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4/2021 FORUM
The Corona Generation: 
(Not) Finding Employment during the Pandemic 

The coronavirus crisis has led to the sharpest economic downturn 
in modern times and poses unparalleled challenges to policy 
makers worldwide. Labor markets in particular have been hit hard 
by the pandemic and the accompanying containment measures 
implemented by governments. Many countries have faced high 
increases in unemployment rates. Therefore, national govern-

ments have reacted with multiple (financial) aid programs 
and policies for employers and employees that also differ 

across countries.

This edition of the CESifo Forum examines the la-
bor-market situation during the pandemic in several 
countries, putting special emphasis on how young 

adults have been affected.
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INTRODUCTION 

Young people have been hit hard by the current 
Covid-19 crisis. The correlation between youth unem-
ployment and economic downturns is well documented 
(Bell and Blanchflower 2011; Clark and Summers 1982; 
Dietrich 2013). As a consequence of the financial and 
economic crisis of 2008, youth unemployment in-
creased significantly, reaching 24.4 percent in 2013, 
the highest youth unemployment rate in the history 
of the EU 27 (Tamesberger and Bacher 2020). The cir-
cumstance that youth unemployment peaked five years 
after a recession shows the long-lasting effects of an 
economic crisis on the youth labor market and the im-
portance of quick and comprehensive policy responses 
at the national and supranational level. If political re-
sponses are too hesitant, like the EU youth guarantee 
in 2013 (Council of the European Union 2013), 
or policy interventions are restricted by fis-
cal consolidation (Heimberger 2020), youth 
unemployment will become a permanent 
problem. Entrenched youth unemployment 
has a wide range of negative scarring effects 
on the lives of young people (Bartley 1994; De 
Fraja et al. 2017; Morz and Savage 2006).

It seems that the European Commission 
(EC) has learned these lessons of the past be-
cause they already suggested on July 1, 2020—

just four months after the outbreak of Covid-19 cri-
sis—a proposal for a new European Youth Guarantee 
(EC 2020a). Even though this proposal seems prom-
ising, we emphasize in this article the importance of 
sufficient and fairly targeted EU funding. We propose 
introducing sufficient funding of EUR 70 billion per 
year to ensure fiscal relief for those countries that suf-
fer the most economically. Furthermore, we suggest 
a new formula-based co-financing model1 in order 
to guarantee solidarity between the member states.

THE EXTENT OF THE PROBLEM SO FAR

As a result of the recession, youth unemployment 
has risen in almost all EU member states, but not 

1 A first version of this model was published in Tamesberger and 
Bacher (2020).
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The Covid-19 pandemic and the accompanying policy measures implemented by gov-
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affected labor markets. As a consequence, most countries experienced sharp increases 
in unemployment rates especially at the onset of the pandemic. In many countries, the 
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hard. Furthermore, they analyze and propose policies mitigating these negative effects.
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as dramatically as expected (Tamesberger and 
Bacher 2020). Expansionary fiscal policy (Anderson 
et al. 2020) and the intensive use of short-time work 
(Schulten and Müller 2020) were able to prevent even 
more job losses. Youth unemployment among those 
aged 15–29 years increased in the EU-27 from 4.7 to 
5.1 million between 2019 and 2020, which means an 
increase of about 400,000 young unemployed people. 
The youth unemployment rate increased from 11.9 to 
13.3 percent (Figure 1). The youth unemployment 
rates vary between 5.3 percent in the Czech Republic 
and 29.8 percent in Greece. Spain and Italy reach val-
ues over 20 percent; their youth unemployment rates 
were already high in 2019 but have since increased, 
especially in Spain where the youth unemployment 
rate rose by 4.5 percentage points. 

The Czech Republic, Germany, and the Nether-
lands are the countries within the EU-27 with the 
lowest youth unemployment rates. However, even 
in these countries, youth unemployment rates rose 
by 1.6, 1.4 and 1.7 percentage points, respectively. 
Despite the Covid-19 pandemic undeniably hav-
ing a negative impact on youth unemployment in 
these states, it had already been an issue before the 
outbreak. 

Due to the limited relevance of the youth unem-
ployment rate, researchers focus on an additional 

indicator known as “not in employment, education 
or training,” abbreviated as NEET (Maguire 2013; 
Tamesberger et al. 2014). The underlying assumption 
is that NEET better captures young people who are 
at high risk of social exclusion. The number of NEETs 
increased from 9.1 to 9.8 million. The NEET category 
includes young people who are actively searching for 
a job (unemployed), as well as those who are inac-
tive or not looking for work. The increase of 700,000 
implies that both groups have increased: the rise in 
unemployed people amounted to about 400,000, while 
the number of inactive NEETs grew by about 300,000, 
resulting in a total increase of 700,000. 

In the year 2020, Italy had the highest NEET 
rate at 23.3 percent (Figure 2). Very high NEET rates 
were also observed in Greece (18.7 percent), Bulgaria 
(18.1 percent) and Spain (17.3 percent). In contrast, the 
Netherlands (5.7 percent), Sweden (7.2 percent) and 
Luxembourg (7.7 percent) had the lowest NEET rates 
in the EU-27 in the first year of the pandemic. Sweden 
and Luxembourg are especially interesting cases be-
cause they had relatively high youth unemployment 
rates but very low NEET rates. 

It should be remembered that this NEET phe-
nomenon already existed prior to the Covid-19 pan-
demic. The NEET group is heterogenous (Eurofound 
2016; Tamesberger and Bacher 2014). For example, 
Eurofound (2016) differentiates between the following 
groups: re-entrants, short-term unemployed NEETs, 
long-term unemployed NEETs, NEETS unavailable for 
work or training due to illness or disability, NEETs 
with family responsibilities, discouraged workers, and 
other inactive persons. A differentiated view is impor-
tant in order to be able to design programs tailored 
to individual target groups. 

THE EUROPEAN YOUTH GUARANTEE IN A 
NUTSHELL

In the face of the Great Recession, the European Un-
ion introduced a Youth Guarantee scheme in 2013 
to ensure that all young people under the age of 25 
would receive an offer of employment, continued 
education, an apprenticeship, or a traineeship within 
a period of four months of becoming unemployed 
(Council of the European Union 2013). Between 2014 
and 2020, the Youth Guarantee was partly financed 
to a total of EUR 12.7 billion from the EU budget 
(European Court of Auditors 2015; Andor and Veselý 
2018). Even though the aim of the European Youth 
Guarantee was reasonable, its implementation has 
caused problems. Rautner et al. (2019) mainly criti-
cize the insufficient funding, the inadequate target-
ing, the quality of the programs and the slow bu-
reaucratic start. Moreover, the European Court of 
Auditors highlighted the inadequacy of total funding 
as one of the risks to the successful implementation 
of the Youth Guarantee (European Court of Auditors 
2015).
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On July 1, 2020, the European Commission pre-
sented the Youth Employment Support package, which 
is based on on four pillars:

 ‒ a reinforced Youth Guarantee
 ‒ future-proof vocational education and training
 ‒ a renewed impetus for apprenticeships
 ‒ a number of additional measures to support 

youth employment

The new proposal (EC 2020a) for reinforcing the 
Youth Guarantee has been changed in the follow-
ing manner. It covers young people between 15 and 
29 years old (up from 25) and it aims to be more in-
clusive and provide more skills companies require. 
To tackle youth unemployment, there are different 
EU funds. It is intended that an additional approx. 
EUR 22 billion will be spent on youth employment in 
the form of the European Social Fund, Youth Employ-
ment Initiative investments and national co-financing  
(EC 2020a). 

In addition, the EC announced a program called 
“Recovery Assistance for Cohesion and the Territories 
of Europe” (EC 2020b). REACT-EU provides an addi-
tional fund of EUR 55 billion for 2020 to 2022. Youth 
unemployment is one criterion for distribution: “The 
REACT-EU funding will be distributed among Member 
States, taking into account their relative prosperity 
and the extent of the effects of the current crisis on 
their economies and societies, including on youth un-
employment” (EC 2020b, p. 1).

The European Economic and Social Committee 
(EESC 2020) points out that insufficient national ca-
pacity for co-financing may hamper the EU Youth 
Guarantee. Against this background, we suggest a 
concrete concept of formula-based co-financing for 
the European Youth Guarantee (see below).

The budget for the Youth Guarantee ought to 
be higher than the proposed EUR 22 billion. If this 
amount were available every year, it would mean EUR 
2,250 for each NEET young person. If the amount were 
for three years, the annual budget per NEET would 
be reduced to EUR 750. The budget of EUR 2,250 or 
EUR 750 is significantly below Eurofound’s proposed 
budget of EUR 6,670 (2013, adjusted for 2020: EUR 
7,140) for each NEET (Eurofound 2015, p. 72). Using 
the Eurofound budget for each NEET results in a fund 
of EUR 70 billion per year. This amount may be too 
high, but it can be used as a rough guideline. The EU 
Youth Guarantee can serve as a shock absorber similar 
to the proposed job guarantee by Tcherneva (2020). 
Accordingly, the budget of the EU Youth Guarantee 
can be raised in times of economic hardship, for ex-
ample, to EUR 70 billion and can be reduced in times 
of economic prosperity. 

It is important to point out that due to changing 
parameters, Eurofound’s estimations might need up-
dating. However, calculating our own estimate would 
go beyond the scope of this article.

FAIR DISTRIBUTION OF EU FUNDING

Our concept is inspired by ideas of formula-based 
financing for educational systems (Levacic 2008). 
One main component of formula-based financing is 
to provide those schools with additional resources 
that have more disadvantaged students. More  
equity and transparency are important advantages  
of formula-based financing (ibid.). One main cri-
tique is that the output is neglected (ibid.; Hanushek 
2003). In the long term, formula-based financing 
can integrate the output (outcome) as an additional 
component. 

On the one hand, our concept tries to avoid a 
substitution effect, i.e., that countries finance their ex-
isting programs and reduce their national budget, so 
that there is no additional effect. On the other hand, 
the model promotes solidarity among the countries; 
hence, countries facing high youth unemployment, 
or a high NEET rate should co-finance less. The fur-
ther elaboration assumes that the NEET young peo-
ple are the target group. It is based on the NEET rate 
in general and not on the increased NEET rate due 
the Covid-19 pandemic because all NEET youths, es-
pecially those needing an intense intervention, and 
not only those who acquired a NEET status during 
the coronavirus pandemic, should benefit from the 
Youth Guarantee. Nonetheless, it might be necessary 
to include the different economic, social and fiscal 
problems caused by the Covid-19 pandemic. This will 
be discussed later.

Our proposal is:

 ‒ If the NEET rate x is lower than a threshold  
xmin (x < xmin), the country co-finances cf = cmax. The 
country still receives 1–cmax from the EU.

 ‒ If the NEET rate x exceeds a certain threshold  
xmax (x > xmax), the EU will co-finance a higher per-
centage and the country only has to co-finance 
cf = cmin  (< cmax) percent of the Youth Guarantee. 

 ‒ If the NEET rate x lies within the interval  
(xmin, xmax), the country co-finances.

( )max
max min

max

min

min

c ccf c x x
x x

−
= − ⋅ −

−
. 

Figure 3 illustrates the underlying idea. The thresh-
olds cmax and cmin should avoid the free rider prob-
lem because countries are forced to invest their 
own money. On the one hand, cmax should not be too 
high in order to guarantee participation. The factor  

max

max

min

min

c c
x x

−
−

  and the thresholds xmin, xmax ensure soli-
darity. Higher values of max

max

min

min

c c
x x

−
−

  and of xmin, as well 
as a lower xmax value, express higher solidarity. Line 
B is characterized by lower solidarity than line A be-
cause the slope is flat and countries with higher NEET 
rates have to co-finance more (the thresholds are 
constant). 

CONTENT
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The contribution ci of a country to the fund is  
cj = nj . cmax . cfj . a, with ni meaning the number of 
NEET young people on a certain reference year, e.g., 
2021. cfi refers to the co-financing factor, a = to the 
scaling factor, if countries should on average finance 
a certain amount. If a > 1, the countries’ co-financing 
obligation increases so that the required limit can be 
reached (see line C in figure 3).

The model requires the four thresholds to be 
operationalized. They should be chosen so that the 
countries can implement sufficient programs on the 
one hand and that the EU can finance as much as 
necessary on the other hand. This is clearly a difficult 
task, but its solution may contribute to a sustainable 
youth policy in the long run.

After paying into the fund, each country receives 
an amount  sj according to the number of NEET young 
people nj, the purchasing power parities (comparative 
price level) pppj and a normalization factor b:

sj = nj . pppj . b.

The normalization factor guarantees that the sum   
is∑  is the amount of the total Youth Guarantee (e.g., 

EUR 70 billion per year). The integration of purchasing 
power parities considers the fact that labor market 
programs cause different costs among the countries 
due to differences in wages, operating costs, etc. that 
are reflected in the level of prices. 

The specification of the model’s parameters re-
quires further research. It might be useful to integrate 
additional social and economic factors as co-financing 
factors. Additional criteria might be the poverty rate 
as a measure of the social component and the general 
government gross debt as an economic component. 
Member states with a higher poverty rate and/or a 
higher debt rate should co-finance less because of 
their restricted means. Finally, factors could also be 
included to record how severely the Covid-19 pan-
demic has affected a country.

In this case, the co-financing factor contains four 
components (NEET rate, poverty rate, general govern-
mental gross debt, Covid-19 pandemic factor).

CONCLUSION

Although the Covid-19 recession has not caused youth 
unemployment and the NEET rate to rise as sharply 
as expected, reducing youth unemployment and the 
NEET rate is a political necessity at regional, national 
and European level. In the EU-27, there were around 
9.8 million young people in a NEET situation in the 
year 2020; 5.1 million were unemployed. 

Experience from the financial and economic crisis 
of 2008, when the rise in NEET numbers occurred not 
immediately but with a delay, suggests that a longer 
timeframe for action in the form of a Youth Guarantee 
is essential. This also appears necessary because it 
is difficult to assess whether sufficient jobs will be 
available after the Covid-19 crisis has passed.

We propose formula-based financing and distri-
bution for this fund. On the one hand, the concept in-
tends to avoid the substitution effect, whereby coun-
tries finance their existing programs with EU funds 
and do not undertake any additional efforts. On the 
other hand, the concept clearly promotes solidarity: 
countries that are more affected by the Covid-19 cri-
sis and the NEET problem should co-finance less in 
relative terms than countries that are less affected. 

Similar to the formula-based financing of school 
systems, the proposed model could promote trans-
parency and equity in EU funding. Finally, an EU Youth 
Guarantee with a sufficient budget and rational soli-
darity distributions would not only show that the EU 
cares about the next generation but also emphasize 
that the EU is eager to support economically strug-
gling regions.
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INTRODUCTION

Covid-19 and its fallout have had a staggering effect 
on labor markets around the world. In April 2020, the 
unemployment rate rose to a post-WWII record high 
of 14.7 percent (+ 10.3 percentage points from April 
2019) in the United States (Bureau of Labor Statistics 
2020). One group of workers that has been of particu-
lar concern to policymakers is the young, likely owing 
to their relatively fragile financial situations as well as 
the potential for long-term scarring effects of reduced 
employment during the pandemic (Schwandt and von 
Wachter 2020; Gould and Kassa 2020). In this paper, 
we examine the effects of the pandemic recession on 
young workers, whom we define as being 21–30 years 
old, relative to older age groups. In doing so, we use 
the techniques of our companion paper, Cowan and 
Garcia (2021), which analyzes how employment has 
changed over the course of the pandemic for all work-
ers by gender, race/ethnicity, and educational level. 
In this paper, we also examine how the experience of 
young workers has differed across categories within 
these classifications.

An important contribution of our approach is to 
compare how labor-market outcomes for individuals 
in several pre-pandemic months (February and April 
2019 and February 2020) relate to outcomes in the 
post-pandemic months of April 2020 (when unem-
ployment was at its highest point) and February 2021 
(when the pandemic began to recede in the US). This 
allows us to see whether pandemic differences in out-
comes vary in a meaningful way from pre-pandemic 

differences controlling for seasonal-
ity and pre-pandemic trends. We 

use data from the Current Pop-
ulation Survey (CPS), which the 
Bureau of Labor Statistics uses 

to track employment trends in 
the US over time.

Our analysis reveals that 
young workers were indeed ini-
tially more adversely affected, on 
average, than older age groups 

at the onset of the pandemic 
recession (April 2020). In par-
ticular, the gap in employment 
for 21–30-year-olds compared 

to 31–40-year-olds increased 
by about 3.5 percentage points 
in April 2020, which is about 
5.5 percent of the pre-pandemic 
employment rate among young 
workers. This effect is almost fully 

explained by the fact that young workers are dispro-
portionately in occupations and industries that were 
most negatively affected by Covid-19, such as the food 
service industry. Once we control for industry and 
occupation differences, the aforementioned effect 
shrinks almost to zero.

More fortunately for young workers, by February 
2021, the gap in employment relative to older workers 
had returned almost exactly to its pre-pandemic level. 
This is perhaps an encouraging sign that the US econ-
omy is already recovering to an extent that it is no 
longer hindering the labor-market prospects of young 
workers as a whole. However, this overall recovery 
masks differences within the group of young work-
ers, some of whom have not made a full recovery. We 
find in particular that workers with lower educational 
levels—specifically those with only a high-school di-
ploma or some college but no degree—experienced 
a larger initial drop in employment in April 2020, that 
this drop was not fully explained by their industry and 
occupation profile, and that the recovery of individ-
uals with these educational levels by February 2021 
had only been partial. This means that their employ-
ment gap relative to more educated young workers 
was still larger in February 2021 than it was prior to 
the pandemic. 

Once we have controlled for educational levels 
and other factors, we do not find that the pandemic 
has widened the gap in employment outcomes by 
race/ethnicity and gender among young workers. 
These results are largely consistent with our prior 
work for the entire workforce (Cowan and Garcia 
2021). We discuss the implications of our results in 
the Results section.

RELATED LITERATURE

Several studies show that the cyclicality of youth em-
ployment is stronger than that of older adults. Bell 
and Blanchflower (2011a) find that from 1970–2009 in 
OECD countries, youth (aged 16–24) employment rates 
change by 1.79 percent for each 1 percent change in 
adult (25–64) rates. In addition, they find that low-
er-educated youth were especially harmed by the 
Great Recession of 2008–9, partly because of their 
disproportionate share in the construction industry 
(Bell and Blanchflower 2011b). Hoynes et al. (2012) 
find similar results regarding the heightened cycli-
cality of youth employment since the 1970s using US 
data specifically.

Young workers, whose unemployment rate has 
been increasing faster than that of older workers over 
the past few decades, also experienced relatively high 
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unemployment rates at the onset of the Covid-19 re-
cession: in April 2020, when business closures, stay-
at-home orders and social distancing measures were 
implemented, more than a quarter of 20–24-year-olds 
were unemployed (Inanc 2020). The author suggests 
that some of the challenges that exacerbate youths 
vulnerability during the pandemic include their dis-
proportionate presence in industries (e.g., retail and 
hospitality) hit hardest by lockdown orders, inability 
to work from home due to the nature of their jobs, 
and major disruptions to the educational system in 
the US. 

The difficulties faced by young workers during 
Covid-19 are not confined to the US. Kikuchi, Kitao 
and Mikoshiba (2021) focus on Japanese data and 
again find that younger workers have been hit harder 
than older workers. This is consistent with the results 
in Hoehn-Velasco et al. (2021) for Mexican workers: In 
their study, the youngest individuals (15–29 years old) 
experienced the most substantial job loss due to the 
lockdown phase of the Covid-19 pandemic—but they 
were also the quickest to recover employment when 
lockdown orders were lifted. 

Our contribution to the recent literature on 
Covid-19 and the labor-market outcomes of young 
worker is twofold. First, we isolate the effects of the 
pandemic on young workers relative to older workers 
by comparing employment outcomes after the onset 
of the pandemic to outcomes in the year leading up 
to it. We also examine how effects in the early (April 
2020) part of the pandemic compare to effects in the 
late part of it (February 2021). Our second contribu-
tion is to examine how gender, race/ethnicity, and 
educational levels affect Covid-19-era employment 
for young workers specifically.

DATA

We use the Basic Monthly February (2019-2021) and 
April (2019-2020) CPS files to complete our analysis.1 

We show variable means by month for our young (aged 
21–30) and full samples in Tables 1 and 2, respectively.

As discussed in Cowan and Garcia (2021), we fo-
cus on two measures of employment for our analy-
sis: being “at work” (any work for pay or profit or at 
least 15 unpaid hours in a family business/farm) in 
the previous week as well as having worked full-time 
(at least 35 hours in all jobs) in the previous week. 
Individuals may be employed without having been 
at work in the previous week—these individuals are 
generally coded as “absent.” We do not group such 
individuals with those who were at work because, as 
noted in Montenovo et al. (2020), some workers who 
were temporarily laid off due to the pandemic appear 
to have been recorded as absent rather than laid off 
1 Data are obtained from IPUMS-CPS: Sarah Flood, Miriam King, 
Renae Rodgers, Steven Ruggles and J. Robert Warren. Integrated 
Public Use Microdata Series, Current Population Survey: Version 7.0 
[dataset]. Minneapolis, MN: IPUMS, 2020. https://doi.org/10.18128/
D030.V7.0 

(unemployed) by BLS surveyors. Thus, to avoid mask-
ing part of the disemployment effects of pandemic, 
we group absent workers with those who are unem-
ployed or not in the labor force.

