectively, with salaries subsidized by the government.’® Wage subsidies targeted to
employers can take several forms such as reduction in social security contributions, flat
payments, or payments as a share of negotiated wages. The subsidies can be given directly to
employers or follow the individual. In all cases, wage subsidies can be unconditional or have
conditionalities, for instance, applying only to first-time job-seekers, keeping the employee on
the payroll after the subsidy runs out, and/or restrictions in the total wage bill or the number
of workers to limit risks that employers simply replace an unsubsidized worker with a
subsidized one (Almeida, Orr and Robalino, 2014). Though wage subsidies may not create jobs
per se, they may influence who gets them. These programs could have long lasting effects on
employment (beyond the subsidy) if on-the-job training resulting in experience and
knowledge gained helps workers find employment elsewhere or raise their productivity above
minimum wages such that the employer makes a long-term offer, or gives the employer the
opportunity to find out about the quality of worker, i.e. remove information constraints
(McKenzie, 2017).

DO SUPPLY SIDE INTERVENTIONS WORK FOR YOUTH?

Overall, Active Labor Market Programs (ALMPs) have limited effectiveness in improving job
outcomes.! The amount of quantitative evaluations of supply side programs, using rigorous methods,
have increased rapidly in the past decade (Box 3). Most of the evaluations focus on two key outcomes:
increase in employment, and/or increase in earnings. Some also measure other aspects of jobs quality,
such as a change into wage employment from self-employment or unpaid work, or an increase in the
intensity of work (more hours worked per month, for example). The key finding from the growing
evidence base is that to date, supply side interventions have not been particularly successful in
increasing employment or earnings. A meta-analysis by Kluve et al. (2016), focusing on youth
interventions, found that just over one third of the 107 interventions included had a positive and
statistically significant effect on either employment or earnings. Their estimates did not suggest that
programs were more successful in creating employment than increasing earnings or vice versa.

Program characteristics matter for success. Low