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The Employment of the Low-Skilled Youth in France

Youth unemployment is notoriously high in France, in particular for the low-skilled. Within the
EU, only the crisis countries of Southern Europe fare worse. This report delivered to the
French Council of Economic Analysis analyzes the causes and consequences of this
alarming trend. In addition, drawing on the available evidence on various measures that
could improve the current situation, concrete policies proposals are derived that cover the
areas of vocational education, second chance programs, job search assistance, income
support, employment subsidies and dismissal protection.
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By early 2013, nearly 1.9 million young people between 15 and 29 years of age, that is 17% of this age
group, were neither in education nor employment nor receiving any form of training in France. Although
the crisis has affected all developed countries, many of our European neighbours are experiencing youth
employment rates that are distinctly higher than ours. The level of education is the key factor in
determining the path the young person will take. There are currently some 900,000 young people who
have left the school system without qualification, and helping these young people to integrate into the
labor market is indeed a major challenge. In order to facilitate this process we would suggest two types of
measures be implemented - those designed to improve training for young people and support them on
their way to employment and those intended to stimulate job opportunities in the firms.

Vocational education by means of sandwich programs is still rather in its infancy in France, whereas in
Germany, this system is supported by all of the agents in the sector, including employers, unions and the
government. In fact, this is a path taken by half of all young Germans, as opposed to only a quarter of
young French people. Furthermore, the recent increase in apprenticeships in France relates to those with
qualifications, whereas efforts should be focusing on those without any qualifications. In order to avoid
any additional expense, we would suggest that the funds allocated to the so called “emplois d’avenir” be
redirected towards training young people without any qualifications, by subsidising 120,000 jobs with
sandwich training in the commercial sector and funding 75,000 full-time training courses as part of
‘second-chance’ programs.

Support for young people in great difficulty on their way to employment, a task primarily entrusted to
local initiatives, is hampered by a severe lack of means and management. The support available could,
indeed, be improved by calling upon the services of external service providers, among other things. In
order to encourage the young people concerned to adopt an approach that involves training and support
on their route to employment we would recommend that an earned income supplement be introduced
for young people in employment, payment of which should be dependent on various criteria and subject
to intensive support. The success of such a system is itself dependent upon the restructuring of the
support available and a threefold increase in the means allocated by the State to supporting young
people.

With regards to stimulating job opportunities, the minimum wage is undeniably detrimental to the
employment of the lowest-skilled of young people, which is why we would suggest introducing targeted
tax reduction measures including reserving the so called “contrats de génération” for those on a rate of
less than 1.6 times the SMIC (French growth-linked guaranteed minimum wage). This would result in the
freeing-up of resources that could then be reallocated to supporting young people.

Finally, the rise in the number of fixed-term contracts over the past twenty or so years has resulted in a
dual labour market whereby some jobs, i.e. those based on permanent contracts, are too secure whilst
others, that is those with fixed-term contracts, are anything but. This segmentation affects low-skilled
young people more than any other category of the working population. We would therefore recommend
simplifying the termination of the employment contract for economic reasons and adjusting company
contributions to reflect the number of jobs they destroy.



The challenge: nearly one million young people adrift

Today, nearly 1.9 million young people between the
age of 15 and 29 are Not in Education, Employment or
Training (NEET). These “NEET” represent almost 17%
of this age group. Although the economic crisis has
considerably worsened the situation of the young in
terms of employment, the proportion of “NEET”
among 15 to 29 year-olds has been, on average over
the last decade, the fourth highest in the OECD
countries, after Italy, Spain and Greece (Figure 1).
More serious still, around half of these young people,
some 900,000 are not looking for employment. They
are drifting.

This disastrous situation has been prevailing for
almost 30 years without any policy or employment
plan being able to improve it. However, foreign
experience, in Europe or elsewhere, shows that
nothing is inevitable: to improve the situation of the
youth, we must target resources at those who are in
difficulty, and fight, on a massive scale, the real
barriers. Despite the measures recently announced by

the governmentl, employment policies for young people remain badly focused. Unfortunately,

1. One in six young people is Not in Education,
Employment or Training (“NEET”)
Proportion of “NEET” young people between the age

of 15-29, by educational attainment, average 2002-2010, in %
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impetus, youth employment will remain too low and their unemployment will be too high.