METHODOLOGY

In the first part of our analysis, we use our full sample 
(individuals 21 years of age and older) to examine the 
effects of Covid-19 on young workers relative to older 
workers. Our regression model allows us to formally 
compare how different worker characteristics affect 
the probability of (full-time) employment over time. 
February 2019 serves as the baseline (omitted) month. 
Thus, we compare how each characteristic, such as 
age, affects the probability of employment in each 
successive month relative to its effect in February 2019. 
In this way, we can examine whether effects in April 
2020 (early pandemic) and February 2021 (late pan-
demic) differ significantly from what they were prior 
to the pandemic. Our regression equation is:

Yit = Xiα + γt + (Xi*Apr19i)β1 + (Xi*Feb20i)β2 + (Xi*Apr20i)β3  

+ (Xi*Feb21i)β4 + uit.
2

Yit represents an indicator for either being “at work” 
or working full-time (at least 35 hours per week) in 
a particular month for individual i in month t. The 
vector Xi contains individual characteristics includ-
ing dummies for age category, gender, race, Hispanic 
ethnicity, whether born in the US, presence of a dis-
ability, e.g., at least one limitation of the following 
types: hearing, seeing, cognitive, physical, mobility or 
personal care, whether married with a present spouse 
and its interaction with female, whether there are any 
children in the home and their interaction with fe-
male, veteran status, urban status, state of residence, 
and dummies for educational attainment, based on 
highest grade or degree completed. In some speci-
fications, we also include dummies for occupation 
and industry.3

The coefficients β1 and β2 tell us how certain 
worker characteristics, e.g., those between ages 21 
and 30, differentially affect employment in April 2019 
and February 2020 respectively, relative to February 
2019. Thus, for example, we can observe whether 
there is a pre-pandemic trend for young workers rel-
ative to older workers. The coefficients β3 and β4 tell 
us, for example, how young workers fare relative to 
older workers during the early pandemic (April 2020) 
and late pandemic (February 2021) compared with 
baseline (February 2019).

2 All regressions throughout the paper are weighted by the final 
basic CPS person weights, and standard errors in all regressions are 
robust to heteroscedasticity. 
3 There are 515 distinct occupations and 263 distinct industries 
among individuals in our sample. Occupation and industry codes are 
4-digit codes that correspond to the individual’s primary job in the 
previous week, if they had a job in the previous week. If the individu-
al was not currently employed, their most recent job was used to 
code their occupation and industry.
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In the second part of our analysis, we run the 
same regression models as in our first analysis but 
this time, focus solely on the sample of 21–30-year-old 
individuals, meaning that, in this case, age dummies 
are excluded from the set of independent variables 
in the regressions. This will allow us to examine how 
the characteristics of gender, race/ethnicity, and ed-
ucational attainment affect employment outcomes 
during the pandemic for young workers specifically. 
We focus on these characteristics given the attention 
they have received in the academic literature as well 
as popular media, e.g., Couch, Fairlie and Xu 2020; 
Shibata 2020; Long, Van Dam and Shapiro 2020; Weber 
and Fuhrmans 2020.

RESULTS

I. The Effects of the Pandemic on Young Workers 
as a Whole

For our first analysis, we present graphical re-
sults showing how coefficients for each age cate-
gory—21–30, 41–50, 51–60, 61–70, and 71+, with 31–40 
serving as the base category—interacted with April 
2019, February 2020, April 2020, and February 2021 
(February 2019 serves as the base month). 95 percent 
confidence intervals for these coefficients are also 

shown. As in Cowan and Garcia (2021), we include two 
sets of results: one that shows results without indus-
try and occupational fixed effects in the model, and 
one with these effects included. Doing this accounts 
for the fact that individuals from certain backgrounds 
may be disproportionately represented in occupations 
and industries that have been most affected by the 
Covid-19 crisis (Montenovo et al. 2020). The full set of 
regression results are available in the Online Appendix 
for this paper.

Figure 1 shows how the experience of workers 
of various ages differs in each period between Feb-
ruary 2019 and February 2021. The baseline (omit-
ted) group of individuals is those who are 31–40 years 
old. Before focusing in on the youngest individuals 
(21-30), we note a few things about older individuals. 
First, the experience of other prime-age working in-
dividuals (41–50 and 51–60) differs little from that of 
31–40-year-olds either before (April 2019 and Febru-
ary 2020) or after (April 2020 and February 2021) the 
pandemic. Second, the oldest individuals (61–70 and 
71+), who have much lower baseline probabilities of 
employment given that many have retired, experience 
an increase in employment relative to 31–40-year-olds 
at the onset of the pandemic (April 2020). However, 
this is purely a result of their industries and occupa-
tions being less affected by pandemic; once these are 

Table 1

Summary Statistics for the Young Sample (ages 21-30), by Survey Month
 (1) (2) (3) (4) (5)

VARIABLES Feb-19 Apr-19 Feb-20 Apr-20 Feb-21

In the labor force 0.80 0.79 0.80 0.74 0.78

At work 0.73 0.74 0.74 0.55 0.69

Absent from work 0.02 0.02 0.02 0.05 0.02

Unemployed 0.04 0.04 0.04 0.14 0.07

Work hours last week 27.74 27.94 27.86 20.27 25.82

Rural 0.15 0.15 0.15 0.14 0.15

Female 0.50 0.50 0.50 0.50 0.50

White 0.73 0.73 0.73 0.73 0.73

Black 0.15 0.15 0.15 0.15 0.15

Asian 0.07 0.07 0.07 0.07 0.07

Other race 0.05 0.05 0.05 0.05 0.05

Married 0.23 0.23 0.22 0.22 0.21

Veteran 0.02 0.02 0.02 0.02 0.02

Children in household 0.23 0.24 0.21 0.21 0.21

Born in US 0.84 0.85 0.85 0.86 0.87

Hispanic ethnicity 0.21 0.22 0.22 0.22 0.22

Has disability 0.04 0.04 0.05 0.05 0.05

Less than high school diploma 0.07 0.07 0.06 0.06 0.06

High school diploma 0.27 0.28 0.28 0.27 0.28

Some college 0.34 0.34 0.33 0.34 0.32

College degree 0.25 0.25 0.26 0.27 0.27

Advanced degree 0.07 0.07 0.07 0.07 0.07

Observations 14,245 14,260 14,043 11,309 12,815

Notes: All numbers displayed are means weighted with final basic CPS person weights.

Source: IPUMS-CPS, University of Minnesota, www.ipums.org.
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controlled for, the likelihood of employment for the 
oldest shrinks relative to the age 31–40 group. This is 
consistent with some older workers leaving employ-
ment temporarily to reduce their risk of contracting 
Covid-19. By February 2021, the gap in employment 
between older individuals and the base group had 
returned to its pre-pandemic (February 2019) level.

We now focus on the youngest individuals in our 
sample. In the two periods we measure after February 
2019 but prior to the pandemic (April 2019 and Febru-
ary 2020), there is very little if any difference relative 
to baseline for the young. This indicates that younger 
individuals were not trending away from older ones 
in terms of employment before the pandemic arose. 
This is in contrast to what happens in April 2020, when  
21–30-year-olds experience a 3.5 percentage point 
decline in their likelihood of employment relative 
to 31–40-year-olds. This is apparent on the left side 

of Figure 1 (without controlling for industry/occupa-
tion effects). On the right side of the figure, which 
shows what happens when industry/occupation ef-
fects are included in the model, we see that this gap 
is reduced to almost zero. This strongly suggests that 
young workers had an unfavorable industry/occupa-
tion profile as far as the pandemic was concerned: 
industries and occupations in which young workers 
were strongly represented were hit harder by the early 
pandemic.

As seen in Figure 1, by February 2021, the gap 
in employment between young and older individuals 
had returned to its February 2019 baseline level. This 
suggests that some combination of economic recovery 
in initially hard-hit industries/occupations and young 
worker movement from one industry/occupation to 
another has offset the initially disproportional effects 
of the pandemic on young workers, at least in terms 

Table 2

Summary Statistics for the Full Sample (age 21+), by Survey Month

 (2) (4) (6) (8) (10)
VARIABLES Feb-19 Apr-19 Feb-20 Apr-20 Feb-21

In the labor force 0.65 0.65 0.65 0.62 0.63

At work 0.61 0.61 0.61 0.49 0.57

Absent from work 0.02 0.02 0.02 0.05 0.02

Unemployed 0.02 0.02 0.02 0.09 0.04

Work hours last week 23.95 24.28 24.09 18.76 22.27

Rural 0.17 0.17 0.17 0.17 0.17

Female 0.52 0.52 0.52 0.52 0.52

Age 21-30 0.19 0.19 0.18 0.18 0.18

Age 31-40 0.18 0.18 0.18 0.18 0.18

Age 41-50 0.17 0.17 0.17 0.17 0.16

Age 51-60 0.18 0.18 0.17 0.18 0.17

Age 61-70 0.15 0.15 0.16 0.16 0.16

Age 71+ 0.13 0.13 0.14 0.14 0.14

White 0.78 0.78 0.78 0.78 0.78

Black 0.13 0.13 0.13 0.13 0.13

Asian 0.06 0.06 0.06 0.06 0.06

Other race 0.03 0.03 0.03 0.03 0.03

Married 0.54 0.53 0.54 0.55 0.53

Veteran 0.08 0.08 0.08 0.07 0.07

Children in household 0.39 0.39 0.38 0.39 0.38

Born in U.S. 0.81 0.81 0.81 0.81 0.81

Hispanic ethnicity 0.16 0.16 0.16 0.16 0.16

Has disability 0.12 0.13 0.13 0.12 0.12

Less than high school diploma 0.10 0.10 0.09 0.09 0.09

High School diploma 0.28 0.28 0.28 0.27 0.28

Some college 0.27 0.28 0.27 0.27 0.26

College degree 0.22 0.22 0.23 0.23 0.23

Advanced degree 0.13 0.12 0.13 0.13 0.13

Observations 89,036 89,084 88,167 76,368 81,942

Notes: All numbers displayed are means weighted with final basic CPS person weights.

Source: IPUMS-CPS, University of Minnesota, www.ipums.org.
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of whether a person is employed. In Figure 2, we show 
age effects pertaining to full-time employment (rather 
than any employment) over time. The results are qual-
itatively similar to what we find for any employment.

II. The Effects of the Pandemic on Young Workers 
of Different Types

We now turn our attention to how the pandemic re-
cession has affected young workers in terms of their 
gender, race/ethnicity, and educational attainment. 
These results are displayed for the probability of 
employment in Figures 3, 4 and 5, respectively (full-
time employment results are not shown for the sake 
of brevity but are similar to their “any employment” 
counterparts and are available upon request).

Figure 3 shows how employment differs for fe-
males relative to males from before to during the pan-
demic. We also interact an indicator for female with 
“married” and “children in the household” to see if 
those factors affect women differently than men over 
the course of our sample period. Among this group 
of young individuals (21–30 years old), we do not find 
evidence that single, childless women had a differ-
ent pandemic experience from single, childless men 
(whether industry/occupation controls are included 
or not). Furthermore, being married or having chil-
dren in the household does not have a significantly 
different effect on women than it does on men in 
any period following the February 2019 baseline. We 
stress, however, that what is shown in these figures 
are effects relative to baseline differences: it is cer-
tainly the case that married women and women with 
children are less likely to be employed than similarly 
situated men at baseline. We simply find that those 
gaps do not change over the course of our sample 
period, including during the pandemic.

In Figure 4, we consider how black, Asian and 
“other race” individuals compare to whites and how 
Hispanic individuals compare to non-Hispanic ones.4 

With only a few exceptions, we do not find statisti-
cally different effects in any period for these groups 
relative to their respective base group. We note, how-
ever, that our confidence intervals tend to be fairly 
wide (especially without industry/occupation controls) 
for these groups owing to their relatively small sam-
ple sizes. Again, this only shows that baseline differ-
ences, which are substantial in some cases, such as 
for black individuals, across race/ethnicity categories 
have not changed significantly from before to during 
the pandemic.

Our last analysis focuses on the experience of 
young individuals according to educational attain-
ment. We consider those with less than a high-school 
diploma, a high-school diploma only, some college but 
no degree, and a 4-year college degree (the omitted 
group is individuals with advanced degrees, the high-
est category). Figure 5 shows the results. In the two 
periods before the pandemic, individuals with a high-
school diploma and those with some college did not 
experience a deterioration in their relative employ-
ment compared with the most highly educated group. 
However, these two groups saw a stark drop in their 
relative employment rate in April 2020 by between 
11 and 12 percentage points, without accounting for 
industry/occupation effects. This is roughly two-thirds 
of the February 2019 “at work” gap between these 
groups and the highest educated group, a very large 
effect. The industry/occupation profile of these groups 

Notes: Based on Table A.1 in the Online Appendix. February 2019 is the base month. The omitted age category is 
individuals who are aged 31-40. Point estimates and 95% confidence intervals displayed.
Source: IPUMS-CPS, University of Minnesota, www.ipums.org; Figures based on authors’ regressions.
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Figure 1

Notes: Based on Table A.2 in the Online Appendix. February 2019 is the base month. The omitted age category is 
individuals who are aged 31-40. Point estimates and 95% confidence intervals displayed.
Source: IPUMS-CPS, University of Minnesota, www.ipums.org; Figures based on authors’ regressions.
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4 The “other race” category in this analysis includes many groups 
combined due to relatively small sample sizes among each of them. 
They include American Indian/Aleut/Eskimo, Hawaiian/Pacific Is-
lander, and many categories in which the respondent marks more 
than one race. Altogether, this category makes up about 3 percent of 
our sample.
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explains only about half of these effects (see the right 
side of Figure 5).

It is worth noting that the least-educated group 
(less than a high-school diploma) also see a rela-
tive employment drop in April 2020, but it is smaller 
(6.5 percentage points), not statistically significant at 
the 5 percent level, and fully explained by industry/
occupation effects. These results are consistent with 
Montenovo et al. (2020), who find unemployment in 
the wake of the onset of COVID increases most for 
these “middle” educational categories (high-school 
diploma and some college). This may partly be a re-
sult of workers in the lowest educational category 
being more likely to be designated as “essential” in 
the early part of the pandemic than workers with a 
somewhat higher level of education (Blau, Koebe and 
Meyerhofer 2021). 

Concerningly, in February 2021, the gap for those 
with only a high-school diploma—who make up about 
28 percent of our sample—was still 5.6 percentage 
points higher than it was prior to the pandemic. 
In contrast to the early-pandemic situation, this 
late-pandemic gap is almost fully explained by in-
dustry/occupation differences. This longer-run effect 
of the pandemic would be especially concerning if it 
were causing workers human capital to depreciate 
and/or leave the labor force due to discouragement 
(Dinerstein et al. 2020). It is possible that some of 
these workers have used the pandemic recession as 
an opportunity to further their formal education or 
other training, perhaps contributing to the effect we 
find in February 2021 (Yahoo Finance 2020). What the 
full long-term consequences of the disproportionate 
burden the pandemic and the policy responses to it 
have placed on workers in these lower-educational 
categories remains to be seen.

CONCLUSION

We analyze the plight of young workers during the 
Covid-19 pandemic in the United States. We draw two 
major conclusions from this analysis: First, there was 
a temporary downturn in employment of young in-
dividuals as a whole relative to older people at the 
onset of the pandemic (April 2020), but this change 
had disappeared by the later stages of the pandemic 
(February 2021). Second, among young individuals, 
those with lower (but not the lowest) educational 
levels experienced an acute negative employment 
effect during the early pandemic that had not fully 
disappeared by February 2021. 
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INTRODUCTION

Economies around the world are suffering from the 
effects of measures to contain the coronavirus. Par-
ticularly, the labor markets were hit hard. Unemploy-
ment has been rising, and the stock of vacancies has 
declined. To understand the impact of the coronavi-
rus crisis on the functioning of the labor market, it 
is important to not only look at unemployment and 
the stock of open vacancies, but also at the search 
behavior of employees and employers. Relatedly, this 
article sheds light on search processes from various 
perspectives. We take a closer look at search intensity, 
placement processes and on changes in the search 
behavior across industries. 

Studies analyze the labor market effects of the 
coronavirus crisis from various perspectives. For 
instance, Coibion et al. (2020) use a US household 
survey to document several facts on unemployment 
and participation. They find that the job loss in the 
US was massive, but that people who lost their jobs 
were not actively searching. Furthermore, they point 
out that the participation rate declined much more 
than in the Great Recession. Campello et al. (2020) 
rather focus on the firms’ perspective and explore 
changes in vacancy posting behavior in the US. Their 
paper shows that the pandemic leads to down-skilling 
because fewer high-skilled positions are posted, and 
that hiring is also hampered. Bauer and Weber (2020) 
assess the impact of the pandemic on labor market 
flows between employment and unemployment for 
Germany. The results indicate reduced hiring dynam-
ics. The findings of these papers imply that the main 
challenge in the light of the pandemic is to strengthen 
the recovery by boosting hiring. 

However, little is known so far about how the 
coronavirus crisis has changed search processes and 
behavior in the labor market. To provide insight on 
these topics, we analyze big data for Germany. We 
evaluate how often the job exchange website of the 
German Federal Employment Agency (FEA) and its 
placement platform have been accessed for search 
or placement activities. We find that both search in-
tensities and placement activity significantly explain 
job findings. With LinkedIn data we assess whether 
the Covid-19-crisis changes the allocation of matches 
by having a look at the changes across industry sec-
tors in applications (see Bauer et al. 2020 for more 
information). Such sectoral imbalances can cause 

rising aggregate unemployment 
(Lucas and Prescott 1974, Lilien 
1982). In this respect, the data 
can give indication whether the 
natural rate of unemployment 
could rise in the aftermath of 
the crisis. 

Further, we are able to ob-
serve whether workers apply for 
jobs at the same seniority level1 

as before the crisis or whether 
the workers are willing to make 
concessions that might hamper 
their career progress. That can be 
linked to the questions whether 
match quality rises or declines 
in recessions, i.e. if the recent 
recession is cleansing or sully-
ing (see, for instance, Foster et 
al. 2016). 

SEARCH AND PLACEMENT 
DURING THE CORONAVIRUS 
PANDEMIC

Data Basis

The FEA, as the central place-
ment agency for the unem-
ployed in Germany, operates an 
online job exchange platform, 
where job seekers (JS) search and 
apply for jobs or offer their labor, 
and firms (F) can find suitable 
workers or place job offers. Once 
job seekers or companies visit 
this job exchange platform, the 
aggregate online traffic is saved. 
This allows us to measure the re-
spective search intensities (IJS 

and IF). 
In addition to job seekers 

and firms, there is a third key 
actor in the matching process: 
the FEA’s employment agents 
(EA). They screen the supply and 

1  Job Seniority describes the rank and is 
determined by a member’s job title. The cat-
egories are as follows (ranked high to low 
seniority): Owner, Partner, CXO, Vice Presi-
dent, Director, Manager, Senior Individual, 
Contributor, Entry, Training, and Unpaid. 
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demand side of the labor market via the placement 
software VerBIS to identify and propose potential 
jobs to jobseekers or suitable candidates for vacant 
positions. By measuring the placement intensity of 
employment agents (IEA), we are breaking new ground 
in data collection. 

Throughout this analysis, we use “activated vis-
its,” which means that we count online activities 
where a visitor engages beyond merely opening the 
website. Activated visits thus represent qualified 
traffic in the online job exchange. Furthermore, this 
procedure helps to exclude unwanted online traffic, 
e.g., by bots. 

In terms of quality, our measures for online ac-
tivity are based on a high number of observations. 
Moreover, with just one day of processing, data are 
available almost immediately. This makes them par-
ticularly valuable in times of severe economic crisis, 
especially during the Covid-19 pandemic. In contrast, 
standard labor market data is usually available on a 
monthly or quarterly basis and often with significant 
delays. In summary, the data introduces a range of 
possibilities, both for research and for forecasting. 
It is an opportunity for faster political consultation 
allowing quicker responses.

Results

For each of the three labor market actors described 
above (job seekers, firms, employment agents) we 
calculate two activity measures:

 ‒ daily online visits, which indicate the respective 
(qualified) overall activity on the corresponding 
websites. 

 ‒ search intensities. To do so, we divide total activ-
ity by the seasonally adjusted number of unem-
ployed (in case of IJS), of vacancies (in case of IF), 
or by the sum of both (in case of IEA). 

Figures 1 to 3 show the results for the period be-
tween 5 January and 13 July 2020. This covers the 
period before, during and after the extensive contain-

ment measures of the first lockdown. The light-grey 
lines show total online activities, which are subject 
to strong weekday-related fluctuations. To eliminate 
these weekday effects we also show the 7-day moving 
average (solid black lines). The dotted lines show the 
respective search or placement intensities.

Based on the 7-day moving average, the level 
of employer search activities in the weeks before 
the strong containment measures was just over 
0.5 million visits per day. After 7 March (0.52 million),  
average search activity collapsed until it reached a 
low point at 0.29 million on 25 March, 2020, a de-
cline of 44 percent. In the last week of April, a re-
covery was noticeable due to a loosening of con-
tainment measures; by July 13, online search activ-
ity by employers had risen by 33 percent to around  
0.39 million visits per day. However, this still left 
a difference of 25 percent compared to pre-crisis  
levels. Taking into account that the number of va-
cancies fell significantly over the same period, the 
picture is similar concerning the drop: between 
March 7 and 25, search intensity by employers fell by  
42 percent (from 0.745 to 0.434 daily views per va-
cancy). During the subsequent phase of recovery, 
search intensity increased more sharply: by 13 July, 
with 0.689 daily visits per vacancy, 92.5 percent of 
the pre-crisis level had been reached again. The re-
sults also confirm previous studies that find pro-cy-
clical search behavior for companies (e.g., Davis et 
al. 2013).

Job seeker search patterns show a more com-
plex picture. The number of activated visits initially 
also fell sharply from 4.44 million on 6 March to  
2.40 million on 17 March, but then rose rapidly within 
a few days to 5.57 million on 29 March, only to settle 
below pre-crisis levels between 2.8 and 4.3 million 
visits.

