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Impact of the crisis on labour markets

While there has been some recovery since the depths of the Great Recession in 2009, both output and employment levels

remain lower than they were pre-crisis in the EU-27. Indeed, the severity of the recession has been such that output has

yet to return to 2007 levels in each of the largest Member States, even in those like Germany where recovery has been

most stable. Moreover, growth forecasts have been revised downwards throughout 2011 signalling the weakness of the

recovery and the presence of negative global economic and financial risks. Most recently, on 21 September 2011, the

IMF revised growth forecasts downwards throughout the developed world.

Employment in the most recent quarter for which data is available (2011Q1) was over 8 million below those in the peak

pre-crisis quarter of employment (2008Q3). Unemployment rates in the EU have persisted at around 9.5% for over a

year.  

A diverse regional and sectoral picture

Aside from its severity, a second, important dimension of the crisis and recovery has been the differential impact on

labour markets across the EU-27. Some countries such as Poland, Germany and Luxembourg have emerged from the

recession with labour markets comparatively unscathed and have posted significant employment growth during the

recovery phase (spectacularly so in the case of Luxembourg), see Figure 1. Most countries, however, suffered significant

employment declines with only marginal countervailing increases in last year (2010Q1-2011Q1). And the countries

worst affected by the crisis – Spain, Ireland, the Baltic Republics and Bulgaria –  each lost at least 10% of pre-recession

employment. 

Figure 1: Percentage change in employment,  EU-27, 2008q1-2011q1

Source: EU LFS (authors’ calculations)
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While the labour markets in the Baltic republics show signs of recovering from their steep recession slump, those of

Greece and Slovenia in particular are ailing in the recovery phase. In both countries, employment declined more in the

‘post-recession’ period.  Employment declined in eight member states in the period 2010q1-2011q1 and grew in 19.

Countries whose sovereign debt sustainability has come under question since the first Greek ‘bail out’ in May 2010 -

Ireland, Spain, Greece and Portugal - are amongst those with continuing declining employment.  Unemployment remains

at treble its pre-crisis levels in Ireland and double in Spain. It is noteworthy that those countries that have most obvious

labour market, and so also social, problems are those with limited public sector finances to ‘ensure a high level of social

security in the crisis’.

Figure 2 presents a more nuanced regional picture of employment change since early 2008. Most German regions

experienced increasing employment rates, as did many Polish, Romanian and Austrian regions. Southern French regions

fared better than their Northern and Atlantic counterparts while Northern Italian regions – especially Piemonte and

Trentino/Alto Adige – fared better than southern and central regions.  This map paints a strikingly contrasting picture to

the developments up to 2008, which showed a much more positive picture in the geographical peripheries of Europe with

more sluggish growth in the centre.

Figure 2: Employment rate changes, 2008Q1-2011Q1 (20-64 yrs of age), EU-27 by NUTs 2 region 

Source: European Labour Force survey
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The social impact of the crisis

Sectoral change

The two broad sectors that contributed most to employment declines were manufacturing and construction. Between

them, they account for more than 6.4 million job losses, well over 100% of the of the total net employment decline during

the recession and post-recession period. Unlike employment losses in manufacturing which tended to be more evenly

spread across countries, construction sector declines tended to be concentrated in specific countries where preceding real

estate booms foundered. In Spain, 45% of construction sector jobs disappeared between 2008Q1-2011Q1 (1.15 million

jobs). In the UK, one in five jobs was lost (400,000) while in Ireland an astonishing three out of five construction jobs

disappeared.  The retail sector was the other major contributor to overall net employment loss. Over 1 million jobs

(nearly 4%) were lost in this sector. The long-run decline in agricultural employment slowed somewhat during the

recession – the sector lost 4% of employment in 2008Q1-11Q1. By comparison, over 11% of employment was shed in

the pre-recession period 2003-7 (Eurofound 2008). 

Figure 3 shows that the predominantly state-funded sectors – education and health – have held up employment during

the recession. There was a 4% increase in employment in education and a 7% increase in health. While these sectors

appeared to benefit from some balancing or compensatory Keynesianism, notably in the most recession-affected

countries – employment in the Spanish health sector for example increased by 17% between 2008Q1-2011Q1 – the core

of the public service, public administration, displayed instead some evidence of austerity. Employment declined

marginally overall in public administration at EU-level (-1%) but with larger declines of 6% in France, 10% in the UK

and a dramatic 30% in Latvia. 