To understand the problem, it is useful to begin by analysing the overall situation of young people, between
employment, education, unemployment and inactivity. It seems, however, that France has a specific problem
with youth employment. At only 30%, the employment rate between 15 and 34 year-olds is twice as low as in
Denmark; 1.5 times lower than the United Kingdom, the United States or Germany. When including young
people between the ages of 25 and 29 the comparison is not much better. This disengagement does not exist
for people aged between 30 and 54 for whom France is positioned above the OECD average (Figure 2). The low
employment rate for young people in France can be explained as much by a lower frequency of work among

youth who are still studying, as by a very large number
of unoccupied youth (Figure 3). Indeed, all the young
people who are not currently in employment are,
unfortunately, not all in education or training. Many
are unemployed or even inactive. It is this population
that is in a very precarious situation and experiences
the strongest difficulty in finding a job.

This employment deficit is detrimental to economic
activity and public finances. It also has lasting
consequences for career-paths. A recent study, that
followed 800,000 German vyouths for 24 vyears,
revealed that one additional day of unemployment
during the first eight years following entry to the job
market adds an average 0.9 day of unemployment
throughout the following 16 years but can add up to
6.6 days of unemployment for people more susceptible
to being affected by unemployment, such as those who
are less skilled.?

2. Employment rate
at the ages of 15-29 and 30-54
Average 2001-2011
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Education levels play a decisive role, when looking at 3. Whether young people are in education
- )

integration into employment. The employment rate of employed, unemployed or inactive
young people who have a higher level of education is Percentage of the population between the ages
more than 80% in the three years after leaving the of 15-29 according to status in 2010

education system, or practically the same level
reached by “adults”, compared to 30% for those who
have not gone beyond junior high school. Mirroring
this, 85% of inactive young people or unemployed
young people (the NEET) have not studied beyond il
senior high school and 42% have not gone beyond
junior high school (Figure 1).2 Since 2008 the economic o
crisis has, of course, reinforced these inequalities of
access to employment among young graduates and 20
non-graduates. It is essentially these young non- _
graduates who have seen their employment prospects 0
decline, with a fall in the employment rate of 10 points

upon leaving school.
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getting worse. More than 150,000 young people leave
the school system each year without any qualification,
or 20% per year group. Cumulatively, today there are Note: The NEET are those young people who are Not in Education,

. e . 4 Employment or Training. Some seek employment (unemployed) whilst
900,000 young people without any qualification.” To  giers do not (inactive).
really improve the situation of young people, the Source: OCDE Statistics.
school dropout rate, particularly high in France,
compared with other developed countries, must eventually be reduced. This key issue is worthy of specific
developments. We will focus here on low-skilled, young people and we will study the means of confronting the
two major obstacles they face in their professional integration: their capacity to acquire skills and to adapt to
companies’ needs and the lack of job offers from companies for them, and the segmentation of work contracts,
frequently limited to overly unstable jobs.?

Not in education and employed

Placing poorly qualified young people in public or non-for-profit sector jobs does not improve their capacity to
acquire skills or to adapt to the needs of companies. All studies® show this to be inefficient in terms of non-
assisted return to employment and indeed it has a stigmatising effect. To give them a second chance, the
following must be tackled head on:

e The inadequacies of vocational education, too difficult to access for unqualified young people;

e The shortcomings of job seeking support for the lesser qualified youth. To find a job or training
program, an unqualified young person must be funded, monitored and advised extensively. Many
foreign countries devote considerable resources to this activity. This is not the case in France.

In the short term, however, training and job seeking support are not enough. To quickly improve the situation
of poorly qualified young people, it is essential that companies offer jobs to enable them to begin a
professional career. For this, it is not effective to target policies towards all young people, independent of their
starting wage, as is the case for the newly introduced “generation contracts” (contrats de génération)7. To
improve the situation of low-skilled, young people, we must act on:

e The cost of labour on low wages and the absence of an income support for young people;
e The dualism of employment contracts which draws too tight a line between “unstable” jobs and

“stable” jobs and which makes it particularly difficult for young people to access stable
employment.