Search intensity, controlling for the significant 
increase in unemployment over the same period, 
shows a similar pattern, although no recovery ef-
fects are apparent. By the end of the sample period, 
1.04 daily visits per unemployed were recorded, prac-
tically unchanged from the low-point of 17 March  
(1.03). Several effects could play a role in the ob-
served development of search intensity. Theoreti-
cally, two mechanisms are conceivable. First, lower 
job prospects in bad economic times could discour-
age job seekers (DeLoach and Kurt 2013). Second, in-
tensified searches could compensate for the threat of 
a reduction in household prosperity (ibid.) or lower 
probabilities of meeting and matching (Mortensen 
1987). We argue that, especially in the initial days 
after the lockdown, intensifying job searches was 
not a top priority and therefore search intensity in-
itially decreased. Subsequently, the compensatory 
effect seems to have been dominant until the end 
of March, whereas discouragement may have rapidly 
become more relevant from April onward due to the 
severity of the crisis.
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The number of activated visits on VerBIS by em-
ployment agents also show clear coronavirus effects. 
Placement-related visits fell from 1.53 million per day 
on March 5 to 1.00 million per day on March 17, corre-
sponding to a decline of 35 percent. By July 13, this 
figure had recovered by 28 percent to 1.28 million, 
thus making up for around half of the decline. Place-
ment intensity also suffered a sharp initial decline of 
35 percent, whereas the subsequent recovery was 
slower. By the end of the observation period, only 
71 percent of the pre-crisis level had been reached. 
The sharp drop in placement intensity is likely due to 
prioritizing the processing of short-term work appli-
cations. Consequently, agents had less capacity for 
genuine placement activities. 

The observed declines in search and placement 
activities are relevant for labor market flows, espe-
cially for outflows from unemployment into employ-
ment (matches). In April and May 2020, these fell by 
48 percent, while vacancies only fell by 16 percent. 
According to a typical labor market matching func-
tion, which explains matches by the number of un-
employed and vacancies, this should not be the case: 
The elasticity of matches with respect to vacancies 
is usually around 0.3 (not 3) so that matches should 
actually react much less strongly than vacancies. By 
measuring the search activities, our study provides 
a crucial piece to explaining this puzzle: Matching 
efficiency, which includes search and placement in-
tensities, has decreased significantly throughout the 
Covid-19 pandemic.

IMBALANCES ACROSS INDUSTRY AND 
EXPERIENCE LEVEL

Data

We build our analysis on comprehensive data of the 
career network LinkedIn, a platform that is used for 
professional networking by workers and firms. While 
firms are posting jobs, workers seeking for jobs might 
send applications. After registering on LinkedIn, mem-
bers create a profile, which is similar to a resume and 
add information about work experience, competencies 
and education. 

We examine premium job postings, which are 
postings that are paid for by the firm. This rules out 
duplicates and ensures up-to-dateness. Furthermore, 
we use applications from members within Germany, 
i.e., from members who state Germany as their base 
location and apply for jobs in Germany.

We consider a 3-million-member sample and 
premium jobs postings. The behavior of these mem-
bers was investigated between 1 January, 2019 and 
31 May, 2020. Because the data is available on a daily 
basis, it allows the periods of interest to be precisely 
determined. The “crisis period” refers to the period 
between 23 March, 2020 and 31 May, 2020. We chose 
23 March as this is the date when the lockdown came 

into force nationwide and comprehensively in Ger-
many. The “pre-crisis period” refers to the same pe-
riod in 2019. 

Results in Industry Changes

In order to unravel the changes in cross-industry 
search behavior, we construct a heat map. Figure 4 
shows the industry in which the people are or were 
last employed and in which industries they applied 
more frequently as a result of the crisis. In order to 
filter out the coronavirus effect, the percentage of 
applications across the industries were measured at 
two different times, once before and once during the 
lockdown, and compared to the change in the pre-
vious year period. The heat map therefore reveals 
the change in the shares in the wake of the coro-
navirus crisis. The intensity of the color represents 
the strength of the change. The darker the area, the 
greater the increase. Only the five strongest increases 
in an industry were taken into account. The changes 
range between 0.1 and 3.0 percent points.

A look at the heat map shows that people from 
negatively affected industries are more likely to ap-
ply in industries in which demand has increased dur-
ing the coronavirus crisis, such as health, retail and 
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software and IT service providers. Although most of 
the retail trade was closed during the lockdown, the 
additional demand in grocery or online retail could 
be behind this development. People from the leisure 
and tourism sector not only applied more frequently 
in the healthcare and retail sectors, but also in the IT 
sectors (hardware & networks, software & IT services) 
as well as media and communication, the financial 
sector and the entertainment sector. Similarly, it be-
comes clear that members often apply in industries 
that have certain overlaps with their current industry. 
For example, people from the consumer goods indus-
try often apply in retail or production or people from 
the business services sector often apply to software 
and IT service providers.

Results on Job Ladder Effects

Recessions are often thought to have a cleansing ef-
fect and destroy relatively unproductive matches. 
However, during recessions, the match quality could 
also be impaired by so-called sullying effects.

Adjustment processes take place not only across 
industries, but also through qualification or experi-
ence levels. In order to shed light on this type of ad-
aptation, we analyze whether people apply to cor-
responding seniority levels, try to climb the ladder, 
or whether they are making compromises compared 
to their current level. For this purpose, we measure 
which proportion of applications is above, on or be-
low the current level of experience. This proportion is 
measured once during the coronavirus crisis and once 
in the same period of the previous year.

It can be seen that during the crisis, the members 
applied significantly less often above their seniority 
(decrease by 3.3 percentage points from 27.1 percent 

before the crisis to 23.8 percent during the crisis), but 
more often below the seniority (increase of 3.3 per-
centage points, from 29.2 percent before the crisis 
to 32.5 percent during the crisis). People on LinkedIn 
are less likely to try to improve their position or climb 
the career ladder and are more likely to make con-
cessions on seniority. The concessions may be made 
to avoid unemployment. In fact, empirical evidence 
(Bauer 2016) shows that employees who change jobs 
while unemployed in the meantime suffer permanent 
loss of wages. This once again illustrates the tension 
in the job market during the coronavirus crisis.

CONCLUSION

We exploit new big data sources to study the search 
behavior in the labor market during the Covid-19 cri-
sis. The results show that search and placement ac-
tivities dropped significantly and have not yet fully 
recovered. We show that the number of applications 
per job has risen as a result, which means that com-
petition has intensified. 

Furthermore, the results reveal that people from 
industries particularly affected by the crisis apply 
much more frequently and there has been a signifi-
cant shift in the target industries for applications. This 
makes reallocation processes in the crisis evident. Fi-
nally, we find that applications are made significantly 
more often below and significantly less often above a 
person’s level of seniority than in the previous year. 
This shift from higher to lower quality applications 
shows a risk that the crisis is affecting the function-
ing of the labor market and disables the potential of 
employees to develop.

Our results suggest that the most critical effects 
of the coronavirus crisis on the labor market result 

Figure 4
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from a lack of new hires. Various policies, including 
simplified conditions for short-term work, aim at re-
taining workers and thus preventing inflows into un-
employment. While these policies have been success-
ful in avoiding additional job separations, they are not 
sufficient for improving the labor market sustainably 
and to avoid hysteresis and scarring effects. Indeed, 
long-term unemployment has risen considerably in 
Germany (Gartner and Weber 2021). To boost matches, 
search and placement activities must be relaunched 
and intensified. This can be achieved, for instance, by 
providing financial support for new hires (Merkl and 
Weber 2020). After the introduction of the “restart 
premium” by the German government, the options for 
individual wage subsidies should be temporarily ex-
panded. Above all, it is a matter of not only taking into 
account placement obstacles inherent in the person, 
as is customary with existing instruments, but also 
individual affectedness by the hiring weakness that 
has persisted throughout the crisis. Particularly vul-
nerable groups include the long-term unemployed and 
young professionals. Unwanted side effects could be 
limited by excluding cases in which, after the funding 
became known, the person concerned was terminated 
by the same employer or re-employment periods are 
not reached.

In view of the transformation processes and re-
allocation in the labor market, training policy faces 
major challenges. This concerns several groups. For 
the unemployed, incentives for qualification should 
be improved by an education bonus beyond un-
employment benefits (Hutter and Weber 2020). For 
short-time work, a qualification concept is needed 
that comprises flexible training formats, financial in-
centives, counseling services (Weber 2021). For em-
ployees, switching occupations and achieving new job 
skills should be supported by an income replacement 
program that allows for a secure professional reori-
entation for those facing the need for change after 
20 years on the job.
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INTRODUCTION

The Covid-19 pandemic is having dramatic conse-
quences on society. In order to contain the spread 
of the virus, many governments around the world 
adopted unprecedented interventions that in most 
cases resulted in lockdowns of entire regions or coun-
tries. Lockdowns were first implemented around 
March 2020 in European countries, and then again 
with the second wave of the virus in fall 2020, with 
slight different timing depending on the severity of 
the spread and availability of vaccines. In both peri-
ods, the suspension of economic activities had severe 
repercussions on employment and earnings of individ-
uals, and on profits of firms. According to early 2020 
estimates by IMF, global GDP growth was projected 
at – 4.4 percent (IMF 2020) in 2020, with considera-
ble heterogeneity between advanced (– 5.8 percent) 
and emerging economies (– 3.3 percent). The most 
recent OECD Economic Outlook (OECD 2021) places 
recovery for most advanced countries after the end 
of 2021, and for countries such as Spain and Iceland 
after the end of 2022. Governments responded to the 
economic downturn with encompassing packages of 
fiscal measures. Preventing or reducing the disrup-
tion of the labor market was among the main goals 
of government intervention, and the specific instru-
ments adopted varied across countries, also in light 
of pre-existing labor market institutions. Figure 1 
shows total employment as a share of that registered 
in the fourth quarter of 2019, and suggests that the 
loss in employment is uneven across countries and 
was particularly strong in Spain and the US. Also, the 
reduction in employment (and in income) was overall 
smaller than that in GDP, thanks to policies put in 
place by the different governments.

Despite the fact that the Covid-19 pandemic hit 
all countries and all workers, not all countries and all 
workers were hit the same. For example, Adams-Prassl 
et al. (2020) compare the United Kingdom, the United 
States and Germany and show that the job losses 
were higher in the first two countries, which are 
characterized by more flexible labor markets. In this 
article, we explore the effects of Covid-19 on labor 
market flows in 2020, we identify which categories of 
workers suffered the most, and investigate how pol-
icy put in place by the government to shield workers 
from the disruption of economic activity mitigated 
the impact of the pandemic. We cover some of the 
analyses developed in Casarico and Lattanzio (2020 
and 2021) and extend the period of investigation to 
all quarters in 2020. We use administrative data on 
a large sample of contracts active in 2020 in Italy 
to illustrate the heterogeneous labor market conse-
quences of Covid-19, highlighting the differences for 
labor market flows between the two lockdowns the 
country went through.

Italy was the first country in Europe to be hit by 
Covid-19 and the first to implement a national lock-
down in March 2020. The government introduced the 
definition of essential and non-essential economic 
activities, the former to be continued, the latter 
to be interrupted. The lockdown was shortly after  
followed by two further policy measures relevant 
for labor market dynamics: a ban on layoffs and  
an ease of the requirements to access short-time 
work (STW) compensation schemes. The former is 
unique to Italy for its breadth and length: its lift has 
been repeatedly postponed until 30 June 2021. Since 
that date, the ban has remained only for a limited 
number of sectors (see OECD 2020, for details on gov-
ernment policy responses across OECD countries).

We first provide descriptive evidence on 
the personal and job characteristics of work-

ers employed as of January 2020, differenti-
ating among essential and non-essential ac-
tivities. The latter were mainly concentrated 
in services, such as restaurants, bars, hotels 

and some categories of wholesale and retail 
shops, in line with government decisions 
in other countries. Second, we analyze the 
change in net hirings, computed as hirings net 
of separations. Separation can be the result 
of layoffs, endings of fixed-term contracts and 
quits. To calculate the change, we compare 
the flows in each week of 2020 with the av-
erage in the same weeks of 2017–19. For each 
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labor market flow, we provide graphic evidence of 
the cumulative weekly change for all workers and for 
subgroups based on age, gender and education level. 

There is a growing literature on the effects of the 
pandemic recession on the labor market and the pol-
icy responses put in place by governments. Evidence 
using real-time survey data (Bick and Blandin 2020; 
Adams-Prassl et al. 2020; von Gaudecker et al. 2020), 
administrative data (Cajner et al. 2020) and a combi-
nation of both (Forsythe et al. 2020), highlights the 
severe and unequal consequences of the pandemic 
recession on the labor market. A strand of this litera-
ture specifically focuses on how different categories of 
workers were affected by the pandemic (Blundell et al. 
2020; Crossley et al. 2021; Bonacini et al. 2021), with 
particular focus on age (Belot et al. 2020) and gender 
(Alon et al. 2020; Hupkau and Petrongolo 2020; Farré 
et al. 2020). We provide new evidence based on de-
tailed administrative data on a sample of active, new 
and terminated contracts, coming from the Comuni-
cazioni Obbligatorie, i.e., the compulsory information 
firms need to provide on their workforce. These data 
are highly reliable and less subject to measurement 
errors with respect to survey data and allow us to 
explore many dimensions of heterogeneity to get a 
comprehensive picture of Covid-19’s unequal impact. 
We also assess the short run impact of a government 
policy that explicitly forbids layoffs and extends the 
generosity of STW compensation schemes, laying the 
groundwork for a long term assessment of their impact 
on the labor market. 

DATA AND INSTITUTIONAL CONTEXT

Data

We use data from a random sample of mandatory 
notifications (Campione Integrato delle Comunicazio- 
ni Obbligatorie, CICO) that firms submit to relevant 
public agencies in Italy and to the Ministry of Labor 
and Social Policy. The data collects information on 
a sample of contracts activated and terminated be-
tween 2009 and the fourth quarter of 2020 for pub-
lic- and private-sector workers, farming and domes-
tic workers.1 For each contract, we have information 
on the exact start date and, if the contract ends, on 
the end date and the reason for its ending (mainly, 
layoffs, expiration of temporary contracts, voluntary 
quits). Furthermore, we have information on the type 
of contract (open-ended, apprenticeship or tempo-
rary/fixed-term, full-time or part-time), detailed occu-
pational and sectoral codes (4-digit Isco and 6-digit 
Ateco 2007, respectively) and individual character-
istics of workers, such as gender, the year of birth, 
the region of domicile and work, and the education 
level. We keep only workers in the private sector in 
our analysis and we further exclude workers in agri-
1 For further details about the data and the restrictions we impose 
to obtain the sample of analysis, see Casarico and Lattanzio (2021).

culture and domestic workers, as information on these 
workers is less reliable. 

Overall, our sample contains information on ap-
proximately 1.4 million workers, representing 11.2 per-
cent of the population of private-sector employees 
in Italy. 

Covid-19 in Italy and Public Policy

The first cases of Covid-19 in Italy date back to 
31 January, 2020, but the disease began to spread 
exponentially in the second half of February. At first, 
the virus mainly spread around Northern regions and 
the first Covid-related death was registered in Veneto 
on February 21. Following the diffusion of the virus in 
the North, two “red zones” were implemented, involv-
ing 11 municipalities in Lombardy and Veneto, that 
were in effect lockdowns. At the same time, many 
Northern regions opted to close schools, a measure 
that extended to the whole nation on March 4. On 
March 10, the entire country went into lockdown. The 
lockdown was lifted between May and June, but the 
second wave in October pushed the government to 
introduce less stringent lockdown measures based on 
local evaluations on the prevalence of the disease. 
Specifically, a 3-tier system was introduced, with re-
gions classified as either yellow, orange or red, based 
on a combination of parameters involving the num-
ber of cases, the number of patients in hospitals and 
the reproduction number of the disease. The three 
“colors” introduced lockdown measures that were 
less stringent in yellow zones and became progres-
sively more stringent in orange and red zones, with 
the last zone color denoting a full lockdown, though 
mobility for work-related reasons was allowed.

The decree establishing the nationwide March 
lockdown also specified the activities that were 
deemed essential and could continue to operate, and 
those that were classified as non-essential and were 
forced to be suspended: the former mainly include 
agriculture, some manufacturing, energy and water 
supply, transports and logistics, ICT, banking and in-
surance, professional and scientific activities, public 

Source: Eurostat data; authors‘ calculations.
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administration, education, healthcare and some ser-
vice activities; shutdown sectors include most man-
ufacturing activities, wholesale and retail trade, ho-
tels, restaurants and bars, entertainment and sports 
activities. In light of these closures, the government 
adopted a Decree Law on March 17 that considerably 
increased worker’s employment protection. Two main 
labor market policies were adopted, which are still in 
place as of June 2021:2 

1. A special Covid-related STW compensation 
scheme (lasting 9 weeks), that applied retro-
actively starting 23 February. This measure aimed 
at preserving employment relationships and al-
lowing firms to cut labor costs during the lock-
down period, by reducing business hours thanks 
to a wage subsidy granted by the gov ernment. 
The measure extended the regular STW by allow-
ing firms with fewer than 15 employees and firms 
that were already using the extraordinary STW 
(one of the sub-species of STW granted by the 
Italian employment protection legislation) to use 
it. Moreover, firms using the Covid-related STW 
could renew temporary contracts, waiving the 
norms of the standard regulation.

2. A ban on layoffs (that prohibited them for 
60 days), starting 17 March and that could be ap-
plied retroactively to pending layoffs (i.e., those 
that were yet to be validated) from 23 February. 
Since 30 June, 2021, the ban has remained only 
for some sectors.

THE DISTRIBUTION OF WORKERS IN ESSENTIAL 
AND NON-ESSENTIAL ACTIVITIES BEFORE THE 
PANDEMIC

Using data from CICO up to January 2020, we show 
the distribution of workers in essential and non-es-
sential activities (i.e., between open and lockdown 
sectors, as defined by the Prime Minister’s decree of 
2 Two later decrees extended the validity of these measures until 
the end of the year. Thus, the Covid-related STW compensation 
scheme and the ban on layoffs were valid throughout the entire peri-
od we consider for our analysis.

March 11 based on sectoral codes) at the onset of 
the pandemic. Figure 2, panels (a)-(c), shows the dis-
tribution of workers by gender, age and education 
level across essential and non-essential activities. 
Panel (a) shows that women are over-represented in 
non-essential activities (52.3 percent) whereas men 
split almost equally between the two sets of activities: 
this result is in line with the evidence provided, for 
example, by Blundell et al. (2020) for the UK.

Panel (b) shows the distribution by age, divid-
ing workers into age groups: 15–34, 35–54 and 55 
or older. The figure shows that, while young work-
ers are over-represented in non-essential activities, 
middle-aged and older workers are more present in 
essential activities. Hence, shutting down non-essen-
tial sectors has a stronger impact on young workers, 
58% of whom are employed in shutdown sectors.

Panel (c) shows the distribution by education 
level. While 55.2 and 50.4 percent of workers with 
lower and upper secondary education are in shut-
down sectors, only 33.5 percent of individuals with 
university degree work in non-essential activities, sug-
gesting a disproportionate impact of the pandemic on 
workers with lower levels of education.

This analysis is a snapshot of the Italian labor 
market at the onset of the pandemic. We now turn to 
the inspection of the impact of the crisis on hirings 
and separations in 2020.

THE IMPACT OF THE RECESSION ON LABOR 
MARKET FLOWS

Measurement

In this section, we analyze the dynamics of hirings, 
separations and net hirings, computed as the differ-
ence between hirings and separations.3 Specifically, 
we compute the cumulative weekly change in each 
flow between 2020 and the average of 2017–19, with 
respect to the total stock of workers in our sample, 

3 Our definition of hirings is broad, since we use this term to indi-
cate the activation of new contracts, which can be new hirings or 
transformations of fixed-term contracts into permanent contracts.

Source: Authors‘ calculations.
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as of January 2020—before the pandemic started. We 
normalize the change to be 0 in week 8 of the year, 
that is, the one between February 19 and 25—before 
the onset of the pandemic—and compare changes 
relative to that week.

Total Change

Figure 3 reports the cumulative change in hirings, sep-
arations and net hirings for each week in 2020 relative 
to the average in 2017-19 for all workers. Separations 
are computed as an aggregate of layoffs, endings of 
fixed-term contracts and quits, while net hirings are 
the difference between hirings and separations. The 
figure shows that net hirings were on a parallel trend 
before the onset of the pandemic, but after the 9th 
week (i.e., after the first cases and deaths were re-
corded), they go down, due to a decline in hirings and 
an increase in separations. Starting from week 12–13, 
separations begin to decline, too, as a consequence 
of the layoff ban, the Covid-related STW compensa-
tion scheme and the contraction in economic activity, 
which lowers job turnover. We observe that the de-
cline is particularly marked for endings of fixed-term 
contracts. Until week 18 (i.e., the end of the strict 
lockdown) the slope of the decline in hirings is steeper 
than the decline in separations, therefore producing 
a continuing drop in net hirings. After week 18, when 
businesses began to return to a new normal, there 
is a change in the slope of net hirings as activations 
of new contracts started to recover, and separations 
continued to be below their past levels (as the ban on 
layoff and STW were still in place). Overall, by the end 
of 2020, we find a net change of 4.5 fewer net hirings 
per 100 workers, determined by a change in hirings 
of – 18.5 and in separations of – 14.0 per 100 workers, 
with respect to the average of 2017-19 and relative to 
week 8 of the year. The large decline in job creation 
is naturally a consequence of the pandemic recession 
and the subsequent lockdown of economic activities. 
It is possible that the ban on layoffs had a negative 
effect, too. However, the graph shows that when re-
strictions on mobility were lifted from week 18, the 
slope of the curves changes and net hirings start to 
converge back to their levels in the past, even in the 
presence of the layoff ban, mainly through a recovery 
of hirings, which started to fall again after the summer 
(around week 36). Although this is only suggestive 
evidence, as it is impossible to clearly and separately 
identify the effect of the lockdown from that of the 
policy, it seems that the recession induced by the pan-
demic (and the non-pharmaceutical intervention to 
contain its spread) contributes more to the drop in 
net hirings than the layoff ban.

