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Abstract

The aim of this paper is to analyze youth unemployment and poverty in Romania. From this
preliminary descriptive analysis we can notice intercausality between unemployment of young
people and risk of poverty and social exclusion. Future study to estimate this causality using
econometric models will follow.

Index Terms —youth unemployment, poverty, quality of life

I.INTRODUCTION

Unemployment has devastating consequences in the lives of affected individuals. However, the
effects are more dramatic if we focus on youth labor force. As literature emphasize, an early
negative experience has a negative long-term impact on the labor market insertion of young
people (Déandcicd, 2014, Gurbuzer and Koseleci, 2008). Gregg (2001) pointed out that there is a
clear association between an early unemployment experience and long-term unemployment in
the adult life for men; for women the effect is minor. Buckley (2015) underlines that, a slow start
on the job market leads to lower lifetime earnings. International Monetary Fund warns that long-
term youth unemployment has a negative impact on individuals, causing skills erosion,
decreased quality of life and negative psychological effects. There are evidences about the link
between long period of unemployment as youth and large period of unemployment during
working lives (Gregg, 2001, O'Higgins, 2010) and earnings effects up to ten years after the early
unemployment period (Mroz and Savage, 2006). Also, the social consequences such as migration
(Bilan, 2014) and marginalization are important when we are trying to evaluate the long-term
effect of the economic downturn (Bartlett and Uvali, 2013).

According to European Labor Force Survey (2016), during 1995-2015 youth unemployment
doubled total unemployment. Social exclusion affects young people in particular. The aim of this
paper is to analyze youth unemployment and its relationship with poverty in Romania.
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II. YOUTH UNEMPLOYMENT IN ROMANIA

Since 1991, unemployment was officially acknowledged in Romania, with the promulgation of
Law no. 1/1991. The imbalances caused by transition to an open market economy and the
economic downturn led to a significant increase of unemployment in the early years of transition
(Danacica, 2014). The 2016 ILO unemployment rate of 5.9% places Romania below the average
EU28. During 2009-2013 the total unemployment rate has increased, as consequence of the effect
of financial crisis. The youth unemployment rate (15-29 years) is slightly higher than EU28
average, during all the 2002-2016 period (table I).

Table I. Dynamics of the ILO youth unemployment rate (15-24) for Romania and EU28 (%),
during 2002-2016

Country | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

EU28 18.1 18.3 18.7 18.7 17.4 155 | 15.6 19.9 21.0 21.7 23.2 23.6 222 20.3 18.7

Romania | 22.2* | 19.5* | 22.3 202 | 214 | 20.1 18.6 | 208 | 221* | 239 | 226 | 237 | 240 | 217 | 206

* break in time series. Source of data: Eurostat database.

In table II we have the dynamics of youth unemployment rate by age groups and urban-rural
area, for the 2002-2016 period. As we can notice from the data, youth unemployment rate began
to increase with the economic crises; the trend has continued to rise until 2014, for all three age
groups. Young individuals aged in between 15 and 19 years are in the most disadvantaged
position on the labor market. This situation is a consequence of the fact that Romanian
employers are looking for individuals with a previous work experience and a high level of
education and skills. For the young people group, with the age increase the unemployment rate
decrease. Youth unemployment in Romania is predominantly urban. The gap between urban
and rural area is very pronounced for individuals aged in between 15 and 19 years. As we can
also notice, the unemployment rate for young female aged in between 15 and 24 years is slightly
higher than male with the same age (table III). For the age group [25-29y] we have the opposite
situation. As Dandcicd (2014) pointed out, for youth unemployment, with the increase of
education and the presence of previous work experience, the gender gap decreases. Education
is a variable with a significant effect on the youth unemployment rate and youth
unemployment duration. The quality of education and its correlation with the employers needs
is an important factor in lowering the youth unemployment and social exclusion.

We have also variation of youth unemployment rate and duration by region (table IV). North-
West and West region are in the best position in terms of youth unemployment and the South -
Muntenia and the West Oltenia are in the opposite situation. Youth unemployment rate and
duration of unemployment are significantly affected by the economical development of a
region.