Vocational education and a second chance

Vocational education

Many studies, in France and abroad, show that
apprenticeship increases opportunities during the
transition from the educational system to
employment.® This is hardly surprising, as skills
training in conjunction with employment subsidies
in the private sector, is the most efficient way to
eventually ensure a return to sustainable, non-
assisted employment, whilst employment in the
public sector has no significant impact.9
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Germany, Austria and Switzerland have a dual
education system: besides the standard curricula,
they have a professional system which allows
combining work experience, learning on the job
and learning in class (Berufsschule in Germany).
Furthermore, this training makes up the main path
of transition from school towards employment. This
system relies on the support of employers, trade
unions and of the government for regulation and
funding. It also depends on unions accepting
apprenticeship contracts paid below the level of
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standard contracts, in exchange for a commitment from employers to offer practical training. In addition, the
support of the government involves not only developing vocational schools and training teachers, but also
offering preparatory training for young people who are not yet ready to begin apprenticeships. This “pre-
apprenticeship” training is crucial, as it is aimed at bringing young people up to speed on the fundamentals. It
helps them find a motivating path, and it is teaching them essential behaviour for acquiring an apprenticeship
with a prospective employer. Vocational training via apprenticeships is therefore widely recognised by young
people and their parents as a solid alternative to more traditional pathways, and is not seen as a failure.

The German apprenticeship model was developed
through close dialogue with the social partners, aimed
at establishing and regularly updating training courses
for each type of qualification. Every detail is discussed
and negotiated, including the duration of
apprenticeships, requirements for the final exam,
course content and pay levels. The capabilities of
instructors are regularly checked, and advice given to
companies and young people to guide the latter to
their exams. In a more general sense, the transition
from training to employment is promoted by
combining studies and employment: half of students,
whether on an apprenticeship or not, work during
their years of study. In Switzerland, Austria and the
Netherlands, the proportion is one in three, while in
France it is scarcely one in four (Figure 4). There is
therefore, significant room for maneuver on this front.
It should be noted that the number of young people
beginning apprenticeships has doubled in 20 years.
However, the increase in the number of
apprenticeships in the last ten years consists entirely of

5. Two in three people beginning an apprenticeship
already have a diploma,
compared to one in two 10 years ago
Flow of entry into apprenticeships by year
and by level of education on entry
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people who already have an equivalent or better diploma than the secondary school leaving exam (“BAC”, see
Figure 5). Of course, apprenticeships can be beneficial to young graduates. It is however essential to
significantly increase the funding of apprenticeships for unqualified young people in order to improve their



employment prospects.’® In a context of tight budgetary constraint, revenues from apprenticeship tax, valued
at €2bn per year, should be redirected towards unqualified young people, on whom spending is most efficient.
To this end, the ex-quota apprenticeship tax attribution rules should be changed so as to finance training at a
level below secondary school leaving exams.**

Direct subsidies to employers hiring apprentices are numerous today (exoneration of social security
contributions, hiring bonuses, bonus for companies with over 250 employees),12 which leads to a labour cost of
apprentices close on average to the cost in Germany. These subsidies could, however, be better targeted at
SMEs with between 50 and 250 employees, where there is a deficit of apprentices.™

The validation of vocational diplomas should also be reorganised by limiting the focus on general subjects,
which hinders access to certain professions for students who are weak in such subjects.** While reading and
mathematics are essential skills for the future of any professional, the proportion of academic subjects should
not be a hindrance to obtaining a diploma when the purpose of the diploma is not to provide access to higher
education.”

On all these issues, the social partners must be closely involved in order to offer the best reception to the
young people who are the furthest removed from employment.

Second chance programs

For teenagers and young adults who have dropped out of school, only long and intensive programs can help
them get back. This has been shown by evaluations of the US program Job Corps, which was founded in the
1960s and aims, in a very targeted and proactive way, at helping young people who have not completed
secondary education.’ It offers a complete range of training, in terms of basic education and non-cognitive
skills (socialisation activities), in order to obtain a certified qualification and a real chance of finding
employment after a whole year of training (over 1,000 hours on average). Above all, the young people are
guided and offered board. The program is expensive, at around $16,500 per participant. The participants
however fare better in terms of access to employment and pay. They are less likely to commit crimes and
require less training later. Besides its intensive and targeted nature, the success of this policy is a result of its
management method, which accentuates the obtaining of tangible results within each centre."”