Net Hirings 

Figure 4, panels (a)–(c), shows the cumulative change 
in net hirings per 100 workers between 2020 and the 

average 2017–19 for different subgroups of workers, 
relative to week 8. Panel (a) reports results by gender 
and shows that the pandemic had a stronger impact 
on female net hirings, which dropped by 6.7 units as 
opposed to 4.3 for men. Panel (b) reports the changes 
for different age groups and shows that the impact of 
the pandemic recession was harsher for young work-
ers (age group 15–34) relative to middle-aged (35–54) 
and old workers (over 55). At the end of 2020, net hir-
ings were 9.8 units lower for young workers, relative 
to week 8, compared to 2.7 for middle aged workers 
and 3.4 for old workers. Panel (c) reports the impact 
across different education groups and shows that low 
educated workers are suffering more the negative 
consequences of the recession: workers with lower 
secondary and upper secondary education experience 
a change in net hirings of – 6.1 and – 4.9, respectively, 
relative to – 2.5 for university graduates. 

CONCLUSION

Before the pandemic, a higher share of female com-
pared to male, young compared to old and low ed-
ucated compared to high educated workers is em-
ployed in non-essential activities. When looking at 
the change in hirings and separations and breaking 
it down by age, gender and education level, we find 
that from the 9th week of the year—when the virus 
started to spread exponentially across the country—
there was a pronounced drop in hirings and in sep-
arations, the latter reflecting the effects of the ban 
on layoffs and the easing of access to STW compen-
sation schemes. The ban on layoffs may also have 
contributed to the decreasing dynamics of hirings, as 
the higher employment protection for workers may 
have decreased turnover, but the fact that the drop 
in hirings halted by the end of second quarter of 2020 
points to the dominant role of the lockdown in deter-
mining the decrease in hirings observed during the 
pandemic. While we focus on short-term outcomes 
and cannot account for changes in hours worked, our 
evidence contributes to the understanding of labor 

Note: The figure shows the cumulative change in net hirings (hirings minus separations), hirings and separations up 
until each given week in 2020 with respect to the average of 2017–19 over the same period of the year and relative to 
the week before the pandemic (week 8). Values are expressed per 100 workers. The dashed vertical lines indicate the 
beginning and end of the first wave. The solid vertical line indicates the beginning of the second wave.
Source: CICO data; authors‘ calculations.
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market and policy responses in the wake of and dur-
ing the pandemic. The use of detailed administrative 
data allows us to separately analyze how net hirings 
have evolved relative to normal times and how differ-
ent categories of workers have been affected. Given 
the critical importance of the ban on layoffs and the 
special STW compensation scheme in affecting labor 
market flows, it will be important to monitor the labor 
market transitions when these policies are lifted, to 
understand whether it is more vulnerable workers 
who will suffer the most. 
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INTRODUCTION 

By global comparison, Australia experienced relatively 
low health and mortality impacts from the Covid-19 
pandemic with totals in June 2021 of 30,200 cases and 
910 deaths (WHO 2021). However, the government’s 
approach to shutting down borders and economic 
activity, while largely protecting Australians from the 
virus, also created immediate and devastating eco-
nomic impacts. These impacts significantly affected 
young workers, with those 15–24 years old, compris-
ing 38 percent of the 870,000 Australians who lost jobs 
in the early months of the crisis. Youth unemployment 
of 16.4 percent by June 2020 then doubled the to-
tal unemployment of 7.4 percent, with a further 19.7 
percent of young people considered underemployed 
(ABS 2020). 

This uneven impact of the Covid-19 crisis on 
workers relates to the pre-existing patterning of pre-
carious employment in Australia. While casual em-
ployment comprises 25 percent of the labor market, 
workers between 15–19 and 20–24 years old have 
substantially higher casualization rates of 76 percent 
and 41 percent (Gilfillan 2018). Young people consti-
tute 17 percent of the labor force, but 46 percent of 
the most precarious, short-term casual jobs (Gilfillan 
2020). This pre-pandemic labor market reality already 
disadvantaged young people, since precarious work 
generally has poor job quality, limited entitlements, 
few workplace rights and low, insecure income (Dixon 
et al. 2014; Sharma 2020). Precarious employment 
also shifts economic risks from business onto individ-
ual workers (Chesters and Cuervo 2019); precariously 

employed workers were easily dismissed when the 
Covid-19 economic crisis hit. 

The conservative Australian federal government 
intervened in the economic crisis with substantial 
and uncharacteristic welfare spending. Their policy 
response included employment subsidies, unem-
ployment payment supplements and early access to 
superannuation and this shaped how the crisis was 
experienced by different groups. Similarly, policies 
intended to support economic recovery target dif-
ferent groups across the workforce. Recently, Prime 
Minister Scott Morrison has enthused about there be-
ing “more jobs in the Australian economy than there 
were before the pandemic” (Morrison 2021). However, 
recent figures indicate that young people continue 
to be disadvantaged. In February 2021, overall un-
employment had fallen to 5.8 percent, nearing the 
pre-pandemic level of 5.1 percent. Meanwhile, youth 
unemployment was 12.9 percent, 1.4 percent higher 
than the year before and underemployment stood 
at 16 percent. While Prime Minister Morrison’s claim 
rings true for workers over 25 years old, with 77,600 
more employed than before the crisis, those 24 and 
under have 74,100 fewer jobs. 

This article reviews key policies implemented by 
the federal government in Australia to address the 
economic impacts of the Covid-19 pandemic. We re-
view policies introduced during the Covid-19 crisis of 
2020 and then policies to support economic recovery 
in the period following. Our analysis focuses on how 
young workers fared in these policy responses in com-
parison to their older counterparts. From this analy-
sis, we conclude that young workers were more sub-
stantially impacted by the economic crisis and have 
been disadvantaged in both the crisis and post-crisis 
policy responses, where they are now understood 
primarily as a resource for business. In the absence 

Patrick O’Keeffe, Belinda Johnson, Kathryn Daley and Angelika Papadopoulos*

Covid-19 Economic Policy as Double Disadvantage for Young 
Australian Workers

* Angelika Papadopoulos is Lecturer in the School of Global, Urban 
and Social Studies at RMIT University, Australia.

is Lecturer in the Bachelor of 
Youth Work and Youth Studies 
program at RMIT University, 
Australia.

is Lecturer and Program Manager 
of the Bachelor of Social Science 
(Psychology) at RMIT University, 
Australia, and Associate Member 
of the Social and Global Studies 
Centre.

is a Senior Lecturer and Program 
Manager of the Bachelor of Youth 
Work and Youth Studies at RMIT 
University, Australia, and Asso-
ciate Member of the Social and 
Global Studies Centre.

Patrick O’Keeffe Belinda Johnson Kathryn Daley 

CONTENT



26 CESifo Forum 4 / 2021 July Volume 22

FOCUS

of future policy intervention to explicitly address the 
question of intergenerational equity, young Austral-
ian workers will be economically disadvantaged for 
decades ahead. 

FUNDING THROUGH THE CRISIS 

JobKeeper 

JobKeeper was an economic stimulus measure intro-
duced to support workers at risk of losing employ-
ment “through no fault of their own” (Frydenberg 
2020a). JobKeeper provided “a fortnightly AUD 1500 
payment to part-time and full-time employees, long 
term casuals, sole traders and those working in the 
Not-for-Profit sector” (Frydenberg 2020a). This pay-
ment represented 70 percent of the median wage and 
was replacement income, according to national Treas-
urer Josh Frydenberg, “for many working in those 
sectors most affected, like hospitality and retail” 
(2020a). JobKeeper operated from March 2020 until 
March 2021 (Frydenberg 2020a; Australian Taxation 
Office 2021). Payments were made via employers who 
had lost more than 30 percent revenue (50 percent for 
large employers) to ensure these businesses could re-
tain their workforce through the pandemic (Australian 
Government 2020a). 

Significantly, JobKeeper was not accessible to 
employees in short-term casual positions (fewer than 
12 months with the same employer) (van Barneveld 
et al. 2020), a stipulation largely excluding young, 
casual workers from JobKeeper payments. Younger 
workers switch jobs more often than their older coun-
terparts and were less likely to be in long-term work-
ing arrangements at the pandemic onset (Deutscher 
2019, p. 5). Over a quarter of casually employed 
young people (26.4 percent) had worked for fewer 
than 12 months in their current job, compared with 
one-sixteenth (6.5 percent) of workers 25 and over. 
This criterion is predicted to have ensured between 
950,000 and 1,100,000 casual workers were ineligi-
ble for the more generous JobKeeper payment (Cas-
sels and Duncan 2020; Australian Government 2020b, 
p. 2014). Notably, Cassels and Duncan (2020) predicted 
that many workers in highly casualized sectors, in-
cluding health care, retail and hospitality, the indus-
tries Frydenberg predicted to benefit from JobKeeper, 
would be ineligible for JobKeeper. 

Controversially, several companies used Job-
Keeper income to pay dividends to shareholders. Com-
panies including Adairs (AUD 11.3m), Nick Scali (AUD 
3.9m) and 1300 Smiles (AUD 1.8m) declared share-
holder dividends substantially higher than their total 
JobSeeker payments (Butler 2020). Ensuing public 
criticism saw several companies declare intentions 
to repay the JobKeeper funds (Hutchens 2021). Thus, 
JobKeeper, a key Australian Government response to 
the Covid-19 economic crisis, largely excluded younger 
workers while a proportion of the funding, ostensibly 

paid to business for job protection, was funneled to 
company shareholders. 

JobSeeker 

Those ineligible for JobKeeper could potentially ac-
cess a lesser JobSeeker welfare supplement. This 
payment of AUD 550 per fortnight supplemented un-
employment, parenting or student welfare allowances 
(Australian Government 2020c). This JobSeeker sup-
plement commenced in March 2020, reduced to AUD 
250 from September to December (O’Keeffe, John-
son and Daley 2021) when it was discontinued. While 
providing important support for people through the 
pandemic, the JobSeeker supplement was signifi-
cantly less than JobKeeper and available for a much 
shorter period. 

While the unemployed JobSeekers’ mutual obli-
gation requirements were suspended between April 
and July 2020 (DESE 2020a), recipients were required 
to remain “job-ready,” enhancing their employabil-
ity through education and training and contributing 
to their community (Australian Government 2020c). 
The expectation was that JobSeeker recipients must 
earn this payment, implying that JobSeekers are less 
civic-minded and less motivated to work than their 
JobKeeper compatriots. This assumption reflects a 
persistent discourse directed at young people over 
many decades in Australia, which constructs young 
workers as lazy “job snobs” (Marston et al. 2019; Mar-
ston 2008). This attitude was pointedly evident when 
Scott Morrison warned that continuing the JobSeeker 
supplement would disincentivize young people from 
returning to work and cause employers difficulty in 
recruiting workers: 

 “… What we have to be worried about now is that 
we can’t allow the JobSeeker payment to become 
an impediment to people going out and doing 
work, getting extra shifts.” (Klein 2020). 

This rhetoric presumes that, despite structural causes 
of unemployment and underemployment in Australia, 
particularly during the pandemic crisis and the ex-
clusion of many workers from JobKeeper, JobSeeker 
recipients need punitive motivation to pursue employ-
ment. Further assumed is that JobSeekers must be 
compelled to act in the interests of their communities. 

Superannuation Draw-Down Option 

Australia’s compulsory superannuation scheme has 
a minimum 10 percent employer contribution (which 
up until July 2021 was 9.5 percent), designed for 
Australians to achieve financial independence in re-
tirement. Funds are inaccessible until workers reach 
55–60 years old. In further response to the Covid-19 
economic crisis, the government allowed people un-
der retirement age to draw down up to AUD 10,000, 
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twice, from their superannuation. Casual workers and 
sole business people—particularly those ineligible 
for JobKeeper—were frequently encouraged to utilize 
this option (Frydenberg and Morrison 2020a, 2020b; 
Frydenberg 2020b, 2020c, 2020d). On the radio, the 
Treasurer framed the offer as a generous policy shift: 

 “And that’s the purpose of what we’re trying to 
do. Help casuals who may have reduced hours, 
or sole traders” (Frydenberg 2020b). 

An estimated AUD 42 billion was drawn from superan-
nuation accounts (O’Keeffe et al. 2021). Industry Super 
Australia estimates 395,000 people under 35 emptied 
their accounts. Canstar estimated the long-term cost 
of a 25-year-old withdrawing AUD 20,000 is over AUD 
100,000 at retirement, compared with approximately 
AUD 37,000 for a 50 year-old. Young people effectively 
funded themselves through the financial crisis, while 
older workers were government supported, likely ren-
dering themselves worse off in retirement. 

POST-CRISIS RECOVERY PLAN: JOBMAKER 

While JobSeeker and JobKeeper were meant to stimu-
late the economy and protect workers and businesses 
during the Covid-19 economic crisis, JobMaker is a 
post-crisis vision for wide-scale economic restruc-
turing (Morrison 2020a). The Prime Minister (Morrison 
2020a) proposed that the JobMaker plan will herald a 
“new generation of economic success,” described as: 

 “Creating jobs and boosting the skills of Austral-
ians to help them get back into work is at the 
heart of the Government’s Economic Recovery 
Plan for Australia. Our JobMaker Plan will boost 
economic growth, create jobs, invest in our fu-
ture industries and skills, remove red tape, guar-
antee essential services and restore confidence 
in a stronger recovery (Australian Government 
2020d, p. 4).”

The JobMaker plan hinges Australia’s economic re-
covery in supporting people to return to work. A key 
element is reducing taxation for individuals (“hard 
working Australians”), valued at AUD 17.8 billion and 
even more for businesses (valued at AUD 31.6 billion) 
(Australian Government 2020d, pp. 18–22). The Gov-
ernment claims that JobMaker measures will create 
100,000 jobs, based on the logic that if businesses 
are supported to “expand to meet the increase in de-
mand [caused by individuals having more discretion-
ary spending power], this grows the economy, creat-
ing more jobs” (Australian Government 2020d, p. 18). 
Tax cuts are described as “reward[ing] effort and im-
prov[ing] incentives to work harder and get ahead” 
(Australian Government 2020d, p. 18). JobMaker is 
designed to support businesses (and middle-high in-
come earners) with the logic that benefits will flow 

through the economy. JobMaker includes several in-
itiatives for economic stimulus via construction (in-
cluding expanding the AUD 110 billion infrastructure 
investment pipeline) and manufacturing (including 
the AUD 1.5 billion Modern Manufacturing Strategy) 
(Morrison 2020b). While these initiatives will certainly 
increase employment, primary beneficiaries are likely 
to be the companies that secure funding. Notably, 
most job creation initiatives target male-dominated 
industries, underscoring a gendered view of work and 
the workers most requiring support through the pan-
demic. The government’s response to the crisis also 
reoriented education and training policy to “reset our 
economy for growth” (Morrison 2020a). The next sec-
tions consider four key elements of JobMaker: Hiring 
Credits, industrial relations reform, tertiary education 
reform and the JobTrainer announcement, illustrat-
ing how young people are imagined in the Australian 
Government’s economy recovery plans, both now and 
into the future. 

JobMaker Hiring Credits 

The JobMaker Hiring Credit is a subsidy for employers. 
Businesses are eligible to receive payments if they 
employ workers for at least 20 hours a week and if 
these hires increase the overall employee headcount 
(Economics Legislation Committee 2020). As of Febru-
ary 2021, businesses employing a worker 16–29 years 
old who receive a government payment are eligible 
to receive an AUD 200 per week subsidy. If employ-
ing someone between 30–35, the subsidy drops to 
AUD 100 per week (Frydenberg 2020e). While this in-
itiative appears to advantage young people through 
encouraging businesses to employ them, the money 
is received by business, not the young person. These 
new jobs would likely have been created in any case 
as the economy recovers, especially in areas such as 
retail, hospitality and tourism, which employ large 
proportions of young, casual workers (O’Keeffe et al. 
2021). Both the Australian Council of Trade Unions 
(ACTU) and Australian Unemployed Workers Union 
(AUWU) have suggested that rather than support 
young workers, this initiative will facilitate increased 
casualization, since payments are provided per head 
of staff (ACTU 2020; AUWU 2020). This can therefore 
incentivize businesses to shift toward a more casu-
alized workforce. 

Industrial Relations Reforms 

The Fair Work Amendment (Supporting Australia’s 
Jobs and Economic Recovery) Act amended the Fair 
Work Act 2009 to define the meaning of “casual em-
ployee” for the first time. The bill was originally con-
ceived with a broader aim to enhance flexibility in 
the employment relationship to increase productivity 
and facilitate employment growth, which included 
the prospect of temporary downwards variation in 
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longstanding terms and conditions of employment. 
Announcing the consultation process to develop 
the reforms the Prime Minister made his business 
commitment explicit: “The system has lost sight of 
its purpose – to get the workplace settings right, so 
the enterprise, the business can succeed, so every-
body can fairly benefit from their efforts and their 
contributions” (Morrison,2020a). Ultimately, changes 
expanded the possible conversion of casual roles in 
limited circumstances, while limiting the possibility of 
legal recourse by casual employees who had worked 
in regular patterns of employment. Additionally, it 
made provisions for part-time employees to work ad-
ditional hours without attracting penalty rates (Aus-
tralian Government 2020e, p. 24). The net effect of 
these changes is to institutionalize casual employment 
and to further entrench the normalization of “perma-
nent casual” employment in the industrial relations 
landscape (Stewart 2021; Peetz 2020). 

Job Ready Graduates Package and JobTrainer 

The Higher Education Support Amendment (JobReady 
Graduates and Supporting Regional and Remote Stu-
dents) Act 2020 was proposed in June 2020 amidst the 
pandemic crisis. The proposal reframed university 
education as primarily for job training, presenting 
amendments as supporting young people to make 
study decisions that would lead to future employment. 
On young people, the Minister for Education urged, “if 
we can harness them and their energy as we come out 
of this pandemic, I know that we can get our econ-
omy back to where it was before and put it in an even 
stronger position.” (Tehan 2020a). 

A major change was the funding contribution ar-
rangements between students and government for 
domestic student places. Degrees determined by gov-
ernment to have higher job readiness had student 
fees reduced, while others increased substantially 
(DESE 2021a). Government contributions decreased 
dramatically for courses including law, economics, 
communications, environmental studies and “society 
and culture.” Government contributions increased for 
courses aligned with the government’s “JobReady” 
frame, including education, clinical psychology and 
mathematics. The changes assumed that students 
would respond to “price signals” (course cost) in 
selecting a course of study. The education minister 
explained, 

“… incentivizing students to go into those areas 
where we are going to need the skills of the future. 
This is the biggest economic shock that this nation 
has faced since the Great Depression, so we want to 
make sure that our students have the right skills to 
grab the jobs that will be there and that’s what this 
package is designed to do.” (Tehan 2020b). 

Analysis concludes that the changes had polit-
ical-ideological underpinnings rather than realistic 
considerations of the post-pandemic labor market. No 

labor market projections accompanied the decisions 
to justify courses selected for increases or decreases 
in student charges (Warburton 2020; Daly and Lewis 
2020). While there was reference to disciplines as a 
proportion of future employment, for example, “STEM 
knowledge was associated with 75 percent of the fast-
est growing occupations, innovations and wage pre-
miums” (DESE 2020b, p. 14), the “future jobs” ration-
ale was thinly supported with retrospective analysis 
and operationalized through simplistic associations 
between a course of study and future possible em-
ployment. Calderon (2020) analyzed the changes as 
constituting a net reduction of funding to the univer-
sity sector and Warburton (2020) estimated savings 
to government outlays of AUD 1.3 billion annually. 
While deferred repayment loans are available to young 
people, the effect of the amendment was to cost-shift 
current savings onto the future income of students 
commencing university study starting in 2021. 

Along with changes in Higher Education funding, 
JobTrainer is a federal-state partnership providing 
funding for “low fee or free training places in areas 
of skills need.” (DESE 2021b). While official announce-
ments signal this initiative as being for young people 
17–24, eligibility is not age restricted. Similar to the 
Job Ready Graduates Package, JobTrainer encourages 
people to complete vocational training in areas of 
projected workforce need rather than in their pre-
ferred career areas. 

CONCLUSION 

Young workers were disproportionately affected by 
the Covid-19 economic crisis in Australia. Many were 
not eligible for JobKeeper, the most generous gov-
ernment support and ended up in demanding unem-
ployment schemes or funded themselves through the 
crisis by withdrawing superannuation funds, an action 
with enduring financial penalty. The federal govern-
ment framed this option as generous and beneficial 
for casual workers, but it ultimately saw many young, 
casual workers depleting their superannuation ac-
counts to stimulate economic recovery. 

Following the crisis, young people are envisioned 
in government policy as a resource to fuel economic 
recovery, as providing skills and education that busi-
ness needs and being a source of cheap and flexi-
ble labor, which business is incentivized to employ. 
Young people are valued as a resource for business 
and the economy, not as citizens with rights to pursue 
their own hopes and dreams. Those on JobSeeker 
are compelled to accept any available work or face 
financial penalties. Higher Education and training are 
constrained to direct young people toward perceived 
work-ready options, pressing young people to prior-
itize business’s preferences over their own. 

These policies introduced during Covid-19 held 
political-ideological underpinnings rather than real-
istic considerations of the post-pandemic labor mar-
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ket. Rather than supporting young people negatively 
impacted by the pandemic, the Australian Govern-
ment has opportunistically used the crisis to stimulate 
investment and financial growth of business and to 
further entrench and normalize casual employment, 
without concern for negative economic impacts upon 
young people in Australia. 
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Pocketbook voting, defined as voting for the alter-
native that benefits the voter the most financially, is 
the starting point in models of income redistribution 
that build on Meltzer and Richard (1981) and on the 
theory of probabilistic voting (Lindbeck and Weibull 
1987, 1993; Dixit and Londregan 1996). While econo-
mists have found support for pocketbook voting (see  
Levitt and Snyder 1997; Vlachos 2004; Manacorda et al. 
2011; Elinder et al. 2015), there is also evidence that 
pocketbook voting and social motivations may coex-
ist, as shown by Fiorina (1978) for the United States 
and by Carlsson and Johansson-Stenman (2010) for 
Sweden. In this article, we summarize Meya et al. 
(2020) that studies voting among German students. 
It contributes to this literature by providing the first 
analysis of individual-level voting in referenda using 
an objective measure of monetary benefits and costs 
and also asked respondents directly about how they 
weighted self-interest as opposed to the interests of 
other students.