Figure 3: Relative employment growth in predominantly state-funded sectors, 2008q1-2011q1

Source: EU LFS (authors’ calculations)
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Impact of the crisis on young people

Young people in Europe have been hit particularly hard by the recession. According to the latest Eurostat figures, in the

first quarter of 2011, the youth employment rate dropped to 32.9%, the lowest value ever recorded in the history of the

European Union. Furthermore, in July 2011, the youth unemployment rate reached 20.7%, corresponding to

approximately 5 million people. Figure 4 shows the distribution of the youth unemployment rate as of July 2011 in

Europe. This confirms the picture painted in Figure 2 of severe problems in the periphery but with the centre holding

relatively strong.

Figure 4: Youth unemployment rate in Europe, July 2011

Source: EU LFS

When unemployment reaches such high levels, obviously it hits wider and wider groups of young people, for example,

even the well educated youth. Indeed Eurofound estimates show that the protective effect of tertiary education on the

probability of young people becoming unemployed has decreased in all Member States between 2007 and 2009. Indeed,

for some countries, having completed tertiary education no longer lowers the risk of unemployment compared to having

the lowest level of education. This is the case for some Mediterranean (Italy, Greece and Portugal) and Eastern European

countries (Estonia, Lithuania, Romania and Slovenia) and even for Denmark and Finland. 

The social impact of the crisis
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The social impact of the crisis

Economic cost of the long term unemployment of young people.

Unemployment and other forms of exclusion from the labour market and society lead to significant economic and social

costs for the directly affected individuals. It also incurs costs on society as a whole. Eurofound is conducting a project

that attempts to measure these wider social and economic costs. Here we present only the results for the economic costs.

There are 

n Resource costs: foregone earnings due to the lack of participation in labour market (employee and self-employment

income, non-cash employee benefits, goods produced by own consumption, pensions from private plans, etc.)

n Public Finance Costs: the excess of transfer payments through welfare state arrangements (unemployment benefits,

sickness and disability benefits, education related allowances, etc.)

© European Foundation for the Improvement of Living and Working Conditions, 2011

Estimating the economic cost of long term unemployment for young people

Data: The 2008 European Union Statistics on Income and Living Conditions (EU-SILC) 

Scope: 21 countries. Denmark, France, Greece, Finland, Malta and Sweden have been excluded due to missing

variables.

Population: 16-29 year olds unemployed or inactive (but not in education) for more than 6 months.

Method:

1. Match the unemployed and inactive to comparable employed individuals in the survey on the basis of their age, sex,

education level, immigration background, health, marital status, offspring, household status, etc. Those young

employed who are not comparable because their characteristics are very different from the unemployed are

excluded from the comparison.

2. The total cost is the sum of the resource cost (foregone earnings) and public finance cost (excess transfer) as defined

above. Foregone earning are estimated as the difference between the earnings generated by the unemployed or

inactive and those generated by comparable individuals in employment. Similarly, excess transfer is computed as

the difference between the total amount of benefits received by the long term unemployed and the ones received by

those in employment.

On the basis of these calculations the cost of long term unemployment or inactivity among young people in the 21

countries in 2008 amounted to at least 2 billion euro per week to society. The annual total cost of 104 billion euro

corresponds to 1.1% of GDP. The main cost is 96 billions of foregone earnings and 6.4 billions of excess transfers. At

the country level, the most expensive bill in euros is paid yearly by Italy (26 billions) and UK (19 billions). However,

in terms of percentage of GDP, Ireland and Bulgaria pay the most expensive bill (2.5% of GDP), followed by Italy and

Cyprus (1.6%). Luxembourg and the Netherlands show the  lowest cost, 0.35% and 0.6% of GDP respectively.
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Figure 5: Costs of long term unemployed and inactive young people in 2008

Source: Eurofound calculations based on EU-SILC data

Note that the estimation is the current cost only and it refers to 2008. Moreover, it is  an under estimation of the full cost

as additional costs for health, criminal justice, and unpaid taxes on foregone earnings are not included in the  definition.