France has been developing this type of scheme for several years, with the network of 70 second chance
schools (“Ecoles de la deuxiéme chance”, E2C), and since 2005, with the creation of Etablissements publics
d’insertion de la défense (State training centers EPIDE, 20 centers). Via programs lasting approximately one
year, these two networks offer educational refresher courses for young people who dropped out of school. The
cost of the E2C training is around €10,000 per year per student. The cost of EPIDE insertion is 3.5 times
higher'®, notably because EPIDEs have the advantage of offering housing, like the Job Corps, as well as non-
cognitive training and an income of €300 per month. However, resources remain far from sufficient: there are
only 2500 EPIDE places (one eighth of the initial plan), only 11,000 young people in E2C,*® and total expenditure
of €200mn; the skills acquired are poorly recognised by employers and, above all, the real effectiveness of
these programs has never been assessed, which limits their development. These alternatives need to be
developed urgently and their results must be evaluated. These programs are costly, but when used in a
targeted way, they can offer sustainable opportunities to the most deprived young people, as well as being a
profitable, long-term investment for society as a whole.

As a result, to improve training for young people in difficulty, we have developed the following two proposals,
aimed at redirecting expenditure for young people for an unchanged overall cost.

Proposal 1. Strike a new balance of apprenticeship expenditure in favour of unqualified
young people, notably by changing the rules of ex-quota attribution of apprenticeship
tax revenue, and minimize the proportion of general subjects in vocational skill
certification.



Proposal 2. Keeping a constant budget, reorient and expand the 150,000 so called
“emplois d’avenir” by aiming for, on the one hand, 120,000 so called “emplois d’avenir”
in the private sector financed up to 50% by the state and accompanied by part-time
training and, on the other hand, 75,000 full-time training positions in second-chance
programs (EPIDE and EC2). Planning an evaluation of this system would be advisable.

The cost of proposal 2 is in line with the provisional budget for the “emplois d’avenir’ of 2.4bn euro for a full

20
year.

Whilst waiting for this concerted development of apprenticeships and training posts, something needs to be
done for the almost 2 million “NEET” between the age of 15 and 29. Indeed, employment policies should
prioritize this population who is currently at risk.

Pathway to employment: a flawed system

Reinforce the pathway to employment for the young people in difficulty

In France, unlike other countries (Box 1), no such compulsory and specific system exists which would force the
public employment service to act in the favour of young, unskilled people looking for employment, and which
would really encourage these individuals to resume their studies, apprenticeships or training courses. In
principle, accompanying young people aged 16 to 25 who experience difficulties in finding a job is entrusted to
the “local missions” (missions locales) and to the orientations centers (Permanences d’accueil, d’information et
d’orientation, PAIOs). In 2011 the network of local missions welcomed 1.35 million young people between the
ages of 16 and 25, of whom almost 500,000 were seen for the first time. However this support is far from
intensive: in 2008 only 11% of the unskilled had at least one interview per month, and 50% only had 3
interviews in 12 months.?* This is a very unsatisfactory way to build a trusting relationship. Moreover, almost
40% of the young people having trouble finding employment wait more than a year before going to a local
mission, and over 60% who have come to a local mission are still searching for a job or training post six months
later. This observation is even more worrying as the local missions and PAIOs are entrusted with the
implementation of the “social integration contract” (CIVIS),?? a support contract towards long-term
employment targeting the Iess-qualified.23 Another worrying fact is the absence of a reliable system for
reaching these cut off young people.

As we can see, the structures and methods dedicated to supporting young people in difficulty are insufficient to
get the most disadvantaged individuals back on track.? The public employment service needs to be urgently
given the means to take charge in a targeted and intensive manner for these young people, so that a
professional relationship which looks at all aspects of employment is established (accommodation, transports,
self-confidence, training, job search). The ratio must not be less than 1 advisor for every 30 young people in
difficulty, as is the case in the best situations for a support system in France or abroad, and not 1 advisor for
every 100 as is the case today. To obtain this ratio, the support should be based on the network of local
missions and associations, and also use external service providers, where appropriate. In effect, a number of
systems exist abroad where external service providers are able to intervene considerably in terms of
supporting employment.