University of Goettingen holds referenda among 
students on whether they should collectively purchase 
flat rate tickets, called “Semestertickets.” The price 
of a ticket is very attractive compared with prices for 
individual use; however, once a ticket is accepted in 
the referendum, buying becomes compulsory for all 
students. Usually, these referenda are held yearly in 
January on campus, with the option of voting by mail. 
If passed, these tickets give all students the right to 
unlimited use of a facility, such as public transpor-

tation or cultural amenities. Since buying a ticket 
becomes compulsory for every student if the major-
ity vote in favor of it, these tickets share essential 
features with tax-financed public projects or local 
public goods.

We conducted two surveys on individual voting 
decisions and the underlying motives. Investigating 
these referenda is promising because they involve 
easy-to-understand public policy decisions. In our set-
ting, the voters knew exactly what a ticket would cost 
and the benefits were clearly defined. In contrast, if 
the vote had involved, for example, a large infrastruc-
ture project, then the costs and benefits would have 
been more widespread and uncertain. Different voting 
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decisions could also then reflect different subjective 
expectations and differences in risk attitudes.

The motives we consider are pocketbook voting, 
social preferences and expressive concerns. Pocket-
book voting refers to voting in line with one’s own 
monetary interests. The latter two motives both 
capture how the issue voted upon is seen related to 
other people but differ in one crucial aspect: Voters 
with social preferences want to affect the outcome 
of the vote, for example, because they have altruis-
tic or paternalistic feelings toward other members of 
society, or because they care for the common good. 
In this sense, social preferences, such as pocketbook 
motives, are instrumental. In contrast, the theory of 
expressive voting, proposed by Tullock (1971) and 
further developed by Hillman (2010), posits that vot-
ers derive utility from the act of voting in accordance 
with what they think is socially good or morally just 
or good for their self-image, independent of whether 
their vote affects the actual outcome. 

Although the theory of expressive voting has 
gained prominence in the public choice community, 
a challenge so far has been how to test its validity 
in a way that is distinguishable from altruistic voting 
that aims to benefit others. A proponent of expres-
sive voting would typically interpret any claims of 
voting according to social preferences as cheap talk, 
arguing that such voting is expressive. To address this 
dilemma, we developed a theory on the individual 
voting and turnout decisions as a function of the size 
of monetary gains or losses conferred by the public 
good, the strength of social or expressive motives and 
the perceived probability of changing the referendum 
outcome. We then derived conditions under which it 
is possible to test whether voting is expressive.

THEORY

We model a voter’s decision about whether to partic-
ipate in the referendum on a ticket and if so, how to 
vote. In this model, the net monetary gain procured 
by the ticket is given by the benefit from having ac-
cess to unlimited use of the facility for the one-off 
price of the ticket, compared to paying for each sin-
gle use. In line with standard economic theory, we 
assume that the voter’s utility strictly increases in 
this gain. Social preferences or expressive motives 
are described by variables such as the net monetary 
benefits accruing to other students, or the impact of 
the referendum outcome on the environment. The 
voter supports the ticket if the gain in expected utility 
from voting in favor of the ticket rather than against 
the ticket is positive or zero and votes against the 
ticket otherwise. In this calculation, the monetary gain 
and social preferences are weighted with the voter’s 
subjective probability to cast the decisive vote, since 
these items relate to the actual outcome. The impact 
of expressive motives, in contrast, is independent of 
this probability.

An empirical investigation of the model tests 
whether the measure of monetary gains and varia-
bles that represent social or expressive motives pre-
dict the likelihood of voting in favor of the ticket. The 
theory entails two kinds of hypotheses. The presence 
of pocketbook voting will be established by rejecting 

Hypothesis H1: A voter whose net monetary gain 
from the ticket is large is not more likely to vote in 
favor of the ticket than a voter whose net monetary 
gain is small.

The presence of social preferences and expressive 
motives is tested by a list of hypotheses, one for each 
such motive. For example, altruism toward other stu-
dents is established by rejecting.

Hypothesis H2: A respondent who considers the 
benefits of other students in his or her vote and ex-
pects students to gain (lose) on average from the 
ticket is not more likely to vote in favor of (against) 
the ticket than a voter who does not consider the 
benefits of other students.

The implications of possible outcomes of the em-
pirical analysis are collected in Table 1. If hypothesis 
H1 is rejected but H2 is not, voting is exclusively based 
on monetary considerations (see bottom left cell in 
Table 1). Rejecting H2 shows that social preferences, 
expressive motives, or both, affect the voting decision, 
but does not allow discrimination between these two 
motives. According to our theory, however, the out-
come of the test of hypothesis H1 helps to do so, since 
the instrumental nature of social preferences creates 
a link between both kinds of hypotheses.

Failure to reject H1 would reveal that voters 
consider the probability of changing the outcome to 
be negligible. Consequently, voters should also not 
expect to affect the outcome for others, hence, re-
jecting H2 could not be due to social preferences but 
would be evidence for expressive motives (see top 
right cell in Table 1). If, instead, we find evidence for 
pocketbook voting by rejecting hypothesis H1, there 
are two possible interpretations. First, voters may 
consider the probability of affecting the outcome to 
be non-negligible. In this case, rejecting H2 is consist-
ent with instrumental social preferences but could 
also be due to expressive concerns (see bottom right 
cell in Table 1). While consistent with the existence of 
expressive motives, this outcome nevertheless con-
tradicts a theory of purely expressive voting, which 
maintains that voters consider their impact on the 
outcome to be zero (see Hillman 2010, p. 415). Second, 
with a negligible subjective probability of changing 
the outcome, monetary benefits have no impact on 
expected utility and, hence, any expressive concerns 
would dominate the voting decision. Finding pock-
etbook voting in this case therefore implies that ex-
pressive concerns are absent, again contradicting a 
theory of purely expressive voting.

To summarize, expressive voting can be shown to 
exist, in a way that is not observationally equivalent to 
social preferences, only in the case where pocketbook 
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voting is not observed. Otherwise, if both hypotheses 
are rejected, social preferences and expressive voting 
are observationally equivalent, but a theory of purely 
expressive voting is ruled out.

When deciding whether to take part in the ref-
erendum, an individual anticipates his or her opti-
mal voting decision. He or she compares the expected 
utility procured by this vote with the expected util-
ity from abstaining. This decision takes into account 
costs and benefits of voting unrelated to how one 
votes, such as the time needed to cast one’s ballot 
or the desire to adhere to a civic duty norm which 
advocates participation. These costs and benefits are 
weighed against monetary stakes and social and ex-
pressive motives. Therefore, sufficiently large mone-
tary gains imply participation and a positive vote and 
sufficiently large monetary losses imply participation 
and a negative vote. In the same way, sufficiently large 
social or expressive concerns imply participation and 
voting in line with these concerns.

INSTITUTIONAL BACKGROUND

We analyze votes on tickets for regional trains, local 
buses and cultural amenities. The train ticket was 
introduced in 2004 and until 2010 covered, with only 
minor changes, all of the tracks depicted in Figure 1, 
served by several operators. In 2010, however, the 
ticket was split in two. The first ticket covered the 
offer made by two companies, henceforth called the 
MetroCan ticket (tracks depicted as solid red lines 
in Figure 1) and was approved in January 2010. The 
second ticket covered the tracks served by Deutsche 
Bahn and two smaller companies (blue dashed lines in 
Figure 1), jointly referred to as Bahn. A referendum on 
the Bahn ticket was held in May 2010. The ticket cost 
EUR 42.24 per semester. Of approximately 22,800 stu-
dents registered at that time, 25 percent participated 
in the referendum, of whom 77 percent voted yes. 

The culture ticket offers free or highly discounted 
entrance to theaters, museums and concerts. The 
local bus ticket would have been a novelty in 2013 
and offered unlimited rides. In the 2013 referenda, 
the prices per semester amounted to EUR 8.55 for 
the culture ticket, EUR 25.80 for the bus ticket and 
EUR 95.04 euros for the train ticket, which covered all 
lines depicted in Figure 1. Approximately 36 percent of 

nearly 25,600 students took part in each referendum. 
While the culture ticket barely passed with 53 percent 
approval, the bus ticket failed with 46 percent sup-
port. An overwhelming majority of 82 percent voted 
in favor of the train ticket. 

DATA

Dataset I refers to the referendum on the ticket for 
the Bahn tracks (Figure 1) in May 2010. This dataset 
was collected using an anonymous online survey. 
Unlike exit polls, this method allows non-voters to 
be included. This dataset consists of 1,189 students, 
of whom 828 students took part in the referendum. 
While this shows an overrepresentation of voters in 
our sample, these data at the same time allow us to 
base our analysis on almost one-sixth of all voters. 

The key variable in this dataset is the individual 
savings of each student. We constructed an objec-
tive measure of the savings associated with the Bahn 
ticket by combining the number of trips to visit the 
respondent’s parents using this ticket within the pre-
vious year with the price that would have been paid 
without the ticket. We focused on trips to parents 
because this is the most common trip students make. 
Moreover, since parental location is exogenous, the 
opportunity to use the tickets for these trips is ran-
domly assigned. Finally, the two larger cities close to 
Goettingen, namely Hannover and Kassel, which might 
be attractive leisure destinations, could be reached 
using the MetroCan ticket (Figure 1). The savings vari-
able exhibits a large variation and ranges from EUR 0 
to EUR 3.800. Since students can also use the ticket 
for other trips, we complemented the savings measure 
by binary variables describing whether the respondent 
used the ticket to visit people other than his or her 
parents, or for leisure and work purposes. 

We measured social preferences by binary vari-
ables derived from survey responses. Central to the 
analysis of this dataset are two variables that describe 
whether a student was altruistic in terms of consider-
ing the benefits to others in his or her voting decision 
and if so, whether he or she believed that students on 
average gained or lost from having the ticket. If the 
student did not vote, then the variable is based on a 
corresponding question about a hypothetical voting 
decision. Among the voters, 13 percent were altruists 

Table 1 

Implications of Possible Outcomes from Testing Hypotheses H1 and H2

Hypothesis H2
Fail to reject Reject

Hypothesis H1

Fail to reject Model invalid Expressive voting

Reject Pure pocketbook voting
Pocketbook voting and social preferences 

or expressive motives (observationally 
equivalent); pure expressive voting ruled out 

Source: Authors' elaboration.
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who believed that other students lost, on average, 
from the ticket and 33 percent were altruists who be-
lieved that other students gained from the ticket, on 
average. This dataset moreover contains information 
on gender, the party for which the student voted in 
the federal election in 2009 and on whether the stu-
dent is a freshman.

Dataset II covers the referenda on all three tickets 
that took place in January 2013 and was collected 
using exit polls. It contains 1,334 observations, corre-
sponding to one-seventh of all the votes cast. Pocket-
book benefits are measured by categorical variables 
on the intensity of use. In addition, students were 
asked if they would buy the ticket for themselves if 
the ticket were rejected in the referendum but were 
available for purchase at the same price on an in-
dividual basis. For each of the three tickets, students 
were asked whether they considered savings to other 
students to be important in their vote. Furthermore, 

we asked about other social or expressive motives, 
such as environmental aspects in the case of the train 
ticket or strengthening local transportation or local 
cultural life in the case of the bus or culture tickets, 
respectively, or a paternalistic concern that other 
students should attend cultural events more often. 
Additional variables included gender, fields of study, 
being a freshman and political (party) preferences.

VOTING

The left panel in Figure 2 depicts the percentage of 
yes votes for different groups of students in Dataset I, 
defined according to the monetary benefit they ob-
tained from the Bahn ticket. The first bar, labeled 
“loser,” refers to those for whom savings from visiting 
parents were less than the price of the ticket and who 
did not mention other trips. The last four bars refer to 
the quartiles of savings among the “winners,” defined 
to be those for whom the savings from visiting parents 
exceeded the price of the ticket. The middle category 
consists of students for whom savings from visiting 
parents fell short of the price of the ticket but who 
also mentioned other trips and who therefore cannot 
clearly be classified as winners or losers in monetary 
terms. Overall, 92 percent of the winners voted in fa-
vor of the ticket and 75 percent of the losers against. 
Among the winners, the share of yes votes increased 
from 80 percent in the first quartile to 98 percent in 
the last.

The right-hand panel of Figure 2 shows how 
pocketbook benefits are correlated with the deci-
sion whether to vote. Losers from the ticket and those 
in the middle category, who could not be classified 
according to their monetary gain, were least likely 
to vote. Among winners, turnout increased mono-
tonically in stakes. Hence, monetary considerations 
were also correlated with the participation decision, 
although the link was less pronounced than for the 
decision how to vote.

In our first survey, we also asked respondents 
how they weighed (or would have weighed, in the case 
of non-voters) their own price threshold, defined as 
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the maximum price, up to which they would have 
been willing to vote for the ticket and the average 
price threshold of all students in their decision. Ta-
ble 2 shows that 84 percent of voters and 77 percent 
of non-voters put more weight on their own benefit, 
11 percent and 12 percent weighed both thresholds 
equally and only 5 percent of voters and 11 percent of 
non-voters assigned higher importance to other stu-
dents’ benefits. This suggests that pocketbook voting 
is more important than social preferences, even based 
on voter self-reflection. If anything, one could expect 
that people would rather highlight social preferences 
if asked how one weighs self-interest and social pref-
erences, suggesting that our measures are unlikely to 
overestimate the importance of pocketbook voting.

For Dataset II, Figure 3 depicts the share of yes 
votes dependent on how intensively the voter used 
the service that was the subject of the vote. For each 
ticket, more than 90 percent of those who used the 

service very often voted in favor, while the share of 
yes votes varies between 24 percent and 32 percent 
for those who never used the service. 

Pocketbook benefits do not explain all votes. 
This can be seen in Table 3 where we relate voting 
decisions in Dataset II to the answers to the question 
whether respondents would have bought the ticket 
individually if it were rejected in the referendum but 
available for individual purchase at the same price. In 
line with pocketbook voting, 93 percent to 96 percent 
of those who voted against a semester ticket would 
also decline the opportunity to buy it privately, but, 
remarkably, 23 percent to 27 percent of those who 
voted in favor of a ticket would not be willing to buy 
it privately for the same price.

We conjecture that social preferences or expres-
sive motives can explain most of the votes that are 
not in line with pocketbook voting. Indeed, as we re-
port in Meya et al. (2020), in Dataset I, the majority of 

Table 2

Importance of Own vs. Other Students’ Price Thresholds in Dataset I
Voters Non-voters

Weighting of price thresholds (Percent) (Percent)

Only one price threshold 52.9 47.1

Stronger own price threshold 31.5 30.0

Both equally strong 10.8 11.8

Stronger expected average threshold of all students 3.6 8.5

Only expected average price threshold of all students 1.2 2.6

Observations 758 340

Responses to the question how students weighed (would have weighed) their own price threshold and the expected average price threshold of all students in their voting 
decision on the Bahn ticket. Percentages refer to the total of voters (non-voters) who gave a response and did not check “no answer.”

Source: Meya et al. (2020).
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Table 3

Voting and Hypothetical Private Purchase Decisions in Dataset II

Train ticket  
(1,180 responses)

Bus ticket  
(1,194 responses)

Culture ticket  
(1,188 responses)

Vote no Vote yes Vote no Vote yes Vote no Vote yes

Would not buy 13.4% 21.7% Would not buy 47.9% 13.4% Would not buy 43.7% 12.4%

Would buy 0.9% 64% Would buy 1.8% 36.9% Would buy 2.3% 41.7%

Source: Meya et al. (2020).
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losers who voted in favor of the Bahn ticket thought 
that other students gained from it and reported that 
they cared about this gain. Among the winners who 
voted against the ticket, a clear majority was either 
of the view that other students would lose from the 
ticket or expressed strategic concerns that accepting 
a higher price could foster future price increases in 
a question with a write-in option. Similarly, in Data-
set II, we found that more than 90 percent of those 
voting in favor of a ticket despite not being willing 
to buy it privately claimed at least one social or ex-
pressive motive.

Figure 4 summarizes our findings. The figure 
shows that 77 percent to 87 percent of all votes can 
be rationalized by pocketbook voting alone. In Dataset 
I, this corresponds to losers voting against the ticket 
and winners voting in favor, disregarding the middle 
category. Note that the 87 percent share of votes that 
can be rationalized by pocketbook voting in this Da-
taset is almost the same as the share of respondents 
who declared that they cared only or mostly about 
their own price threshold in Table 2. In Dataset II, a 
vote is rationalized by pocketbook considerations if 
the respondent votes in favor of a ticket if and only if 
he or she would buy it privately at the price charged. 
Almost all of the votes that cannot be rationalized 
in this way can be rationalized by social preferences 
or expressive motives, leaving less than 5 percent of 
unexplained votes for each referendum.

We show in Meya et al. (2020) that the conclusions 
are supported also by regression analysis. We also 
included in robustness analyses political preferences 
(in both datasets) and fields of study (in Dataset II) in 
the regression equation. While supporters of left-wing 
parties and students in humanities or social sciences 
were more likely to vote in favor of the culture ticket, 
these variables overall have only a minor impact on 
the voting decision. The coefficients of the variables 
measuring monetary benefits and social preferences, 
or expressive concerns remain stable when these var-
iables are included. The more a student gains in mon-
etary terms from a ticket, the more likely he or she 
is to vote in favor. Students who find some social or 

expressive motive important are more likely to vote 
in a way promoting this concern. Regression analysis 
also confirms that participation increases in stakes, in 
line with the theory of instrumental voting.

The empirical analysis clearly rejects both hy-
potheses H1 and H2 from the theoretical model. We 
thus establish pocketbook voting and find evidence 
that social preferences or expressive motives are rel-
evant for the voting decision. Since we reject both 
hypotheses, the empirical results do not allow the 
latter two motives to be disentangled: In our setting, 
social preferences and expressive concerns are obser-
vationally equivalent. Moreover, the strong support 
for pocketbook voting suggests that behavior can-
not adequately be described by a theory of purely 
expressive voting.

CONCLUSION

Our results are consistent with monetary interests 
being a major driver of both turnout and voting de-
cisions. This is also in line with stated preferences, 
with 84 percent of voters and 77 percent of non-voters 
saying that they put more weight on their own benefit 
than on savings for other students. However, we found 
that in addition to this pocketbook voting, social mo-
tives such as the costs and benefits to other students 
or the desire to support local public transportation or 
cultural life are also important and occasionally even 
decisive for the referendum outcome.

Our setting can be described as a real-world lab-
oratory of direct democracy. Just as in a laboratory, 
voters faced a clearly defined decision and had very 
good information on the individual costs and bene-
fits associated with both outcomes. Thus, confound-
ing influences such as asymmetric information were 
minimized. At the same time, the polity to which the 
respondents belong is real and the social ties between 
the participants are independent of researchers. Since 
the decisions we study have strong parallels with de-
cisions on local public goods, our results are particu-
larly informative for direct democracy at the local 
level. The relative importance of pocketbook voting 
and social motives can be expected to vary according 
to circumstances. We therefore invite other research-
ers to test the predictions of our theory in other set-
tings. It would be especially interesting to compare 
the relative importance of pocketbook benefits and 
social preferences across referenda taking place at 
different levels of government.
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Nobel laureate James J. Heckman (2008) called it 
the “accident of birth”: The family background has a 
strong impact on a child’s opportunities later in life. 
For instance, in Germany it takes six generations for 
the offspring of a low-income family to reach the 
average income (OECD 2018). Differences in family 
support are a key driver of social inequality. Family 
circumstances are not “self-inflicted” and are beyond 
the control of the individual. This source of inequal-
ity—the lack of equality of opportunity—is generally 

perceived as unjust (see Roemer 2008). Globally, there 
is growing concern about the persistence of inequality 
across generations.1 Therefore, the question of how 
to support youths from disadvantaged families, in 
particular, to improve their labor-market prospects 
ranks high on the political agenda in many countries.

Because disadvantaged children often lack the 
strong family support that other children receive, pol-
icies aimed at helping them face dire limitations as 
neither schools nor family-targeted programs can fully 
substitute for or change parents. Empirical research 
suggests that policies stand a good chance of suc-
ceeding if they compensate for limited family support 
early in life.2 Later interventions in schools or the la-
bor market, on the other hand, have proven much less 
successful in supporting disadvantaged youths (e.g., 
Cunha et al. 2006). However, little is known about the 
effectiveness of programs that provide disadvantaged 
youths with personal support from other adults. 

This is the approach followed by numerous men-
toring programs that aim to help disadvantaged ado-
lescents by offering them a mentor who can provide 
support that their family environment is not able to 
provide. In a project spanning several years, we in-
vestigate whether mentoring can help disadvantaged 
adolescents improve their school performance and 
skill development to achieve long-term success in the 
labor market. In our field experiment, we surveyed 
participants in a large German mentoring program 
and a corresponding control group at several loca-
tions throughout Germany, both before program start 
and one year later. This article summarizes the main 
findings of our evaluation study. We report the de-
tails of the study and the results in Resnjanskij et 
al. (2021). 

THE MENTORING PROGRAM

We examine the effectiveness of one of the largest 
one-on-one mentoring programs for disadvantaged 
adolescents in Germany. The program, Rock Your Life! 
was launched in 2009 by a group of university stu-
dents. It is offered in 42 cities across Germany and 

1 See, e.g., Alvaredo et al. (2018), Autor (2014), Black and Devereux 
(2011) and Corak (2013).
2 See, e.g., Almond, Currie and Duque (2018), Cunha et al. (2006), 
García et al. (2020) and Kosse et al. (2020). 