Table II. Dynamics of the ILO youth unemployment rate by age groups and area, 2002-2016 (%)

Year 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

15-19 274 | 251 | 29 25 291 | 274 | 283 | 316 | 271 |30.7 | 311 | 315 | 342 | 294 | 307

Urban 50 46.1 | 474 | 437 | 48.6 | 462 | 494 | 575 | 58 68.4 | 663 | 66.2 | 63.2 | 51.3 | 50.7

Rural 185 | 171 [ 195 | 165 | 20 199 | 209 | 234 | 186 | 179 | 21.8 | 235 | 256 | 243 | 258

20-24 196 | 165 | 178 | 174 | 177 | 173 | 151 | 173 | 21.1 | 225 | 20.8 | 221 | 21.8 | 19.7 | 18
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Urban 256 | 226 | 219 | 226 | 226 | 203 | 183 | 218 | 278 |28 275 1294 | 29 241 | 214
Rural 13 9.4 133 | 122 | 129 | 143 | 121 | 132 |15 174 | 146 | 157 | 161 | 164 | 158
25-29 9.8 8.8 9.2 8.4 9.2 7.5 6.5 8.3 9.6 9.6 103 | 106 | 105 | 102 |9
Urban 119 | 101 | 103 | 10 103 | 8.2 7 8.9 11.2 | 10.7 | 121 | 124 | 121 | 102 | 84
Rural 7 7.1 7.7 6.2 7.5 6.5 5.6 7.3 6.9 7.7 74 7.6 7.8 10.1 | 9.9

*Source of data: Romanian National Institute of Statistics, Tempo-Online database.

Table III. Dynamic of the ILO youth unemployment rate (15-29) by age and gender, 2002-2016

(%)
Year | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
15-19
Female | 243 |272 |27.7 | 255 | 305 | 30.1 | 29 31.6 | 283 | 30 305 | 31.7 | 344 | 343 |35
Male 294 | 239 | 298 | 247 | 283 26 | 28 31.7 | 264 | 313 |31.6 | 314 | 341 | 263 | 283
20-24
Female |20.8 | 164 |15.7 | 159 | 171 |15 15 16.6 | 209 | 225 |21.6 | 231 | 22.6 | 20.6 | 18.6
Male 188 | 165 | 193 | 185 | 182 | 188 | 151 | 17.7 | 212 | 226 | 203 | 215 | 21.3 | 19.1 | 175
25-29
Female | 10.8 | 6.9 8.2 7.5 7 6.4 4.7 6.1 8.8 10.2 | 8.6 9.4 9.5 8.6 7.9
Male 8.5 103 | 10 9.1 10.8 | 8.4 7.8 9.9 10.2 | 8.8 116 | 11.5 | 11.2 | 11.3 | 9.7
*Source of data: Romanian National Institute of Statistics, Tempo-Online database.
Table IV. Dynamic of the ILO unemployment rate (15-24) by region, 2002-2016 (%)
Regions Year
2002 [ 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [ 2009 [ 2010 | 2011 | 2012 | 2013 | 2014 | 2015 [ 2016
North-West | 187 | 165 | 171 | 177 18] 136 126 | 168 | 189 | 209 | 162 | 164 | 138 | 187 | 157
Central 212 [ 21,1 | 234 | 188 | 216 | 235 | 213 | 301 | 332 [ 358 | 319 | 321 34 | 284 [ 237
North-East | 184 | 141 [ 168 | 162 | 177 | 144 | 129 151 | 135 [ 122 | 125 | 121 | 124 | 93 [ 92
South-East | 245 | 172 | 225 ] 191 | 231 | 261 21 21| 261 [ 307 30 [ 294 [ 295 ] 293 | 289
South-
Muntenia | 275 | 229 | 258 | 228 | 247 | 233 | 196 | 236 | 292 | 329 30 | 324 | 338 | 323 | 298
Bucharest-
Tfov 247 | 262 | 209 23| 154 | 163 | 165 | 163 | 201 | 221 | 218 | 259 | 264 | 146 | 198
South-West
Oltenia 21,2 | 182 | 195 | 188 | 221 | 208 | 202 | 189 | 186 | 193 | 196 | 233 | 234 | 273 | 275
West 17,3 14 | 184 ] 178 ] 157 | 164 | 192 19 [ 201 21 | 202 24 | 273 ] 198 174

*Source of data: Romanian National Institute of Statistics, Tempo-Online database.

If we are looking at the data about the persons discouraged to find a job, provided by Romanian
National Institute of Statistics, Tempo-Online database, we can notice that young individuals

aged in between 15 and 24 years are in the worst position (Table V).