Moreover, the problem of homelessness is not considered here. Of course one could argue that the comparison scenario

of all these young people getting a job in the current depressed labour market is not realistic and that not all these young

people are currently able and willing to work. While this is undoubtedly true, these are still what the costs of this

inactivity are. Perhaps a more useful type of presentation of these results is that re-integration into employment of just

10% of these people would achieve a yearly saving of more than 10 billion euro. 

Impact of the crisis on living conditions and quality of life

In the EU 27, material conditions improved just before the crisis (between 2003 and 2007) and worsened after the start

of the crisis in 2008. This is illustrated by the responses to a question in the EQLS and Eurobarometer about how easy

or difficult it is for the respondent’s household to make ends meet. After an improvement between 2003 and 2007, by

2010 the proportion of people reporting difficulties is back at 2003 levels. 

When looking at country groups, we see that the initial improvement was driven by the new Member States where people

reporting financial difficulties decreased by as much as 15 percentage points. Since 2009 the situation has worsened at

a similar rate in old and new Member States. 

The social impact of the crisis
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The social impact of the crisis

Figure 6: Difficulties in making ends meet, by country group

Sources: EQLS 2003; EQLS 2010; Eurobarometer 72.1 (2009); Eurobarometer 74.1 (2010); Trends in Quality of Life (resume),
Eurofound, 2010

Looking at country-level data, the biggest increase in the number of households with financial difficulties is in countries

where the crisis hit the hardest: Greece, Latvia, Lithuania, Ireland and Spain.

Figure 7: Difficulties in making ends meet, by country (%)

Sources: EQLS 2003; EQLS 2010; Eurobarometer 72.1 (2009); Eurobarometer 74.1 (2010); Trends in Quality of Life (resume),
Eurofound, 2010

© European Foundation for the Improvement of Living and Working Conditions, 2011
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A similar pattern of decline can be seen when people’s satisfaction with their standard of living is compared. In the EU

as a whole, after a period of stability in perceived standard of living, there has been a decline between 2007 and 2009

and a further deterioration between 2009 and 2010.

At the same time, respondents in the new Member States reported a considerable increase in satisfaction with their

standard of living pre-crisis, followed by a large drop by 2009. This trend, perhaps, reflects the hopefulness of citizens

in most new Member States after their country joined the EU, from which they expected primarily an improvement in

their standard of living. These expectations were not met and there has been a significant deterioration in this indicator

of subjective well being.

Figure 8: Satisfaction with standard of living

Sources: EQLS 2003; EQLS 2010; Eurobarometer 72.1 (2009); Eurobarometer 74.1 (2010); Trends in Quality of Life (resume),
Eurofound, 2010

Many households are struggling to make payments related to their debts, whether it concerns mortgages or consumer

credit. Furthermore, households run behind paying their bills, especially from utility and rent. Again, these problems

have become increasingly common among households in the EU27 during the crisis. In late 2010, around 27% of EU27

residents of 15 years and older reported feeling very or fairly at risk of being over-indebted (Eurobarometer 2011). Job

loss or drop in income is a common cause especially in the countries most affected by the economic crisis, like Spain,

Ireland, Greece and the Baltic states.

The social impact of the crisis
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The social impact of the crisis

Figure 9: Important cause of debt problems: drop in income, triggered by various causes (2008)

Source: Using EU-SILC data from Fondeville et al. (2010)

Wage developments during the crisis

Within the context of the economic crisis, the level of agreed pay increases has been a source of major concern across

Europe. The majority of countries and sectors have experienced a considerable decline in the rates of collectively agreed

pay increases during 2010. Negotiations were often hard, it took longer to come to some conclusions, and in some cases

the duration of existing agreements was prolonged whereas in other cases collective bargaining on wages was even

discontinued. Particularly in the countries hardest hit by the crisis, national actors have started to discuss and adjust their

usual ways of pay setting already in 2010. Further adjustments are to be expected in future. 