Sven Resnjanskij, Jens Ruhose, Simon Wiederhold and Ludger Woessmann

Mentoring Improves the 
Labor-Market Prospects of 
Disadvantaged Adolescents

How can the labor-market prospects of school-attending ado-
lescents from disadvantaged families be improved? One pos-
sible approach is the use of mentoring programs that assign 
adolescents a mentor who can provide them with support that 
their family environment is not able to provide. But do such 
programs really help? Testing this empirically is difficult be-
cause it is unclear how these adolescents would have devel-
oped without participating in the mentoring program, since 
available datasets generally do not include a convincing con-
trol group of similarly disadvantaged youths. To overcome this 
limitation, we randomized participation in a large German 
mentoring program, exploiting the fact that the program was 
oversubscribed, i.e., had more applicants than available slots. 
Due to the random assignment, the adolescents who did not 
participate in the program provide a compelling control group 
for the participants. We find that the mentoring program sig-
nificantly improves an index of labor-market prospects for 
eighth- and ninth-graders from severely disadvantaged families 
one year after program start. The positive effects are present 
for all three components of the index, which measure cogni-
tive (math grade), non-cognitive (patience and social skills) 
and motivational (labor-market orientation) aspects. For dis-
advantaged adolescents, the expected income benefits from 
program participation greatly exceed program costs. In con-
trast, the program has no positive effects for adolescents from 
less disadvantaged families. The results suggest that mentor-
ing works when it compensates for a lack of family support. 
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has established more than 7,000 mentoring relation-
ships since its foundation (Rock Your Life! 2020).3 The 
program, which lasts up to two years, targets eighth- 
and ninth-graders in lower-track secondary schools 
in disadvantaged neighborhoods and provides them 
with a voluntary university-student mentor.

The program’s primary goal is to prepare ado-
lescents for a successful transition into professional 
life. To reach this goal, the mentoring relationships 
are supposed to:

 ‒ support disadvantaged adolescents in developing 
their individual potential

 ‒ promote their self-esteem and confidence in their 
own abilities

 ‒ improve their situation at school and provide 
guidance for their professional future 

Regular mentor-mentee meetings are the core of the 
program. These are meant to take place every two 
weeks. In addition to joint leisure activities such as 
visits to the cinema and the zoo, mentors help men-
tees cope with stressful situations at school or in the 
family, give career guidance and provide support for 
applications for apprenticeships.4

The program is organized as a franchise system 
of self-governing locations in participating university 
cities. The local university societies are responsible 
for operating and organizing the mentoring program 
and recruit university students who voluntarily act 
as mentors. An umbrella orga nization, organized as 
a non-profit holding company, coordinates the ac-
tivities of the mentoring sites and makes strategic 
de cisions about future developments of the overall 
program. The holding company also provides stand-
ardized training courses for the mentors, counseling 
of mentors on how to run the mentoring relation-
ship and training opportunities on how to organize 
the local university societies. The program relies on 
funding from foundations and other social investors.

STUDY DESIGN

An empirical investigation of whether the mentoring 
program is effective in improving the labor-market 
prospects of participating youths faces a major chal-
lenge: Since the program targets severely disadvan-
taged youths, it is very difficult to find a convincing 
control group of similarly disadvantaged youths who 
did not participate in the program. But such a control 
group is necessary for determining how the situation 
of youths participating in the program would have 
developed without participation. 

3 The program is also offered in 10 cities in Switzerland and the 
Netherlands. More information about the mentoring program is 
available at https://rockyourlife.de and https://de.wikipedia.org/
wiki/Rock_Your_Life.
4 The mentoring relationships between the mentors and the ado-
lescents are formed during a “Kick-off” meeting. “Job Coach” train-
ing and “Your Way” training offer further qualification opportunities.

We therefore designed and 
conducted a field experiment 
to evaluate the effectiveness of 
the mentoring program. When-
ever there were more applicants 
than available slots at a mentor-
ing site (i.e., oversubscription), we 
let a lottery decide on participa-
tion.5 In doing so, we obtained a 
treatment group of (random) pro-
gram participants and a control 
group of (random) non-partici-
pants. From an ethical perspec-
tive, a random allocation of pro-
gram participation is the fairest 
way to allocate available program 
slots to applicants. Since there are 
more interested adolescents than 
available slots, it is simply left to 
chance who is allowed to partic-
ipate in the program and who is 
not. The adolescents were already familiar with this 
kind of procedure from their everyday school life, 
since student exchange programs and other programs 
are often oversubscribed. 

From a research point of view, the random as-
signment also offers an important advantage: With a 
sufficiently large number of cases, the random assign-
ment ensures that participants and non-participants 
have similar characteristics on average. In fact, we 
can show that there are indeed no significant differ-
ences between either group in the numerous charac-
teristics we collected before random assignment. The 
non-participants are thus a convincing control group 
for the participants. 

We conducted the study in two consecutive co-
horts in ten cities across Germany.6 A total of 308 ado-
lescents in 19 schools participated 
in our study. We collected baseline 
data prior to the start of the 
mentoring program between 
October 2016 and May 2017 in 
the first cohort and one year 
later in the second cohort.7 Im-
portantly, our evaluation did not 
alter any elements of the program 
or the selection of participating 
schools, adolescents or mentors. 

To evaluate the impact of 
the mentoring program on la-

5   At mentoring sites without oversub-
scription, all applicants participated in 
the program. These participants who 
were non-randomly allocated to the pro-
gram are not included in the analysis report-
ed here. 
6 The ten cities are Aachen, Berlin, Duis-
burg, Essen, Hamburg, Cologne, Leipzig, 
Lübeck, Lüneburg and Mannheim. 
7 The first cohort also includes two pilot 
studies conducted in November 2015 and 
June 2016.
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bor-market prospects, we conducted a second survey 
approximately one year after the baseline survey. We 
made considerable efforts to reach participants again. 
For example, our team members made over 100 trips 
to participating schools to establish a trusting relation-
ship with principals and teachers, to conduct the sur-
veys in the school and to collect administrative data 
on school grades. We achieved an exceptionally high 
resurvey rate. Overall, we have information on 98.7 
percent of participants (304 of the 308 adolescents) 
one year after program start. In our own follow-up 
survey, we achieved a participation rate of 94.5 per-
cent. In addition, we received the school grades of 95.5 
percent of the adolescents from official school reports. 

MEASURING LABOR-MARKET PROSPECTS AND 
SOCIO-ECONOMIC STATUS

Because all participants in our evaluation are still en-
rolled in school one year after program start, we can-

not observe actual labor-market outcomes. Therefore, 
we defined three outcome components that predict 
long-term labor-market success according to the lit-
erature and our own analysis of representative data 
for Germany. These three components of labor-mar-
ket prospects are (1) math grades in school as the 
cognitive component, (2) patience and social skills 
as the non-cognitive component and (3) labor-mar-
ket orientation as the motivational component (see 
Resnjanskij et al. 2021 for details on the specific vari-
ables underlying each component). We combine these 
three components into an overall index of labor-mar-
ket prospects and also report results for the three 
sub-indices. 

Highly disadvantaged adolescents are the main 
target group of the mentoring program. These ado-
lescents are likely to lack family support, which the 
mentoring program can partly make up for. However, 
when we analyzed the baseline survey data, we found 
that more advantaged adolescents also participate in 
the program. Although the program targeted schools 
in disadvantaged neighborhoods, the program did not 
discriminate among interested youths within these 
schools. As a result, participants with a higher so-
cio-economic status were also eligible to participate 
in the program. 

In our analysis, we distinguish between highly 
disadvantaged (low socio-economic status (SES)) and 
less disadvantaged (higher socio-economic status 
(SES)) adolescents. We divide our sample into two 
roughly equally sized groups using information on the 
number of books at home (a well-established meas-
ure of family social, economic and educational back-
grounds, see, e.g., Schuetz, Ursprung and Woessmann 
2008): Adolescents with 25 or fewer books at home are 
classified as low SES and adolescents with more than 
25 books at home are classified as higher SES (Figure 
1a).8 47 percent of the adolescents in our sample are 
low SES. Across Germany, the percentage of low-SES 
adolescents is only about half as large (23 percent). 
This confirms that the mentoring program succeeds 
in reaching the intended target group. However, it is 
also apparent that a significant percentage of program 
participants is not highly disadvantaged. 

For further characterization, Figure 1 compares 
additional socio-demographic characteristics of the 
adolescents in our sample with a representative sam-
ple of adolescents in Germany (PISA study 2012). It 
is striking that the percentage of adolescents with a 
migration background among the study participants 
(58 percent) is more than twice as high as the German 
average (28 percent). One out of four adolescents in 
our sample lives in a single-parent household, com-
pared with 14 percent in Germany overall. In addition, 
female adolescents (56 percent) are slightly overrep-
resented in our sample. 

8 Analyses using a broader index of socio-economic status that 
combines information on books at home, parent educational attain-
ment and parent labor market status yield very similar results. 

Socio-demographic Characteristics of Participants Compared 
to the Total Adolescent Population
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The survey data also illustrate that highly disad-
vantaged adolescents often lack parental support. 
Figure 2 shows the percentage of adolescents who 
experience little school support from their parents, 
separately for low-SES and higher-SES adolescents. 
Almost half of the highly disadvantaged youths report 
that they receive little support from their parents in 
school-related matters. In contrast, this is the case for 
only one-third of the less disadvantaged adolescents. 

Finally, our main outcome measure, labor-market 
prospects, as well as its components also reveal sig-
nificant socio-economic gaps (measured in the control 
group not participating in the program). Overall, low-
SES youths have lower labor-market prospects than 
their higher-SES counterparts (Figure 3). In particular, 
they perform significantly worse in math and exhibit 
a lower level of patience and social skills. In what fol-
lows, we examine the effectiveness of the mentoring 
program in increasing the labor-market prospects of 
disadvantaged adolescents, potentially reducing the 
existing socio-economic gaps.

MAIN RESULTS

The randomization into treatment and control group 
makes estimating the causal effect of participating 
in the mentoring program straightforward. A simple 
comparison of the mean values of the outcome var-
iables between the two groups one year after pro-
gram start shows whether the labor-market prospects 
of the youths have improved as a result of program 
participation. Our preferred estimation model also 
includes control variables for the level of the respec-
tive outcome before program start and for individ-
ual characteristics, both of which are taken from the 
baseline questionnaire, as well as fixed effects owing 
to the randomization procedure. However, none of 
these are crucial for the results.

An overall picture of the effectiveness of the men-
toring program emerges when we look at the index 
of labor-market prospects. Low-SES adolescents ben-

efit significantly from participating in the mentoring 
program: In the sample of low-SES adolescents, the 
labor-market prospects for those who participated in 
the program are more than half a standard deviation 
higher than the labor-market prospects of those who 
did not participate (Figure 3). Thus, program partici-
pation fully closes the SES gap in labor-market pros-
pects for low-SES adolescents. The positive effects are 
similar for girls and boys. Thus, low-SES adolescents 
benefit considerably from the program. 

For low-SES adolescents, the mentoring pro-
gram has a significant positive effect on each of 
the three sub-indices of our index of labor-market 
prospects—math achievement, patience/social skills 
and labor-market orientation. For example, the math 
grade improves by 0.29 standard deviations as a result 
of program participation. This effect corresponds to 
an improvement by an average of 0.42 grade points 
(closing more than half of the gap to adolescents with 
a more advantaged socio-economic status). More 
detailed analysis shows that performance increases 
across the entire grade distribution. 

Low-SES adolescents also benefit from the pro-
gram in the non-cognitive domain. An index summa-
rizing measures of patience and social skills increases 
by 0.44 standard deviations as a result of program 
participation. This increase is mainly driven by pa-
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tience as a measure of future orientation and willing-
ness to postpone gratification. Social skills—meas-
ured as prosociality, trust and self-efficacy—are also 
positively affected by the program, but the increase 
is somewhat smaller and not statistically significant. 

Finally, participating in the mentoring program 
also increases the labor-market orientation of the se-
verely disadvantaged adolescents by 0.29 standard 
deviations. The effect is driven by the wish to be part 
of an apprenticeship: Program participation increases 
the percentage of low-SES adolescents stating that 
they want to do an apprenticeship after school by 
22 percentage points (from 44 percent in the control 
group to 66 percent in the treatment group). We in-
terpret this evidence as showing that participants in 
the mentoring program develop more realistic expec-
tations about their future careers, since successfully 
completing an apprenticeship is the most relevant 
career track for disadvantaged youths in low-track 
schools. This interpretation is also consistent with 
results on various dimensions of satisfaction: Low-
SES youths in the treatment group are more satisfied 
with their lives and their current belongings than their 
counterparts in the control group, suggesting that the 
program makes highly disadvantaged adolescents 
focus on what they can realistically achieve and ap-
preciate what they already possess. In contrast, there 
is no program effect on whether the adolescents al-
ready know exactly what they want to do later in life. 

Adolescents with a more favorable socio-eco-
nomic status do not benefit from program participa-
tion. If anything, their labor-market prospects (overall 
index and each component) tend to decline slightly. 
However, the effect is small and not statistically sig-
nificantly different from zero.

Hence, mentoring seems to work primarily for 
highly disadvantaged adolescents who severely lack 
family support. This picture also manifests itself in a 
further analysis in which we test different channels 
that can potentially explain the effect of the mentor-
ing program. The results of this analysis show that a 
notable percentage of the positive effect on the la-
bor-market prospects of disadvantaged adolescents 
can be attributed to the fact that the program offers 
mentors as attachment figures with whom the adoles-
cents can talk about their future. Mentors also provide 
important information about future career choices 
and facilitate the mentees’ understanding that learn-
ing in school can be helpful for their future career. 

One reason why the program does not work for 
the less disadvantaged adolescents could be that 
the mentors are unable to provide these adolescents 
with any significant additional help beyond the fam-
ily support they already have. In contrast to severely 
disadvantaged youths, the mentees from less disad-
vantaged families do not report that mentoring helps 
them to cope with problems at school or outside of 
school. In addition, mentor-mentee conversations re-
volve around leisure activities more often than is the 

case for highly disadvantaged adolescents. Our results 
also indicate that for the less disadvantaged youths, 
participating in the program crowds out potentially 
beneficial activities, for example, social activities at 
school.

The mentoring program also reaches a substan-
tial percentage of adolescents with a migration back-
ground. For more than half (58 percent) of the partic-
ipants in the evaluation study, either the adolescents 
themselves or at least one of their parents was born 
abroad (Figure 1b). The program effect in the sample 
of migrants is significantly positive, albeit somewhat 
smaller than in the low-SES sample. If migration and 
socio-economic status are taken into account simul-
taneously, the effects are driven exclusively by the 
socio-economic status. However, there is a large pos-
itive effect of program participation on labor-market 
prospects of first-generation migrants—i.e., youths 
who were themselves born abroad.

CONCLUDING REMARKS

Our findings suggest that mentoring programs can 
substantially improve the future labor-market pros-
pects of highly disadvantaged adolescents. The stud-
ied mentoring program, Rock Your Life!, significantly 
increases overall labor-market opportunities of ado-
lescents with a low socio-economic status, completely 
closing the gap between them and more advantaged 
adolescents. All three components of the overall index 
of labor-market prospects—cognitive, non-cognitive 
and motivational aspects—are positively affected by 
the program. Therefore, mentoring seems a viable 
policy for raising the prospects of disadvantaged chil-
dren even during adolescence. Of course, mentors 
can never fully substitute for parents and they never 
aim to. However, by providing guidance for future op-
portunities, they appear to be able to substitute for 
some elements of parental support that many disad-
vantaged youths are lacking. 

In contrast, the program is not effective for 
youths who have a more advantaged socio-economic 
status, for whom lacking parent support is less of a 
handicap. Therefore, the sharp differences in program 
impact by participants’ socio-economic status suggest 
that the program should focus on those adolescents 
who truly lack family support.

To estimate the magnitude of program benefits 
relative to the costs, we conducted a rough cost-ben-
efit analysis. We measure the benefits of the program 
in terms of the lifetime labor-market returns that the 
severely disadvantaged adolescents can expect as 
a result of their improved school grades (according 
to own calculations based on representative data 
for Germany). Given the large effects and relatively 
low costs of the program, the benefit-to-cost ratio is  
15–to–1 for the current version of the program and 
31–to–1 for a program targeted at severely disadvan-
taged youths. Although such estimates are subject to 
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a considerable degree of uncertainty, the large mag-
nitude suggests that the costs of the mentoring pro-
gram are likely more than offset by the labor-market 
benefits it generates.
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THE VENEZUELAN EXODUS AND THE MOST 
UNDERFUNDED REFUGEE CRISIS IN THE WORLD 

The Venezuelan exodus is the largest of its kind in 
the Latin-American region and one of the largest 
worldwide. The number of refugees from Venezuela 
registered by the United Nations High Commissioner 
for Refugees (UNHCR) has jumped from 52,615 in 2016 
to more than half a million in 2017 and nearly 5 mil-

lion in 2019, an increase of more than 9000 percent. 
In comparison, the Syrian refugee crisis has caused 
approximately 5.6 million Syrians to leave their home 
country 10 years after the Arab Spring (UNHCR 2021). 
Venezuela has traditionally been a migrant-receiving 
and not migrant-generating country, mainly caused 
by the oil-boom (Zlotnik 1998). Before the start of 
the crisis in 2015, the country was marked by a rel-
atively highly skilled population when compared to 
the rest of the region. In 2012, Venezuela was one of 
four Latin American countries in which 20 percent of 
its population between 25 and 64 years old have a 
higher education degree, compared to 13.5 percent 
throughout the rest of the Latin-American region 
(Ferreyra et al. 2017). 

The outflow of refugees in Venezuela follows 
a humanitarian and economic crisis created under 
the authoritarian regime of Hugo Chávez and his 
successor Nicolas Maduro. Poverty levels in Vene-
zuela are among the highest in the world. In 2019/20, 
94 percent of the population in Venezuela is poor 
(compared to 33 percent in 2006) and 67 percent are 
considered extremely poor (compared to 6.7 percent 
in 2006).1 Before the Covid-19 outbreak, 93.4 per-
cent suffered from food insecurity and one out of 
three children suffered stunted growth due to severe 
malnutrition, compared to 1.3 out of 10 children in 
2009.2 In 2019/20, only 56 percent of the labor force 
is active in the labor market and the NEET (the rate 
of the young not in employment, education or train-
ing) is 45 percent. 

The Venezuelan refugee crisis is the most un-
derfunded refugee crisis in the world (Bahar and 

Dooley 2019). Using R4V data and data from 
the OCHA Financial Tracking System, Bahar 
and Dooley (2019) calculate that as of 2020, 

a total of USD 3,150 was provided per Syr-
ian refugee, USD 1,390 per South Sudanese 
refugee, and only USD 265 per Venezuelan. 

In 2020, only 49 percent of the required USD 

1   National Poverty Headcount Ratio from Encuesta Na-
cional sobre Condiciones de Vida (ENCOVI) 2019/20 and 
International Poverty Headcount Ratio from World Devel-
opment Indicators 2021. 
2   ENCOVI 2019/20 and World Development Indicators 
2021. 
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1.4 billion to address the Venezuelan exodus 
were met.3 This discrepancy is also present 
when looking at funding data for Colombia. 
In 2020, only 42 percent of the needed USD 
782 million goal was met. 

THE SITUATION OF VENEZUELANS IN 
COLOMBIA 

Who has been Crossing the Border to 
Neighboring Colombia? 

In 2019, according to data from the UNHCR, 36 per-
cent of Venezuelans resided in Colombia (Figure 3). 
Estimates based on the Survey of Quality of Life (ECV 
2019) show that nearly 4 percent of the population in 
Colombia was born in Venezuela, one third of which 
is undocumented (Figure 4).4 In comparison, a repre-
sentative survey by GIFMM shows that 70.8 percent 
has none of the required legal documents (GIFMM 
2021). Based on ECV (2019) estimates, 18.8 percent of 
Venezuelans in Colombia were studying at the time 
of the interview and the skill composition of the pop-
ulation out of education is mainly medium-skilled. 
More than one-third of Venezuelans in Colombia is 
under 18 years old and only a small percentage of 
19.8 percent is over 35 years old.5

Venezuelan Access to the Labor Market, Social 
Protection and Income Sources 

Even before the Covid-19 outbreak, per capita in-
come was much lower on average for Venezuelans 
than for Colombians and Venezuelans have been 
more affected by poverty (GEIH 2019). In 2019, the 
per capita income of native Venezuelans was 50 per-
cent less than the per capita income of those born in 
Colombia.6 As shown in Figure 5, on average, 58.9 per-
cent of Venezuelans in Colombia live below the na-
tional poverty line and 16.1 percent in extreme pov-
erty.7 In comparison, 34.8 percent of Colombians clas-

3 The United Nations estimated the financial needs for the Vene-
zuelan refugee population in the Regional Refugee and Migrant Re-
sponse Plan (RMRP) for Refugees and Migrants from Venezuela in 
2019. In this plan, funding requirements are estimated on a need-
based approach (RMRP 2019). Financial needs are assessed within 
areas of intervention (AoI) for each destination country based on an 
estimated number of refugees arriving in the respective year of inter-
est. The AoI are: direct emergency assistance, protection, socio-eco-
nomic and cultural integration and strengthening the capacity of the 
host government (RMRP 2019).
4 Based on own calculations. The sample consists of 9,865 Venezue-
lans. The survey consisted of 1,604 telephone interviews of Venezue-
lan households who have been living in Colombia for at least three 
months and up to five years. The interviews took place between De-
cember 5 and 17, 2020 and cover 99 municipalities and 25 depart-
ments. Interviewees are part of the programs Coalición por Venezuela 
and Respuesta de Emergencia en Arauca (ERA).
5 Fourteen percent of Venezuelans in Colombia are under 6 years 
old, 23.9 percent are between 6 and 18 years old and 17.3 percent 
are between 18 and 24 years old. Another 25 percent is between 25 
and 35 years old.
6 While the local population disposes of COP 712,809.7 on average, 
Venezuelans dispose of COP 417,070 Pesos on average.
7 Using the national poverty line of COP 327,674 and the national 
extreme poverty line of COP 137,350. 

sify as poor and 9.3 percent as extremely poor. In the 
last trimester of 2020, this percentage has increased 
by 2.6 percentage points to 61.5 percent for Vene-
zuelans in Colombia, and by 2.2 percentage points 
to 37.0 percent for the local population (GEIH 2020). 
Extreme poverty grew by 2.3 percentage points for 
Venezuelans and 0.7 percentage points for the local 
population. 