This joining of forces must go hand in hand with a frequent evaluation of these systems by independent
experts examining the counterfactual situation (“What would have happened without the chosen measures?”)
using modern scientific methods. In fact, the support system for the young people not only suffers from a lack
of means, but also from a serious deficit in management. The state, but also the local government and the
national employment agency (Péle emploi) contribute to the financing of the local missions. The latter are
mainly autonomous and in a de facto monopoly situation. The system for assessing the performance
implemented by the government has highlighted a great heterogeneity across the local missions in terms of
performance, which cannot be explained by the local economic situation. However the government does not
have the capacity to get rid of the resulting inequalities. Absent enhanced governance, the new tools for
supporting young workers will have little chance at succeeding in improving their situation.
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Proposal 3. Reinforce the means of the public employment service for the less qualified
young people, whilst relying on the “local missions” and external service providers
whose interventions would be coordinated by a unique administrative body.

The financing of the targeted reinforcement of the support scheme for the less-qualified young people can be
conducted, thanks to savings made on the “generation contracts” outlined in Proposition 5, see below.?

A minimum income scheme for young people

To give the young people in difficulty real prospects, it is desirable to couple reinforced support and improved
management with the possibility of entering into the minimum income scheme (RSA basic out-of-work
allowance and earned income top-up, Revenu de solidarité active, RSA), which would offer a real opportunity to
those with little means or those rejected by the education system. By keeping the minimum income scheme for
people of 25 years and older, France is almost an exception amongst European countries. Almost everywhere
in Europe,” young people have access to a minimum income scheme before turning 25. In France, the fear of
unoccupied youths emerging has hindered the consideration that young people under 25 years old can enter
the minimum income scheme. The consequence of this system is that half of the poorest 20% of the population
are aged between 15 and 29 years old.

Nevertheless, the examples of foreign countries show that a minimum income assistance can not only be used
to facilitate the autonomy of the young people but also to facilitate their access to employment. By really
“activating” the minimum income scheme, this objective can be achieved. In this way, the minimum income
scheme should be implemented from 18 years of age, but it should be made clear that there is an obligation to
search for employment, or the obligation to enter intensive programs with personalized support and, when
necessary, qualifying training.”’ For a young person entering into the minimum income scheme, this should be
for a full-time position, by intensively researching a job or by training to obtain the necessary qualifications for
vocational training to the required levels with a certificate of vocational proficiency. By so doing, there would
be a safety net for the more disadvantaged young people. The young people who failed at school or who were
unable to find a job would no longer be abandoned.

The creation of a “youth guarantee” announced by the government, which looks to give 100,000 young people
not in employment, education or training and living in poverty, access into employment or training is along
these lines.® However its success rests on the implementation of a tightened support, with specialist advisers
and the possibility of being directed to long and costly schemes. In fact, for a young unskilled person, looking
for a job with adequate training can often be a veritable obstacle course. It can be difficult to be motivated
when one has lost ones confidence in ones ability to succeed and when one does not feel equipped to deal
with employers (lack of skills, difficulty in expressing oneself, shyness, etc.). Support then aims at getting
confidence and motivation back throughout the process of looking for a job and/or training course. Such help
can be essential in the preparation for meeting with companies and training bodies, but also in finding
accommodation, means of transport or dealing with administrative paperwork. In this respect, the needed
support relates more to “coaching” than to typical individual interviews conducted by the national employment
agency or by the local missions. This type of support requires time and further resources which must be aimed
at the less fortunate ones. It is also necessary to exercise a real control over the young people’s participation in
these intensive programs, with the ability to suspend the minimum income benefit for those who do not fully
participate. This objective is not unattainable, but it is still a long way to go. From this point of view, the recent
experience of the “autonomy contract”, launched in 2008 on a small scale and which was based on most of
these principles, constitutes an excellent starting point which should be analyzed properly to ascertain whether
it works or not.

Proposal 4. Open up the possibility of getting the basic minimum income scheme (so
called “revenu de solidarité active, RSA” from 18 years old (instead of 25), as a sort of
“youth guarantee”, but conditional on the search for employment in a controlled and
sanctioned manner, that the support is individualized and, when necessary, that
appropriate qualified training is provided and participation compulsory.