Table V. Dynamic of discouraged person to find a job (15-24) by gender, 2002-2016 (persons)

Year
2002 2003 2004 200 2006 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
5
414
Total | 102 | 1129 | 1015 | 886 | 5458 | 4219 | 219 | 393 | 541 574 501 553 500 380 18
883 | 94 44 71 6 1 21 67 01 84 01 47 00 61
Femal 163 367 232 251
o 528 | 6473 | 6005 | 469 | 2541 | 1996 | 671 | 54 284 90 322 341 304 37 47
11 5 3 21 7 1 3 38 24 45 30




) International Journal of Business Quantitative
*" | Economics and Applied Management Research

Volume-4, Issue-9, February-2018 ISSN No: 2349-5677

152 178
Male | 500 | 4825 | 4149 | 417 | 2916 | 2223 | 08 230 | 256 | 206 | 77 212 | 195 | 148 | 162
72 9 2 50 9 0 13 63 94 02 70 24 71

*Source of data: Romanian National Institute of Statistics, Tempo-Online database.

With the age increase, the number of discouraged person to find a job decrease. All this findings
show that youth unemployment is a major problem in Romania that requires attention from the
researchers and policy-makers. Unemployment it seems to be an inevitable step for a large
number of young individuals. This situation is dangerous and leads to negative log-term effects
from economic and social point of view. As Dandcicd (2014) underlined, a break in the normal
cycle, from school preparation to employment, reduces the knowledge acquired during the
studies and leads to a depreciation of self-esteem, exclusion and a significant economic loss of
the unused part of the young workforce.

ITII. POVERTY IN ROMANIA

According to Eurostat database, in 2015 and 2016 (provisional data), Romania has one of the
highest percent of people at risk of poverty or social exclusion from EU28. Young people aged in
between 15 and 29 years are a vulnerable group regarding poverty and social exclusion in EU28
and especially in our country. As we can notice from table 4, the age group 15-19 years is in the
worst position. Correlated with the above presented results, we can conclude that young people
are a vulnerable category in general and the individuals aged in between 15 and 19 years in
particular.

Table VI. The dynamics of the people at risk of poverty or social exclusion (%) in EU28 and
Romania, 2007-2016

Year | 2007 | 2008 | 2009 | 2010 [2011 [2012 [2013 [2014 [2015 [ 2016
EU28
Total - - - 23.7 243 [ 247 [246 |244 [238 |-
15-19 - - - 29.6 291 [310 [31.0 |308 [306 |-
15-24 - - - 29.5 296 [314 316 |315 [310 |-
15-29 - - - 27.2 282 296 [296 297 [292 |-
Romania
Total 47.0 44.2 43.0 415 409 |432 [419 [403 [374 |388*
15-19 483 51.1 48.4 473 481 |521 |516 [534 |531 |514*
15-24 45 45.9 44.7 4338 461 499 496 |498 |478 | 481*
15-29 433 43.1 4238 41.6 435 [474 466 [455 428 [443

*provisional data. Source of data: Eurostat database.

If we look at the database of Romanian National Institute of Statistics we can notice that the
relative poverty rate is the highest for individuals aged in between 0 and 17 years (38.1% in 2005,
the most recent data). Unfortunately we do not have a statistics about the relative poverty rate
for the age groups [15-19], [20-24], [25-29] or of data about inequality income by age, however we
can assume that young people are again in the most disadvantaged position, especially the 15-19

age group.
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Iv. ~CONCLUSIONS

The aim of this research is to analyze the link between poverty and youth unemployment in
Romania. For this preliminary descriptive analysis we can clearly notice intercausality between
the two variables, unemployment of young people and poverty. As a next step, we will deepen
our analysis and we will use econometric models to test a potential Granger causality between
them. Young people is a vulnerable group on the labor market, especially the individuals aged
in between 15 and 24 years, and this group needs a special attention and viable measures to
help their labor market integration and to avoid the risk of poverty and social exclusion.
Unfortunately, self-employment and other atypical form of employment are very poorly
developed in Romania and do not appear to serve as an alternative for young people first-time
job seekers. We also emphasize the need for viable strategies focused on job creation, labor
options, quality education, eradication of poverty and personal development opportunities to
allow youth population to successful labor market integration and a decent standard of living.
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