Food security is one of the main concerns for 
Venezuelans in Colombia and the percentage suf-
fering from food insecurity has increased over time 
(UNHCR 2018-2020). While in 2018 5.8 percent of re-
spondents report to only have one meal per day, this 
percentage has increased to 8.9 percent in 2020 (Fig-
ure 6). Not even half of respondents have 3 meals per 
day in 2020. Access to food has been one of the main 
needs of Venezuelans since 2018 but the percentage 
has increased in 2020. While in 2018, 13.6 percent 
name access to food as the number one priority, in 
2020, 23.8 percent do so. Fourteen percent beg on 
the street to cope with food shortages, 1.7 percent 
engaged in survival sex and 1.3 percent in child labor 
(UNHCR 2018–20). 

Before the Covid-19 outbreak 83.8 percent of 
Venezuelans between 16 and 64 years old are ac-
tive in the labor market compared to 79.0 percent 
of Colombians (GEIH 2019). There are large gender 
differences in labor activity. While of the men born in 
Venezuela 94.9 percent are active in the labor market, 
this applies only to 72.3 percent of women born in 
Venezuela. In comparison 87.5 percent of men born in 
Colombia are active in the labor market, compared to 
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70.2 percent of women. The main activity of women is 
housework, with 48 percent of Venezuelan women and 
43.2 percent of Colombian women mainly engaging in 
this. The unemployment rate among Venezuelans in 
Colombia is 15.0 percent while it is only 10.7 percent 
for Colombians. It is higher for women born in Vene-
zuela (22.5 percent) than for men born in Venezuela 
(9.4 percent). This is not the case when looking at the 
Venezuelan population born in Colombia: 13.8 per-
cent of men are actively looking for a job compared to 

8.3 percent of women. Employed Venezuelans seem to 
be more affected by informality but not by temporary 
job placements than the employed local population 
(GEIH 2019). The gap in health insurance is wide: While 
91.7 percent of employed Colombians have access to 
medical insurance in the case of illness, only 23.1 per-
cent of Venezuelans do so. 

Venezuelans in Colombia are individual work-
ers or self-employed, and they experience a large 
wage gap compared to the local population (GEIH 
2019). Most Venezuelans found their current employ-
ment via personal contacts (79.6 percent). They work 
as individual workers (45.3 percent) or are self-em-
ployed (45.2 percent). This distribution is similar for 
the local population, with 41.8 percent working as 
individual workers and 40.7 percent being self-em-
ployed. In 2019, average wages of Venezuelans in 
Colombia are much lower than for workers born in 
the country: 766,232.9 Colombian Pesos compared to 
1,094,992 Colombian pesos. This means that Venezue-
lans in Colombia earn on average 70 percent of what 
Colombians earn. On the other hand, unemployed 
Venezuelans are willing to enter the labor market for 
lower wages than the local unemployed population. 
Their acceptable minimum wage is COP (Colombian 
Peso) 761,026.9 on average, compared to COP 944,160 
for the locals. 

The access to public transfers is much lower for 
Venezuelans than Colombians but a larger number of 
Venezuelans receive remittances (GEIH 2019). While 
only 3.2 percent of Colombians receive remittances, 
this applies to 15.3 percent of Venezuelans living in 
Colombia. On the contrary, Venezuelans’ access to aid 
programs provided by governmental and non-govern-
mental entities is much lower at 5.5 percent compared 
to 22.6 percent of the local population. Only 2.5 per-
cent of Venezuelan households access Colombian 
government programs, such as the Families in Action 
program (Familias en acción) compared to 22.1 percent 
of Colombian households.8 

Venezuelan Access to Services and Productive 
Assets 

In 2019, Venezuelans in Colombia mainly lived in 
houses (37.7 percent), apartments (45.6 percent) or 
rooms (15.3 percent) (ECV 2019), while other sources 
show that more than 10 percent of Venezuelans live 
on the streets (UNHCR 2018–20). In general, Vene-
zuelan households seem to have less living space at 
their disposal than Colombian households (ECV 2019). 
While Venezuelan households have 2.6 rooms on av-
erage, Colombians have 3.5 rooms on average. This 
is although Venezuelan households are with on aver-
age 4.7 members larger than Colombian households, 
which have 3.9 members on average. 

8 Familias en Acción is a conditional cash transfer program based 
on health and educational incentives. 
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The pandemic has severely impacted the hous-
ing situation of Venezuelans, with 40 percent being 
dislodged (UN 2021). The need for housing has be-
come a top priority in the UNHCR protection mon-
itoring in 2020, after access to food. While in 2018, 
12.2 percent name housing as their number one need, 
this percentage increased to 17.1 percent in 2020 (UN-
HCR 2019–2020). This is confirmed by a representa-
tive survey conducted by GIFMM in which 68 percent 
state a need for housing as their top priority need 
(GIFMM 2021).

Venezuelan Access to Health and Education 

There are large deficits in the access to health 
services of Venezuelans (ECV 2019). Only 22.0 per-
cent of Venezuelans have access to health insurance 
compared to 95.8 percent of Colombians (Figure 7).9 

Coverage of complementary health services, e.g., 
a student health insurance or a pre-payment of  
medicines, is also very low among Venezuelans at 
less than 1 percent. Of those with access to health 
insurance, 55.9 percent have access to the subsidized 
service, while 41.9 percent make monthly payments. 
Only 27.1 percent of Venezuelans state they con- 
sult their doctor at least once a year for preventive 
reasons, compared to 69.6 percent of Colombians 
(Figure 7). Twenty-nine percent of Venezuelans do 
not consult with their doctor due to a lack of fi-
nancial resources, followed by 25 percent stating 
that their current health state does not require it.  
Additionally, 17.9 percent blame bureaucratic 
processes. 

Access to vaccines and pediatric care is low for 
Venezuelan children and one-fourth of pregnant 
women born in Venezuela do not have access to 
prenatal medical care (ECV 2019). Surprisingly, the 
latter is even lower for pregnant women born in Co-
lombia (31.5 percent). Still, the percentage of preg-
nant women receiving vitamin supplements is lower 
for Venezuelans (68.2 percent compared to 77.5 per-
cent for Colombian women). As displayed in Figure 8, 
an important percentage of Venezuelan children lack 
the required vaccines for their respective age group 
(20 percent). This applies to 4.3 percent of Colombian 
children. Only 37.6 percent of Venezuelan children 
get pediatric care compared to 92.4 percent of Co-
lombian children. 

Children under 5 years old who are born in 
Venezuela have less access to early childhood ed-
ucation than those born in Colombia. According to 
recent estimates from the ECV (2019), only 29.4 per-
cent of children under 5 years old who are born in 

9 In Colombia, the health system is constructed around Health Pro-
motion Agencies (Entidades Promotoras de Salud, EPS). There are 
two different plans accessible within these agencies: Those who can 
make payments are obligated to make monthly payments for the 
services offered. Those who cannot make payments receive subsi-
dies services. In addition, Colombians can buy complementary 
health insurance services. 

Venezuela attend a pre-school educational facility, 
compared to 36.2 percent of children born in Colom-
bia. For both groups, the majority stay at home with 
their main caregiver (mother or father). While the 
main reason mentioned by Venezuelan caregivers is 
the lack of ability to pay (21.5 percent), or the lack 
of respective institutions close by (5 percent), this 
percentage is much lower for Colombian caregivers 
(4.1 percent and 8.4 percent, respectively). Most Co-
lombians state that they consider their child to be 
too young to attend these facilities (71.6 percent). 
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This percentage is only 43 percent for Venezuelan 
respondents. Additionally, access to social protection 
programs is low in general among children under 
5 years old, but lower for those born in Venezuela 
(ECV 2019).10 

There are large gaps in school attendance 
among Venezuelan and Colombian children and the 
10 While 5.0 percent of Colombian children have access to the ICBF 
social protection program, only 2.6 percent of Venezuelan children 
do so. 5.7 percent of Colombian children under 5 years old have ac-
cess to the modular program of the family environment compared to 
1.4 percent of Venezuelan children.

main reasons are their refugee status as well as a 
lack of ability to pay (ECV 2019). According to admin-
istrative data from 2019, the percentage of Venezue-
lan children in the school population in Colombia is 
substantial (SIMAT 2021). More than 2 percent of chil-
dren attending nursery school and kindergarten are 
Venezuelan. This percentage is 6.7 percent in primary 
schools and 3.6 percent in secondary schools (SIMAT 
2021). Still, only 69.7 percent of primary school-aged 
children born in Venezuela do attend an elementary 
school at the point of the interview, compared to 
98.1 percent of those born in Colombia. The gap is 
even wider for secondary school students (Figure 9). 
While only half of secondary-aged children born in 
Venezuela attend school at the point of the interview, 
this applies to 88.4 percent of those born in Colombia. 
The main reason for being out of school for Venezue-
lan elementary school children is the fact that they 
had to leave their place of residency (49.6 percent) 
followed by the inability to pay (30.1 percent). Being 
a refugee is the main reason for being out of school 
for 42.8 percent of secondary school students, fol-
lowed by the lack of financial resources (12.6 percent) 
and ability to pay (11.8 percent), and 5.9 percent of 
children who are of secondary-school age state that 
they have to work. 

A recent report by Sesame Workshop (2020) con-
cludes that Venezuelan refugee and migrant children 
in Colombia grow up in especially vulnerable situa-
tions. To escape poverty, they fall victim to child la-
bor, sexual abuse or become a criminal gang member. 
They are also subject to xenophobia. Additionally, a 
large number of children born in Colombia to Venezue-
lan parents fell into statelessness since they had no 
right to apply for the Colombian citizenship because 
they could not access the necessary documentation 
back in Venezuela and because consular activities in 
Colombia have been abrogated. In 2019, an estimate 
of nearly 28,000 Venezuelan children in the country 
were stateless (UNHCR 2019). 

The pandemic further exacerbates the gaps in 
health and education. The GIFMM (2021) study finds 
that 15 percent of Venezuelan children between 5 and 
11 years old did not have access to education before 
the pandemic. This percentage increased to 46 per-
cent during the Covid-19 restrictions in Colombia. The 
same percentage increased from 23 percent to 48 per-
cent for the 12- to 17-year-old age bracket. 

Crime, Human Trafficking and Xenophobia 

There are numerous reports swirling about the in-
crease in human trafficking and sex exploitation in 
the surge of the Venezuelan refugee crisis, but data 
to estimate the impact is lacking. Reports about the 
increase in human trafficking in the entire region, but 
especially at the Colombian border with Venezuela, 
are mounting. The UNHCR Project Monitoring data 
from 2018–2020 shows that 3.4 percent of respond-
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ents have experienced sexual assault or harassment 
and 2.4 percent have been raped, had transactional 
sex or were otherwise sexually exploited during 
their trip to Colombia.11 70.1 percent of 623 inter- 
viewed Venezuelans indicate that they entered the 
country irregularly. This dynamic is exacerbated by 
the Covid-19 pandemic, since Venezuelan migrants 
and refugees increasingly rely on coyotes, face a loss 
in income and work opportunities, and could addi-
tionally be increasingly exposed to the virus (R4V 
2020).

Estimates based on the Latinobarómetro from 
2018 show that over 80 percent of respondents 
in Colombia, regardless of gender and age, be-
lief that the arrival of immigrants in the country 
harms them or their family. However, only about 
0.2 percent of the respondents say that immigrants 
are the most important problem facing the coun-
try. Although the Colombian population has been 
sympathetic toward the Venezuelan refugees in gen-
eral, events in recent years have made Venezuelans 
more vulnerable to discrimination and stereotypes 
(Proyecto Migración Venezuela 2020). The survey of 
perception on migration in Colombia (Encuesta de 
Percepción de la Migración en Colombia)12 shows 
that the view of Colombians toward their neighbors 
has changed over time (Proyecto Migración Vene-
zuela 2020). Nearly half of Venezuelans in Colombia 
feel discriminated against because of their nation-
ality (GIFMM 2021).

COLOMBIA’S OPEN DOOR POLICY: AN ACT OF 
HUMANITY OR POLITICAL CALCULATION? 

The Decree 

On February 8, 2021, President Iván Duque opened 
a new pathway to legality for Venezuelan refu-
gees in Colombia. The new Statutory Temporary 
Pro tection status, to which Venezuelans can now 
apply, allows them to reside in Colombia for up to 
10 years before having to reapply for residency, to 
work legally, and to access healthcare services. All 
Venezuelans who are already in the country offi-
cially or who enter legally in the next two years are  
eligible. In addition, anyone who can prove that 
they entered the country illegally before January 
31, 2021, can officially register with authorities and 
obtain the Statutory Temporary Protection status. 
11 Fourteen out of 407 respondents report sexual harassment and or 
assault and 10 out of 407 respondents report forced sex (UNHCR 
2021). 
12 The Encuesta de Percepción de la Migración en Colombia is a sur-
vey with the goal to determine the perception of Colombians to-
wards the Venezuelan migrant population currently living in their 
country. It has been conducted three times in the past three years. 
The first survey period was in July 2019, the second from March 19 
until April 10, 2020 and the third from August 21 until September 10, 
2020. The first surveys consisted of 1,006 and 1,003 telephone inter-
views in 91 municipalities. The third survey consisted of 2,289 tele-
phone interviews in 86 municipalities. The surveys are representa-
tive on a national level with respect to age groups, socioeconomic 
backgrounds and sex (Proyecto Migración Venezuela 2019 and 2020). 

This is accompanied by Duque’s announcement that 
those who do not register may be subject to de- 
portation. 

The political economy behind the decree is 
many-fold, but the message is clear: Colombian 
authorities recognize that Venezuelans have come 
to stay. President Duque articulated in an interview 
the expectation that migrants would not stay for 
just a few years, but “for more than a decade” (Otis 
2021). The foreign office of Colombia emphasized 
the growing humanitarian need of the Venezuelan 
refugee population, which led to the creation of 
the Temporary Protection Status. Moreover, the Co- 
lombian government hopes that the Temporary 
Protection Status will help to increase the support  
received from the international community and that 
it will inspire other states to follow their example. 
With the new regulation, Duque acknowledges that 
Venezuelan migrants have come to stay. As the risk 
of deportation vanishes for legalized migrants, they 
can begin to care about their future in the longer 
term and start small businesses, for example. They 
can open bank accounts, save income and invest in 
their children’s future. The UN calls the decree an 
“act of solidarity” and “an example for the world.” 
President Duque calls on the world community to 
follow his example in dealing with the displaced 
Venezuelans. 

Other reasons might be driving the decision 
to introduce the new policy. The pandemic and the 
increased need for vaccines might be another driver 
behind the decree. Moreover, irregular migrants get 
access to the social protection system, and with this, 
health and education services. In addition to ethical 
reasons, there might be economic reasons behind 
the decree. While there are short-term costs (net  
fiscal costs of 0.5 percent of Colombia’s GDP in 2019), 
the International Monetary Fund (IMF) estimates that 
migration will be responsible for higher GDP growth 
of 0.25 percent each year for the following 10 years 
(IMF, 2020). Moreover, the new decree to legalize  
Venezuelan migrants in Colombia could help them 
to move out of informality. Another reason might be 
ensuring national security. Expanded identification  
of the migrant population in Colombia thus fa-
cilitates possible prosecution. The country faces 
problems of its own, with elevated poverty levels  
and high social inequality, and successfully in- 
tegrating Venezuelans might impede adding on to 
those.13 

13 Colombia is a country marked by high levels of social inequality 
and poverty. In 2019, the poverty rate, measured as the rate of peo-
ple living on less than 5.5 2011-PPP-US$ per day, is 29.4 percent and 
higher than the regional average of 22.5 percent (WDI 2021). The ex-
treme poverty rate, measured as the rate of people living on less 
than 1.9 2011-PPP-US$ per day, is 4.9 percent in 2019, and therefore 
also higher than the regional average of 3.7 percent (WDI, 2021). The 
level of social inequality in Colombia ranks among the highest in the 
world. Colombia’s Gini index is 51.3 in 2019 and the only country 
with a higher index in the Latin-American region is Brazil (WDI 2021).
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POSSIBLE IMPLICATIONS OF LEGALIZATION: 
INSIGHTS INTO LEGALIZATIONS IN OTHER 
COUNTRIES AND THE ACADEMIC LITERATURE 

In the following, we will summarize findings about 
legalizing immigrants based on a literature review. 
The main findings are summarized in Table 1. 

The literature so far has shown that legalization 
has a variety of positive effects on health, education 
as well as labor market outcomes for immigrants 
themselves, but that the effects are less clear for 
the native population. Evidence from the scientific 
literature shows that legalization programs are highly 
beneficial for immigrants themselves (Table 1). Not 
only do they gain access to social protection, the jus-
tice system and public services, such as healthcare 
and education, but it is also easier for them to come 
out of the shadows and become part of the formal 
labor market. Still, more research is needed to fully 
confirm this effect for markets with high levels of in-
formality, such as the one in Colombia. Integrating im-
migrants is also important when looking at attitudes 
toward migrants. The effect of amnesty programs on 
natives, on the other hand, is less clear. While nu-
merous studies have found that the burden on tax 
systems and government spending fades over time, 
or is even positive, the overall effect on native wages 
and employment status is less clear. More studies are 
needed to assess the conditions under which natives 
are affected negatively or positively, and there is also 
a lack in the literature with respect to the impact of 
amnesty programs on voting outcomes, especially in 
the developing world. 

CONCLUSION AND DISCUSSION 

The effects of the new policy reform in Colombia are 
difficult to predict but could be positive as the de-
cree could decrease the pressure on a labor market 
with high informality; it will probably close some of 
the welfare gaps Venezuelans are currently facing in 

the country. The Venezuelan population in Colom-
bia is young and willing to work. It is in the interest 
of the government to bring them out of the shadow 
and make them contribute to the welfare system. 
Additionally, Venezuelans are also willing to work at 
lower wages—this could change when they become 
part of the formal labor market and have access to 
wage protection mechanisms, such as the minimum 
wage. The bill will probably help close some of the 
gaps between Venezuelans and locals outlined in this 
report, which is especially important for the large per-
centage of children among the Venezuelan population 
and their long-term projections for a successful future 
in Colombia. As past waves of refugees have shown, 
refugees often come to stay. 
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 “The “Corona class of 2020” could face years of 
reduced pay and limited job prospects, long after 
the current economic storm has passed, unless 
additional support is provided fast.” (Kathleen 
Henehan, Resolution Foundation, on Reuters 
2020).

The coronavirus pandemic has caused unprecedented 
disruptions in virtually all aspects of people’s lives. In 
addition to the severe health consequences individ-
uals themselves or their relatives have encountered, 
many have suddenly found themselves in worse eco-
nomic conditions. Furthermore, social isolation will 
probably have lasting impacts on people’s mental 
health as well as on their social interactions. While 
the pandemic has inarguably hit individuals of all 
ages, it is likely that children and adolescents have 
been affected the most severely. School, puberty and 
further education or the start of a working career are 
important phases in an individual’s life, accompa-
nied by many uncertainties as well as life-changing 
experiences. This article aims to shed light on the 
consequences of the pandemic and its associated 
economic crisis as well as how it has impacted youth 
from school age to work entry. It highlights the first 
evidence on the impact of closed educational ins-
titutions on learning at all stages as well as the dif-
ficulties encountered when entering the job market 
or moving on to higher levels of education.

LEARNING LOSSES DURING THE COVID-19 CRISIS

The Extent of Current Learning Losses

Students are among those particularly affected by 
Covid-19 because they have to deal with the im-
pacts of the pandemic on a daily basis. In fact, over 
90 percent of school children worldwide (around 
1.5 billion children) faced fully or partially closed 
schools in the first half of 2020. One year into the 
pandemic, almost half of the world’s students are 
still affected by school closures (UNESCO 2021). The 
associated dramatic learning losses are documented 
in many countries. For instance, in Germany, the time  
children spent with school-related activities in spring 
2020 was more than halved as a consequence of 
the Covid-19-related school closures (Grewenig et 
al. 2020). During the second period of closures in 
early 2021, children still learned three hours less 

than on a typical school day before the pandemic 
(Woessmann et al. 2021). Maldonado and de Witte 
(2020) find that primary school students of the 2020 
cohort in Belgium had significantly lower scores in 
standardized tests compared to previous cohorts – 
across all tested subjects. Following a study by the 
UK Department for Education (2021), average learning 
losses of primary students in England corresponded 
to 3.7 months in math and 1.8 months in reading by  
October 2020. In the Netherlands, the school closures 
in spring 2020 resulted in a loss of student perfor-
mance in primary school achievement tests as large 
as 20 percent—corresponding exactly to what would 
have been learned during the period in which schools 
were closed, even though digitalization in the Neth-
erlands is rather advanced (Engzell et al. 2021). All 
of these studies find drastically larger reductions in 
learning time or competencies for disadvantaged 
students. This also holds true for the US: While the 
learning progress of children living in high-income 
areas decreased temporarily at the outbreak of the 
Covid-19 crisis but soon returned to baseline levels, 
children in lower-income areas “remained 50 percent 
below baseline levels through the end of the school 
year” (Chetty et al. 2020, p. 41). Thus, school closures 
are likely to aggravate educational inequality.
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The Long-Term Impacts of Learning Losses

Unfortunately, datasets comparable to the ones de-
scribed above are hard to come by on a global scale. 
The exact effects of the Covid-19-related school 
closures on student skills and knowledge therefore 
remain largely unknown. However, Hanushek and 
Woessmann (2020) suggest that losses in both learn-
ing time and student competencies will likely have 
a life-long impact. Based on existing research, they 
estimate that the loss of one third of a school year 
reduces a student’s later life-time income by 2.6 per-
cent on average (3.9 percent if half a school year is 
lost). The estimates vary substantially by country: 
The learning losses associated with one third of a 
school year range from a 5.6 percent later income 
loss in Singapore to 1.5 percent in Greece. As in-
dicated above, disadvantaged students may be dis-
proportionately affected. However, it is not only the 
individuals’ future earnings perspectives that are 
affected, but also society at large. Hanushek and 
Woessmann (2020) estimate that if an entire student 
cohort misses out on the skills usually learned during 
one third of a school year (and later cohorts return 
to previous learning levels), a country’s future GDP 
may be reduced by 1.5 percent on average for the re-
mainder of a century (2.2 percent if half a school year 
is lost). In this scenario, the total economic losses 
could amount to several trillions: for instance, in the 
US, this 1.5 percent loss in future GDP would cor-
respond to USD 14.2 trillion. Additionally, research 
on previous school closures in Belgium, Canada, 
and Argentina shows that lost learning may lead to 
lower student competences (Baker 2013), increased 
class repetition and reduced educational attainment 
even in higher education (Belot and Webbink 2010),  
reduced income and increased unemployment 
(Jaume and Willén 2019). Hampf et al. (2017) find 
that higher competences correspond to a higher like-
lihood to find work, with consistent results across 
the diverse set of countries in their sample. In line 
with this, Woessmann (2016) asserts that more years 
of schooling systematically go with lower unemploy-

ment. Finally, unemployment at a young age seems 
to impact life-long income as well: De Fraja et al. 
(2017) suggest that one month of unemployment be-
tween the ages 18 and 20 causes a life-long income 
loss of 2 percent.