8



The cost of this proposal has already been anticipated within the “youth guarantee” project, and will be
approximately 0.5 billion euro for 100,000 young people.

We have so far highlighted the systems likely to improve the ability of unqualified young people to acquire
skills and to adapt to companies’ needs. To significantly improve their outlooks, it is imperative to also act on

job offers.

Labour cost: a handicap for the low-skilled looking for work

The labour cost is a barrier for low-skilled young people
looking for a job. Numerous studies converge on this point
and demonstrate the detrimental impact on the
employment of young people of a minimum wage whose
cost is too high.?’ As a general rule, the studies on the
labour demand estimate that a 1% increase in the cost of
labour reduces the employment of the less-qualified, who
make up a large proportion of young people, by 1%.%

In France, the cost of a 20 year-old worker at the level of
minimum wage is the highest amongst the OECD countries,
after Luxembourg (Figure 6). A high legal minimum wage
would not create a major difficulty if the people without
qualification or professional experience in the workplace
were not so numerous. A significant number of our young
people are not sufficiently qualified to be able to cover
their hourly rate, which limits their chances of finding a
job.

Other countries that face this type of difficulty allow a
reduced minimum wage for young people in comparison to
adults. France has not made this choice, apart from certain
exceptions (youths under 18 years old and
apprenticeships). In Germany there is no national minimum
wage, but minimum remunerations are negotiated by area
and by profession. The government does not intervene in
the pay scales. The result is that 30% of low-skilled young
Germans in employment are characterized by a labour cost
worth between 7 and 10 euro (Figure 7).

Consistently, successive reports by the “Group of experts”
on the minimum wage, a commission introduced in 2009,
insist that it is necessary to manage the minimum wage
“prudently and carefully with to the aim of supporting the
income of poorer workers while controlling their wage
cost. If the minimum wage evolves too quickly it poses a
significant risk on employment and threats to affect those
it is designed to protect.

It would therefore be desirable in the future to reduce the
labour cost for low-skilled young people supported by
employers, without upsetting the overall objective and to
maintain purchasing power. This requires revising upward

6. Cost of worlk of a 20 year old on minimum wage
in the OECD countries that have a minimum wage,
in 2010
Hourly rate in US$ at the current exchange rate
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Notes: Costs excluding the specific system of apprenticeships;
* Country applying an hourly rate foryoung people (shown in this graph);
** Australia can apply a lower rate according to collective agreements
(not shown in this graph); for the other countries, the cost of work for a
20 year old corresponds to the nermal rate for minimum wage.

Source: Based on information from the OECD on minimum wage.
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the existing reductions in social contributions paid by employers at the minimum wage level, and upgrading the
permanent in-work benefit for low paid workers (“RSA chapeau”). This process has been in place for several
years and should be continued.*?

Indeed, numerous studies have shown that reductions in social security contributions create many more jobs if
they are targeted on lower wages.33 The reduction in social security contributions on higher salaries results
mainly in wage increases and has little effect on employment in general. This is why we feel that targeting
lower salaries is essential to the success of the policy aimed at stimulating the creation of low-skilled jobs for
young people.

Proposal 5. Focus the subsidy of the so calledF“contrats de génération” on salaries
below 1.6 times the minimum wage, to help hire young people on permanent contracts.
The allowance of 4,000 euro will therefore focus on the employment of low-skilled
young people on permanent contracts (which is currently very difficult), alongside with
keeping someone older in employment.

This focus would represent a saving of approximately 0.5 billion euro (50% of the annual cost of generation
contracts for a full year), assuming the 4,000 euro allowance on the minimum wage decreases linearly to 0 at
1.6 times the minimum wage. This saving can be used to finance the additional means devoted to the
placement and coaching of disadvantaged young people.

The dichotomy of fixed-term and permanent contracts: a system which
magnifies inequalities

Ideally, the job market should gradually compensate for inequalities deriving from education attainment by
allowing non-graduates to gain on the job professional skills. This, however, is not the case. In France, unlike
many comparable countries, the way the job market works is that, far from absorbing inequalities created by
different levels of education, it actually tends to exarcerbate them. In particular, the French job market is
structured in a dualistic manner: on the one hand, employees on open-ended contracts (Contrat a durée
indéterminée, CDI) are protected by too many rules, often too codified, leading to contentious litigation which
does not effectively protect the employee and which are too uncertain for employers; and on the other hand,
fixed-term contracts (Contrat a durée déterminée, CDD) offer terms and costs that are known in advance. This
dualism has increased since the early nineties.> Nowadays, more than 90% of hirings are on fixed-term
contracts.