In almost all countries where figures are available (almost half of the European Member States have databases recording

collective agreements) collectively agreed nominal pay increases in 2010 have been lower than those in 2009.  With regard

to real pay, the 2009 EIRO pay update reported an increase in the average collectively agreed real pay across the EU countries

for which data are available. This was due to the inflation rate falling sharply for the EU as a whole, from 3.7% in 2008 to

1% in 2009. The euro zone saw an even greater drop, from 3.3% to 0.3%. However, 2010 marks a turning point, as inflation

increased to 2.1% of collectively agreed pay in many countries did not make up for price developments.

Minimum wage

Minimum wage increases were generally low or non-existent in 2010 as reported by the EIRO national correspondents.

In nine countries out of 20 where minimum wages exist – Belgium, Bulgaria, Czech Republic, Estonia, Greece, Ireland,

Latvia, Lithuania and Romania – no nominal increase was set or agreed for 2010. 

Moderate increases of the minimum wage were recorded in France, the Netherlands, Spain and the UK.

Slightly higher percentage increases of the minimum wage than the previous group of countries could be seen in

Hungary, Luxembourg, Malta, Poland and Portugal. The highest increase in the statutory minimum wage in 2010 was

granted in Slovenia (9.6%). Slovakia is the only country where a decline in the number of minimum wage recipients has

been reported.

© European Foundation for the Improvement of Living and Working Conditions, 2011
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Youth minimum wages

A number of countries have set lower minimum wages for young people. The table below presents a summary of these

rates. The exception is Latvia, where the adult minimum wage also applies to young people, although they have a shorter

working week by regulation. Hence, young people in Latvia have in fact a minimum wage that stands at 114% per hour

of the full adult rate.

For Belgium, it has been reported that a significant number of sector agreements have in recent years abandoned the

lower, specific ‘youth rates’, in order to conform with European Union anti-discrimination laws. Youth minimum wages

were been abandoned in Slovakia in 2008.

Note: Euro conversions based on average exchange rates for 2010 from the ECB.
Source: EIRO

The social impact of the crisis
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Minimum wages for young people, 2010

Recipients Rate or percentage of full rate

Belgium

Workers aged 16 years 70%

Workers aged 17 years 76%

Workers aged 18 years 82%

Workers aged 20 years 94%

Workers aged 21 years and over 100%

Czech Republic
Workers aged below 18 years 80%

Workers aged 18–21 years 90%

France
Workers aged below 17 years 80%

Workers aged 17–18 years 90%

Greece Workers aged 15–18 years 70%

Ireland

Workers aged below 18 years €6.06 per hour

Workers aged over 18 years, on first year of first employment €6.92 per hour

Workers aged over 18 years, on second year of first employment €7.79 per hour

Workers aged over 18, training or study undertaken in normal
working hours (1st / 2nd / 3rd period)

€6.49/€6.92/€7.79 per hour

Luxembourg
Workers aged 15 and 16 years 75%

Workers aged 17–18 years 80%

Latvia Workers aged 15–18 years 114% (LVL 1.23 (€1.75) per hour)

Malta
Workers aged under 17 years 94%

Workers aged over 17 years 96%

Netherlands

Workers aged 15 years 30%

Workers aged 16 years 34.5%

Workers aged 17 years 39.5%

Workers aged 18 years 45.5%

Workers aged 19 years 52.5%

Workers aged 20 years 61.5%

Workers aged 21 years 72.5%

Workers aged 22 years 85%

Poland First year in employment 80%

UK

Workers aged 16–17 years GBP 3.63 (€4.23) per hour

‘Development rate’: 18–21 years (until 2009); 18–20 (from 2010) GBP 4.83 (€5.63) per hour

Apprentices (introduced in Oct 2010) GBP 2.50 (€2.91) per hour



11

The social impact of the crisis

Impact of the crisis on workers – evidence from the 5th EWCS

The 5th European Working Conditions Survey (EWCS) asked those in employment at the time of the survey in spring

2010 whether their work situation had changed since January 2009. With regard to working time 71% of workers did

not see any change, 18% saw an increase and 11% saw a decrease in their weekly working hours. Country differences

are, however, very striking. In Ireland, Estonia, Latvia and Lithuania, the situation is the reverse. More workers reported

a decrease rather than an increase in their working time. In these countries, between 17 and 24% of workers saw a

decrease, while between 9% and 15% saw an increase.