VOCATIONAL TRAINING DURING THE PANDEMIC

Decline in Apprenticeships

Vocational education has been particularly hit by a 
pandemic that prevents in-person meetings. In many 
cases, the practical parts taught mostly in firms had 
to be paused and could hardly be replaced by online 
formats. In addition, theoretical concepts are taught 
in schools that, like all other schools, have largely 
remained closed. 

Generally, the number of signed apprenticeship 
contracts reacts to the economic cycle (e.g., Lüthi 
and Wolter 2020, among others). Using a novel da-
taset, Goller and Wolter (2021) analyze the behav-
ior of apprenticeship supply by tracking the search 
intensity for apprenticeships on an online platform 
in Switzerland. The authors show a very strong, neg-
ative reaction in the search queries during the first 
shutdown in mid-March 2020. In Germany, around  
465,200 people signed an apprenticeship contract in 
2020, corresponding to 9.4 percent fewer concluded 
contracts than in the previous year. Although the 
demand for vocational training has been decreasing 
somewhat steadily in recent years, the current drop 
is unique in its magnitude (Figure 1).

Knowledge Gaps due to Closed Vocational Schools 
and Education Facilities

Figure 2 shows that students working in companies 
with operational constraints related to the corona-
virus experienced a disruption in knowledge trans-
fer (Brandt 2020). Although the resulting gaps could 
be closed in most cases, they remained in 23 per-
cent of the firms. Overall, apprentices in the manu-
facturing sector had the largest gaps in knowledge 
transfer, but also the highest share of closed gaps. 
In contrast, knowledge gaps occurred less frequently 
in the trade sector. However, these gaps were also 
closed less often.

The extent to which vocational training has 
been affected varies greatly by industry and region. 
Working and learning from home may not be feasi-
ble for all occupations. For example, apprentices in 
the hospitality or service sector were more affected 
than apprentices in other sectors in which virtual 
solutions could compensate for much of the missed 
face-to-face training time, such as in the public sector 
(Biebeler and Schreiber 2020). Thus, the pandemic 
could exacerbate some of the shortages of skilled 
workers that already prevailed before the pandemic 
(ZDF 2021).
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In general, neither employers nor the vocational 
education system were prepared for a crisis of this 
kind. Although the pandemic accelerated distance 
learning also in vocational education, and some com-
panies managed to switch to online training to at least 
some extent, a large learning gap is emerging between 
countries and societies. An international survey on 
technical vocational education and training (TVET) 
shows that low-income countries are particularly af-
fected. Poorer countries could rarely offer distance 
learning due to the lack of adequate IT infrastructure, 
equipment, and financial resources, and are at risk of 
being left behind (International Labour Organization 
and World Bank 2021).

HIGHER EDUCATION IN TIMES OF COVID-19

Overall, the coronavirus crisis has not led to an in-
crease in drop-out rates from education and train-
ing for young adults (18-24 years) within the EU.1 On  
average, the drop-out rate in 2020 even decreased by 
0.1 percent in the EU27 compared to 2019. While in 
Germany there were slightly more early dropouts than 
in the previous year (+ 0.7 percent), Spain continued 
its trend of falling dropout rates but still ranges far 
above the average (Figure 3). 

In contrast to most European countries, college 
and high-school enrollment in the United States ex-
perienced a drastic decrease in the first year of the 
pandemic. As higher education in the United States 
is relatively costly, many families most likely faced 
liquidity constraints due to the economic crisis and 
consequently might not have been able to further fi-
nance their children’s education.

High-school enrollment rates dropped by 6.8 per-
centage points on average in fall 2020 in a year-over-
year comparison, which is 4.5 times larger than the 
drop between fall 2018 and 2019 (Figure 4). It is also 
important to highlight that the pandemic did not af-
fect all high schools to the same extent. High schools 
with high poverty and low income levels as well as 
schools with a high share of minorities faced a far 
more pronounced decrease in enrollment rates: for 
high-poverty schools, the fall in enrollment rates was 
four times greater than the decline rate in low-poverty 
schools (Causey et al. 2021). 

Bulman and Fairlie (2021) find that college en-
rollment in Californian Community Colleges de-
creased precipitously by 15 percent in fall 2020 com-
pared to the previous year, constituting the largest  
downturn over the last two decades. African- 
Americans and Latinx students experienced the 
largest drops (17 percent). When observing different 
groups of students, the sharpest decrease took place 
for first-time enrollment (22 percent). In summary, 
first evidence suggests that the pandemic caused 

1 However, data is only available on a yearly basis, not quarterly. 
Thus, it is hard to say whether the 4th quarter of 2020 (fall term) 
might paint a slightly different picture.

a major and unprecedented disruption to higher 
education. 

Looking at post-secondary education in Germany, 
the pandemic seems to have affected enrollment rates 
to a smaller extent. Even though overall university 
enrollment rates in Germany reached a new high in 
the fall term 2020/21 (compared to 2019, equivalent to 
an increase of 2 percent), the number of new students 
decreased by 4 percent. This can partly be explained 
by a drastic decrease of foreign students enrolling at 
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German universities due to the pandemic situation 
(Statistisches Bundesamt 2021b).

Consequences of Graduating During a Recession

The effects of graduating during a period of adverse 
labor market conditions differ substantially depend-
ing on an individual’s educational stage. While high-
school graduation during a recession generally leads 
to a higher probability of further investing in educa-
tion and thus fosters better outcomes later in life, col-
lege graduates tend to face negative consequences.2

Hampf et al. (2020) exploit the representative 
PIAAC3 survey to analyze the short- and long-term 
effects of graduation from high school during a reces-
sion and find a positive effect on subsequent human 
capital investment, e. g., college enrollment as well as 
literacy and numeracy skills later in life. However, the 
positive effect of recessions is smaller for individuals 
with lower socio-economic status and thus leads to 
an increase of educational inequality. This finding can 
most likely be explained by the liquidity constraints 
low-educated and low-skilled parents of the affected 
cohorts face because of a higher probability of losing 
their job during an economic downturn.4 

2 The recession caused by the coronavirus crisis is different from 
prior ones in several ways. First, the current crisis’ trigger was a pan-
demic and unlike previous recessions, did not result from financial 
factors but rather hit in a period of intact financial and labor mar-
kets. As a result, once the pandemic passes, the economic recovery 
is likely to take place at a faster pace than during a typical recession. 
Second, the ongoing crisis’ major difference from prior ones in the 
context of education is the switch to online-teaching, which can 
have effects independent of the recession. Research shows that e.g., 
college students taking courses online instead of in person are more 
likely to drop out and not to enroll again (Bettinger et al. 2017). Con-
sequently, findings from previous recessions are not completely ap-
plicable to the current one.
3 The survey provides an international comparison of the assess-
ments of literacy and numeracy skills as well as background infor-
mation on educational attainment and labor market outcomes.
4 Arellano-Bover (2020) uses the same survey data and also finds 
evidence of a higher probability of investment in formal education 
for cohorts who face bad economic conditions during their educa-
tion-work transition (18–24 years). However, and in contrast to 
Hampf et al., the same cohorts show worse results in terms of cogni-
tive skills later in life (ages 36–59), pointing at long-term negative 
effects for their wages as skill losses are associated with wage losses. 
These divergent findings are most probably due to different and few-
er countries included in Arrellano-Bover’s paper.

Oreopoulos et al. (2012) find substantial and 
unequal negative effects for graduating from col-
lege during a recession in Canada. A 5 percentage 
points increase in unemployment rates causes a loss 
of about 5 percent in cumulated earnings. Graduates 
from less prestigious colleges have larger and more 
persistent earnings losses than more advantaged 
graduates. Compared to the top graduate, with a 
loss of 8 percent of cumulative earnings in the first 
10 years, the least advantaged one loses more than 
four times than the former. Apart from financial dis-
advantages caused by bad labor market conditions, 
entering the job market during a recession can also 
have serious negative health effects. Schwandt and 
von Wachter (2020) provide evidence of an increase 
in mortality by disease-related causes in midlife 
for cohorts entering the labor market during a re-
cession. Furthermore, they are less likely to marry, 
more likely to divorce and are more likely to remain 
childless.

YOUTH UNEMPLOYMENT

The economic crisis caused by the shutdown of the 
economy has led to inevitable job losses around 
the globe (OECD 2021a). While there is a large aca-
demic discussion about individual as well as aggre-
gate consequences of unemployment, not much fo-
cus has been put on young individuals’ labor-market 
consequences. Figure 5 shows the development of 
youth unemployment (individuals aged 15–24) from 
September 2019 to March 2021. Four groups of coun-
tries can be distinguished: Italy had a relatively high 
rate of youth unemployment before the crisis which 
did not increase much during the pandemic, even 
though there was a slight increase in the second half 
of 2020. Sweden and France had similar pre-crisis 
unemployment rates but saw a different trend dur-
ing the pandemic: both experienced an increase at 
the start of the pandemic in March 2020, but France 
had a much smaller increase in youth unemployment 
than Sweden, a pattern that seems to persist until 
today. Canada, the US, the UK and the OECD mean 
had relatively low pre-pandemic youth unemployment 
rates compared to the countries mentioned above but 
saw sharp increases at the beginning of the pandemic 
(with the exception of the UK) that last until today. 
Last, Germany had very low youth unemployment 
before the pandemic and saw virtually no increase 
in the numbers during the pandemic. This might be 
due to a variety of labor-market policies (such as the 
massive extension of the short-time working scheme) 
that Germany implemented to keep as many individ-
uals as possible in employment during the crisis (see 
e.g., Christl et al. 2021).

Across all OECD countries, young women were 
more affected than young men, especially at the peak 
of the pandemic in March 2020. In September 2020, Source: OECD (2021b).

Youth Unemployment Rate
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young women and men had returned to similar mag-
nitudes of unemployment that until today persist at 
higher levels than pre-pandemic unemployment (not 
shown, OECD 2021b).

EFFECTS ON THE MENTAL HEALTH OF YOUNG 
ADULTS

Young people’s mental health is disproportionately 
affected by the crisis. Data from Belgium, France and 
the United States suggest that the prevalence of anx-
iety and depression symptoms during the Covid-19 
pandemic is around 30 percent to 80 percent higher 
for young individuals than for the general population. 
In Canada, 27 percent of young people aged 14–24 
reported symptoms of anxiety, while the share in the 
age group 25-64 was only 19 percent (OECD 2021c)—
even though adolescents had reported fewer mental 
health conditions in the years before the crisis than 
the general population (at the EU-level: 3.6 percent of 
15–24 year-olds showed symptoms of depression vs. 
6.9 percent among adults). In addition, younger chil-
dren’s (7–10 years) mental health seemed to suffer sig-
nificantly more than older children’s (11–17 years) (Ra-
vens-Sieberer et al. 2021). Youth with previous mental 
health conditions are also particularly affected: A UK 
survey of adolescents with a mental illness history 
reports that 80 percent have experienced a deteriora-
tion in their mental health status (YoungMinds 2020).

In general, evidence from several countries sug-
gests that the share of adolescents with mental health 
conditions more than doubled when compared to the 
pre-crisis level (e.g., OECD 2021c; Ravens-Sieberer et 
al. 2021). As the pandemic continues, the situation 
is likely to worsen: According to Woessmann et al. 
(2021), 50 percent of parents considered the school 
closures in Germany in early 2021 a major psychologi-
cal burden for their child—a clear increase in compar-
ison to the first school closures in 2020 (38 percent). 
Economic and psychosocial stressors such as lifestyle 
and economic disruption during the pandemic seem 
to be an important predictor of within-pandemic emo-
tional distress for adolescents (Shanahan et al. 2020). 
As Courtney et al. (2020, p. 688) put it, “[c]hildren and 
youth are highly vulnerable to the impact of sustained 
stressors during developmentally sensitive times, and 
thus, their mental health during and after the pan-
demic warrants special consideration.”
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The annual growth rate of M3 decreased to 8.4% in May 2021, from 9.2% in April 
2021. The three-month average of the annual growth rate of M3 over the period 
from March 2021 to May 2021 reached 9.2%.

-4

-2

0

2
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: European Commission. © ifo Institute

Monetary Conditions Index

January 1999 = 0 (inverted scale)
monetary

easing

monetary
tightening

Average (1999–2020)

Between April 2010 and July 2011, the monetary conditions index had remained 
stable. Its rapid upward trend since August 2011 had led to the first peak in July 
2012, signaling greater monetary easing. In particular, this was the result of 
decreasing real short-term interest rates. In May 2017 the index had reached one 
of the highest levels in the investigated period since 2007 and its slow downward 
trend was observed thereafter. A steady upward trend that had prevailed since 
October 2018 was abruptly halted in March 2020 with the onset of the Covid-19 
crisis, and the index continued to decline in 2020. Its rapid growth in January 2021 
was again followed by a continuous decline of the index in the months February to 
April 2021.
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In the three-month period from March 2021 to May 2021 short-term interest rates 
remained unchanged: the three-month EURIBOR rate amounted to – 0.54% in all 
these months. The ten-year bond yields increased from 0.03% in March 2021 to 
0.24% in May 2021, while the yield spread also grew from 0.57% to 0.78% in the 
same time period.
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The global fears about the spread of the Coronavirus, oil price drops caused by 
an oil price war between Russia and the OPEC countries, and the possibility of 
a recession led to the stock market crash in March 2020, and global stocks saw 
a severe downturn in this month. Yet the German stock index DAX continued to 
grow in May 2021, averaging 15,312 points compared to 15,225 points in April 
2021, while the UK FTSE-100 also increased from 6,923 to 7,024 in the same period 
of time. The Euro STOXX amounted to 4,004 in May 2021, up from 3,984 in April 
2021. Furthermore, the Dow Jones Industrial continued to increase, averaging 
34,283 points in May 2021, compared to 33,774 points in April 2021.
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EU Survey Results
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In May 2021 the Employment Expectations Indicator (EEI) saw an additional strong 
increase (+ 2.4 points to 110.3 in the EU27 and + 2.9 points to 110.1 in the euro area), 
bringing it further above its long-term average in both areas.
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Managers’ assessment of order books reached 4.4 in May 2021, compared to – 2.8 in 
April 2021. In March 2021 the indicator had amounted to – 13.5. Capacity utilization 
stood at 82.3 in the second quarter of 2021, up from 77.6 in the first quarter of 2021, 
showing the gradual improvement from the Covid-19 shock.

60

70

80

90

100

110

120

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Source: European Commission. © ifo Institute

EU27 Economic Sentiment Indicator
Seasonally adjusted

2000–2019 = 100

In May 2021, the Economic Sentiment Indicator (ESI) increased again strongly, 
gaining 4.0 points in both the EU and the EA compared to April 2021. At 113.9 
(EU27) and 114.5 (EA19) points, the ESI scores markedly above its long-term 
average and pre-pandemic level, close to its December 2017 peak. In the EU27, 
the ESI’s increase was driven by improving confidence in the services sector, but 
all other surveyed business sectors (i.e. industry, retail trade, construction) and 
consumers recorded an improvement.
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* The industrial confidence indicator is an average of responses (balances) to the ques-
tions on production expectations, order-books and stocks (the latter with inverted sign).
** New consumer confidence indicators, calculated as an arithmetic average of the fol-
lowing questions: financial and general economic situation (over the next 12 months), 
unemployment expectations (over the next 12 months) and savings (over the next 
12 months). Seasonally adjusted data.

In May 2021, the industrial confidence indicator increased by 0.9 in the EU27 and 
by 0.6 in the euro area (EA19), compared to April 2021. The consumer confidence 
indicator also rose by 3.0 in both the EU27 and the EA19 in May 2021, compared 
to April 2021.
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Euro Area Indicators
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Euro area unemployment (seasonally adjusted) amounted to 8.0% in April 2021, 
down from 8.1% in March 2021. The EU27 unemployment rate was 7.3% in April 
2021, stable compared to March 2021. In April 2021 the lowest unemployment rate 
was recorded in Poland (3.1%), Czechia and the Netherlands (both 3.4%), while the 
rate was highest in Greece (15.8%) and Spain (15.4%).
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Euro area annual inflation (HICP) amounted to 2.0% in May 2021, up from 1.6% in 
April 2021. Year-on-year EA19 core inflation (excluding energy and unprocessed 
foods) amounted to 0.9% in May 2021, up from 0.8% in April 2021.
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Gross Domestic Product in Constant 2015 Prices

© ifo Institute

Change over previous year in %

According to the Eurostat estimates, seasonally adjusted GDP decreased by 0.3% 
in the euro area and by 0.1% in the EU during the first quarter of 2021, compared 
to the previous quarter. These declines follow falls in the fourth quarter of 2020 
(– 0.6% in the EA19 and – 0.4% in the EU27), after a strong rebound in the third 
quarter of 2020 (+ 12.6% in the EA19 and + 11.7% in the EU27). Compared to the 
first quarter of 2020, i.e., year over year, (seasonally adjusted) GDP decreased by 
1.3% in the EA19 and by 1.2% in the EU27 in the first quarter of 2021.
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The exchange rate of the euro against the US dollar averaged approximately 
1.20 $/€ between March 2021 and May 2021. (In February 2021 the rate had 
amounted to around 1.21 $/€.)
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Chapter 1: 

MACROECONOMIC CONDITIONS AND OUTLOOK

During the first wave of the coronavirus crisis, countries im-
posed strict lockdowns to reduce Covid-19 infections. This 
led to the sharpest reduction in GDP (almost 10 percent) 
since the Second World War, but the economy recovered 
quickly during the summer months. When the second wave 
hit in autumn, harsh lockdown measures were postponed 
in order to prevent another sharp downturn in value ad-
ded. However, Covid-19 death rates reached higher levels 
than during the first wave. Yet, overall economic producti-
on remained 2 percent under the pre-crisis level in the third 
quarter. The situation is expected to improve slowly until 
spring and economic forecasts are therefore associated 
with great uncertainty.

Chapter 2: 

DISTRIBUTIONAL CONFLICTS AND 
SOCIAL CAPITAL

The ongoing coronavirus crisis and the resulting contain-
ment measures have different consequences for different 
groups of society and across countries and thus affect so-
cial capital and cohesion. Costs and benefits of lockdown 
restrictions and economic policy interventions are not 
equally shared and consequently might lead to the erosion 
of social capital within the European Union. In this chapter, 
we present policy actions suitable to counteract intergene-
rational conflicts and to promote a more equal burden sha-
ring, including reforms of tax and pension systems as well 
as the formation of more resilient institutions.

Chapter 3: 

LIFECYCLES AND EDUCATION: THE CORONAVIRUS 
CRISIS ACROSS GENERATIONS

Education is a key investment in the future since it strongly 
contributes to securing intergenerational and social equi-
ty. In the wake of the coronavirus crisis, schools have been 
closed, which will consequently lead to future income los-
ses for those affected, especially already underprivileged 
students. Thus, school closures bear the risk of further 
exacerbating education inequalities. To counteract this 
effect, rethinking the provision of education is crucial.  
Hence, new ways of teaching and learning should be 
adopted.

Chapter 4: 

BUSINESS INVESTMENT

Business investment is key for long-term economic growth 
and productivity. In this chapter, we discuss possible thre-
ats to a successful economic recovery.  Due to limited 
access to financing and limited reserves, small- and me-
dium-sized companies may struggle to survive after the cri-
sis. Public support to companies bears the risk of keeping 
“zombie firms” alive that would otherwise not be viable. 
European coordination of investment programs is needed 
since not all EU member states have the financial resour-
ces to support desirable private investment and harmful 
subsidy races of individual national champions need to be 
circumvented.

Beyond the Coronavirus Crisis: 
Investing for a Viable Future

Online available here:  
www.cesifo.org/en/eeag-report

https://www.cesifo.org/en/eeag-report


Online available here: 
https://www.ifo.de/en/viewpoint

ifo
VIEWPOINTS

Comments by ifo 
President Clemens Fuest 
on Current Economic
Policy Issues 


	Titelseite
	Impressum
	Editorial
	Content
	Combating Youth Unemployment with a  Fair EU Youth Guarantee
	How Has Covid-19 Affected Young Workers?
	Search Processes on the Labor Market during  the Covid-19 Pandemic
	Who Lost the Most? The Heterogeneous Effects  of COVID-19 on the Labor Market
	Covid-19 Economic Policy as Double Disadvantage for Young Australian Workers
	How Important are Pocketbook Voting, Social Preferences and Expressive  Motives in Referenda?
	Mentoring Improves the  Labor-Market Prospects of  Disadvantaged Adolescents
	Legalizing up to 2 Million  Venezuelans-Is Colombia Leading  the Way into a More Migration-friendly 
	“Corona Class of 2020”:  A Lost Generation?
	Statistics Update