In France, this segmentation of the job market affects young people more than elsewhere. In 2009, fixed-term
employment was five times higher for young people than for adults (Figure 8). This ratio is around 3 in
Denmark, the United Kingdom and the average in the OECD countries. Only in Austria, Germany and
Switzerland does the ratio exceed the one in France, but this can be explained by these three countries having
a long tradition of mixing studies with employment for young people (vocational training systems, see above).
For young people, temporary employment does not necessarily imply job insecurity, but can be seen more
often as a training period.

Historically, the development of the use of the CDD (fixed-term contract) coincided in France with the rise in
the rate of youth unemployment which reached 24% at the end of 2012. In Spain, where the proportion of
fixed-term employment is twice that of France, the unemployment rate is now above 20%, and above 40% for
young people. The reason why systems based on a strict separation between stable jobs and temporary jobs
creates such a high level of unemployment is now clearly known: essentially stable jobs prove to be “too”
stable and unstable jobs “too” unstable! As terminating a stable contract is expensive and entails legal
complexity which causes great uncertainty, companies will rely more on fixed-term contracts to select their
staff and to absorb fluctuations in economic activity. As this type of employment is so much easier, companies
are adopting it more and more. Many people therefore “turn” over short, or even very short CDDs, and, in
between two CDDs, they register as unemployed at the employment office. However, finding a job takes time,
especially when the public employment service is poorly equipped to cope with the permanent inflow of
candidates. Thus, the intensive use of CDDs tends to also inflate unemployment figures and incidentally,
unemployment insurance expenditure financed by social security contributions.
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In addition to being inefficient, this system is particularly unfair as it appears that the CDD simply acts as a
stepping stone towards stable employment only for the more qualified.>® This scenario also causes another
problem in that it is difficult to find accomodation or to get a mortgage if on a CDD, CDI holders always getting
priority. In contrast to this system, in Denmark where the termination of a CDI for economic reasons has been
simplified, the rate of unstable contracts among young people is twice lower than in France and the
unemployment rate is two to three times lower, depending on the year.

There are several ways to substantially improve the current situation. One of them is to provide incentives to
create CDIs in line with the cross-industry national agreement (Accord national Interprofessionnel, ANI) of 11
January 2013 on securing employment.®® Article 4 of the agreement provides for an unemployment
contribution surcharge for very short CDDs (less than 3 months), an incentive for companies to convert CDDs to
CDlIs by cancelling this surcharge in the case of CDI employment after a CDD, and a subsidy for hiring young
people on CDI in the first three months. This logic must be supplemented by more ambitious mechanisms,
which consist in modulating social contributions based on the cost added to unemployment insurance due to
the rotation of each company’s workforce, regardless of the type of employment contract.”’

The job market reforms undertaken since 2007 have failed to get close to this objective. The “conventional
termination”, introduced in 2008, allows the employee and the employer to terminate the employment
contract by mutual agreement, based on a much simpler procedure, which requires approval from the
employment administration, while allowing the employee to receive unemployment benefits. The
“conventional termination” has proved to be a great success. However, it has not changed the difference in
status between a CDD and a CDI, as it is still expensive to terminate the CDI for economic reasons when
employers and employees disagree. The simplification of the redundancy procedure set out in the ANI of 11
January 2013 will only marginally change the situation, especially for SMEs and VSEs. For several years now,
many proposals have been discussed to reduce the gap between stable and unstable jobs.*® Unfortunately,
progress has been minimal and major reform of employment protection is still needed.

In order to move forward we must resume the dialogue in order to find a new formula for the employment
contract that is supported by the social partners and is not in conflict with the Social Courts of justice.* This
formula should be based on two principles which are implicit in the different proposals above mentioned, but
which should be at the heart of the new system.

Proposal 6.1. Termination of the employment contract for economic reasons must be
simplified and secured; the court should not have any say on the appropriateness or the
merits of the economic reasons mentioned in support of the layoff.