With regard to pay, the majority of workers, albeit a somewhat smaller percentage (57.7%), report experiencing no

change in their income from January 2009 to spring 2010. A quarter of workers experienced an increase. Regarding

income, there is a clear distinction between self-employed and employees. The former seem to have experienced more

difficulties to keep their income at the same level, as less than half (46.6%) declared no change and more than a third

(37%) indicated a decrease. Only 16.3% experienced an increase. 

Not surprisingly, workers feel less secure about keeping their jobs in 2010 than they did in 2005. The 5th European

Working Conditions Survey shows that whereas in 2005 14% of workers in the EU 27 were concerned that they might

lose their job in the next six month, in 2010 this average figure had risen to 16%, no doubt reflecting the impact of the

crisis. Manual workers – in particular lower skilled manual workers – feel less secure in their jobs than do clerical

workers ands the gap has been widening since 2005. 

Feeling insecure about one’s job is related to how work and the work environment is perceived. Those who feel their job

might be in danger are more likely to feel that their health and safety is at risk because of work and that work affects

their health negatively. 30% feel that their well-being is poor, compared to 20% of those who do not feel their job is

threatened. See figure 10 below.

Figure 10: Impact of job security (%)

Source: 5th EWCS

© European Foundation for the Improvement of Living and Working Conditions, 2011
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Relevant Eurofound research

n The third wave of the European Quality of Life Survey (EQLS) is currently in the field. Data (which will be

available in 2012) is expected to provide more detailed information on trends in quality of life before and after the

crisis, and it will allow extensive analysis of relationships between subjective and objective indicators of quality of

life as well as an in-depth look into differences between social groups.

n Active inclusion of young people with disabilities. The rise in the numbers of young people claiming disability

benefits seems to be widespread in Europe, though the extent of the rise is not always in excess of other age groups.

Current policies tend to focus on youth unemployment or on promoting the employment of people with disabilities.

This project examines social partner initiatives and good practice examples in 11 EU countries (DK, UK, PL, NL,

ES, FI, FR, PT, DE, IE and SK.

n Managing household debts: extent and character, access to and quality of advisory services. Debt advisory

services have the potential to improve, even if just partially, the difficult conditions faced by many households with

debt problems. Effective assistance for households with debt problems can prevent and alleviate poverty. This

Eurofound study looked at advisory services in four countries, Hungary, Portugal, Sweden and Ireland. The

assessment presented should help policy-makers, debt advisory service providers and other stakeholders in learning

from experiences.

n Company initiatives for workers with care responsibilities for disabled children. In nearly all countries more

than half of carers under the age of 65 combine care with employment. 6%-10% of employees are providing regular

care, especially older (female) workers (13%-16%). But among those with care responsibilities only half of women

(but 9 out of 10 men) are able to work full-time. In this research project, Eurofound has looked at 50 companies in

11 countries (AT, BE, DE, FI, FR, IE, NL, PL, PT, SI, UK) and examined measures for working carers introduced at

company level. Measures covered are related to leave (long and short term, emergency leave), reduction in working

hours,  work flexibility, care related support, occupational health and well being measures, awareness raising and

skills development and co-operation with external entities. Case studies will be published in 2011 in an on-line data

base.

n Youth employment: Challenges and solutions for higher participation of young people in the labour market.

This project explores youth unemployment in Europe in order to capture the extent of the phenomenon, highlighting

similarities and differences among Member States, its dynamics and the trend across time to provide an evaluation

of the effect of the crisis among youth. The focus of the study is on the exploration of the so called NEET generation

(Not in Employment, Education or Training), defining who they are, the extent and the dynamics of the phenomenon

and analysing possible determinants of why young people end up NEET. The project also includes an estimation of

the economic and social cost of the NEET generation, as well as an overview of different activation policies for youth

and NEET.

n The European Jobs Monitor and the European Restructuring Monitor will continue to provide very timely

information on the labour market adjustment to the very rapid structural change now on-going in Europe. 

n The Restructuring in Recession and Labour Force Participation project to be published 2012Q1 revisits

Eurofound’s ageing workforce data to examine how company ageing policies were successful in facing the

challenges of restructuring during the recession.

The social impact of the crisis
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