Proposal 6.2. To avoid excessive contract terminations, employer social contributions
should be adjusted according to the volume of their job destructions, making them
responsible for the social consequences of their decisions and inciting them to limit the
number of short term jobs.

Conclusion

The employment of unskilled young people in France should receive special attention in terms of support, skills
training and labor costs. The dualism of the French labor market, which penalizes particularly these young
people, must also be corrected.
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The Employment of the Low-Skilled Youth in France

The Proposals

Proposal 1. Strike a new balance of apprenticeship expenditure in favour of unqualified young
people, notably by changing the rules of ex-quota attribution of apprenticeship tax revenue, and
minimize the proportion of general subjects in vocational skill certification.

Proposal 2. Keeping a constant budget, reorient and expand the 150,000 so called “emplois d’avenir’
by aiming for, on the one hand, 120,000 so called “emplois d’avenir” in the private sector financed up
to 50% by the state and accompanied by part-time training and, on the other hand, 75,000 full-time
training positions in second-chance programs (EPIDE and EC2). Planning an evaluation of this system
would be advisable.

Proposal 3. Reinforce the means of the public employment service for the less qualified young
people, whilst relying on the “local missions” and external service providers whose interventions
would be coordinated by a unique administrative body.

Proposal 4. Open up the possibility of getting the basic minimum income scheme (so called “revenu
de solidarité active, RSA” from 18 years old (instead of 25), as a sort of “youth guarantee”, but
conditional on the search for employment in a controlled and sanctioned manner, that the support is
individualized and, when necessary, that appropriate qualified training is provided and participation
compulsory.

Proposal 5. Focus the subsidy of the so calledF“contrats de génération” on salaries below 1.6 times
the minimum wage, to help hire young people on permanent contracts. The allowance of 4,000 euro
will therefore focus on the employment of low-skilled young people on permanent contracts (which
is currently very difficult), alongside with keeping someone older in employment.

Proposal 6.1. Termination of the employment contract for economic reasons must be simplified and
secured; the court should not have any say on the appropriateness or the merits of the economic
reasons mentioned in support of the layoff.

Proposal 6.2. To avoid excessive contract terminations, employer social contributions should be adjusted

according to the volume of their job destructions, making them responsible for the social consequences of their
decisions and inciting them to limit the number of short term jobs.
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Supporting young people in difficulty in several other countries

Many countries allocate considerable funds to supporting unemployed, young people. Since 1997 the United
Kingdom has offered a September Guarantee which is a suitable training course for all young people between 16
and 18 years old and who have left school.? To implement this scheme, it was necessary to centralize all information
stored by different bodies (public employment service, school, training bodies amongst others) in order to identify
the “drop-outs”, share this information at a local level and coordinate the actions to be taken according to the
situation and specific difficulties of each person.

Likewise in New Zealand since 2010 the Youth Guarantee offers training schemes and free courses to all young
people who drop out of school between 16 and 18 years old in the geographic areas where the unemployment rate
is high. For those not living at home with their parents, a new benefit, the Independent Youth Benefit, is offered to
those who resume their studies or training course. In Denmark since 1996, every young person under 25 years old
and unemployed for six months —and now for 3 months— and who has not finished his studies must complete an
education program for at least 18 months or lose unemployment benefit. This system has contributed to a
significant reduction in unemployment amongst young people in this country through education and training
programs.”

In Germany, a vast number of training programs have been implemented. These include measures such as school
training and work experience schemes to gain practical experience in the workplace. In the past decade the number
of young people in job-readiness training has been comparable to the number of all entrants in the apprenticeship
system.® Subsidized substitutes to apprenticeships are offered. In areas where the range of apprenticeship offers is
limited, as in the majority of East Germany, almost a third of apprentices are fully financed by the government.

* OCED Jobs for young people, 2010.

® Jensen P., M. Rosholm and M. Svarer (2003): “The Response of Youth Unemployment to Benefits, Incentives, and Sanctions”,
European Journal of Political Economy, 19(2), June, pp. 301-316.

¢ Report 2009 on Training-Information and the Analysis of the Development of Professional Training (Data report from vocational
training report 2009. Information and analysis of vocational training), Federal Ministry for Education and Research, Berlin 2009.
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