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With so many young people looking for work, one might
assume youth unemployment to be purely an issue of demand
and that employers would be able to cherry-pick excellent
talent at modest cost.

However, an overriding reason for young people being held
backis alack of skills relevant to the workplace. In Greece,
where the unemployment rate has been above 55% in 2013,2
employers still complain they cannot find suitable entry-level
hires; the same is true for Sweden and Germany. Across all
eight countries we surveyed (see below), most employers—61
percent—were not confident they could find enough
applicants with the right skills to meet their business needs.

The imperative to help young people build skills for
employment is unlikely to disappear. The 2012 Programme
for International Student Assessment (PISA) which measures
student performance at secondary level for mathematics,
reading and science, saw the scores of three of the eight
countries go down and the rest rise only minimally.+ As the
current generation of secondary students graduates it seems
that skills shortages will become even more of a challenge
for both post-secondary institutions and employers in the
comingyears. In short, economic growth is a necessary—but
not of itself a sufficient—condition for improvement.

The cost to the European Union of youth not finding work is
enormous: one estimate puts the annual cost of the NEET
population—in terms of both direct costs and lost output—
at€153billionin 2011.5 Noless important is the price of
joblessness at the individual level. Studies of the generation
that came of age in the 1980s have found that those who
endure a period of unemployment before age 23 suffer long-

term consequences, earning 12 to 15 percent less than their
peersatage 42. Working in interim or part-time jobs at a
young age has a similarimpact. An extra year of tenurein a
jobinthefirst five years after leaving education is linked to an
increase in adult wages of 7to 13 percent for men and 12 to 24
percent for women.®

Europeisaware of all this. Leaders of every nation have
pledged action to get their young people to work, and at the
supranational level, the European Union will implement the
Youth Guarantee programme from 2014 to support related
initiatives. The aimis to ensure that all those under 25 who
become unemployed will receive an offer of employment or
training within four months. Funding for this comes from a
number of sources, including the European Investment
Bank and European Social Fund. On top of this, the
European Commission has pledged €8 billion through the
Youth Employment Initiative.”

The desire forimprovement is there. However, to be effective,
the Youth Guarantee must be spent on measures that help
young people not just find a job, any job, but to develop skills
and career strategies. Fundamentally, the goal must be to
support systems and partnerships that make education to
employment (E2E) systems in Europe more robust.

Inthisreport, we focus on measures that can be taken to
tackle the skills element of the youth unemployment problem
and help young people find the jobs that they want and
deserve. Economic growth, laws and regulations on hiring
and firing and having the right fiscal policies in relation to
the cost of labour are also, of course, crucial to getting people
towork. Labour costs vary between countries: in France
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for the population as a whole they are €34 an hour, of which
33 percent goes on the employer’s social contributions and
other costs that are additional to salaries; in contrast, the
UK figures are €19 and 15 percent respectively. The effect of
higherlabour costs on employment rates is a topic of debate
in many European countries. However, these are different
topics altogether—and McKinsey has addressed them in
otherresearch.

To understand the situation better in Europe, we built on

the methodology used in our 2012 global report, Education
to Employment: Designing a System that Works. For this
European report, we surveyed 5,300 young people, 2,600
employers, and 700 education providers from eight EU
countries (France, Germany, Greece, Italy, Portugal, Spain,
Sweden, and the United Kingdom). These eight countries
include Europe’s five largest economies—Britain, France,
Germany, Italy, and Spain; two of the countries hurt most by
the crisis—Greece and Portugal; and one from Scandinavia—
Sweden, which has a distinctive E2E model. Combined, they
account for close to 75% of youth unemployment within the
European Union’s 28 countries.® We did not include countries
from Eastern Europe, whose history and economic dynamics
are distinctive.

We also sought out solutions—examples of companies,
governments, education providers, and non-governmental
organisations both from Europe and beyond—that deal with
E2Eissuesin an innovative way.

One challenge in comparing youth unemployment problems
across countries is making sense of the statistics. There are
two main indicators used to measure youth who are out of

work. The youth unemployment rate includes 15-24 year olds
who want a job but do not have one. This rate captures some
students: those who are in work-based training and thus
active in the labour market increases the number of people
employed, while those who wish to work while studying,

but cannot, add to the number counted as unemployed. The
second indicator is the NEET rate—those who are notin
education, employment, or training. This does not include
students, but it does include those who do not want a job for
whatever reason—they may be unwell, on holiday, or simply
not interested in working. Different countries rank better or
worse on one or the other measure; however, both are useful
depending on the context.

Nonetheless, the statistics—whichever cut you take—must
not detract from the significance of so many youth being
out of work. For young people, employment is an important
means of cultivating a sense of self-worth: when they

are without jobs, social unrest becomes more likely. The
consequences of wasting the potential of millions of young
people can never be benign.

Employers, education providers, young people, and
governments all have a role to play. In the pages that follow, we
identify and analyse the problems, and suggest solutions so
that this generation does not, indeed, turn into alost one.
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European leaders have united in acknowledging youth unemployment as one of Europe’s greatest
challenges. “At stake is the future of an entire generation,” said French President Francois Hollande. ltalian
Prime Minister Enrico Letta has called youth joblessness the “true nightmare” of ltaly. German Chancellor
Angela Merkel referred to it as “perhaps the most pressing problem facing Europe at the presenttime.” In
2013, the European Union dedicated two summits to youth unemployment, with a third to come in Rome

in 2014. One result: the Youth Guarantee, announced in June 2013, promises to provide a job or training to
allyoung people in Europe no more than four months after finishing their education. In addition to existing
funding, the European Union has allocated a further €8 billion between 2014-20, the bulk of it to be spentin
the next2years, to tackle the problem.

In our 2012 report Education to Employment: Designing a System that Works, we sought to understand how people
move from the classroom to the workforce. To do so, we surveyed over 8,000 young people, education providers, and
employers around the world.! We examined how and why skills mismatches occur, and what can be done to fill them.

Inthis report, we take a similar approach to youth unemploymentin Europe. We concentrated on
four broad questions:

1 Isthe scale of youth unemployment problem in Europe aresult of lack of jobs, lack of skills,
or lack of coordination?

2 What are the obstacles that youth face on their journey from education to employment?

3 Which groups of youth and employers in Europe are struggling the most?

4 What can be done to address the problem?

To answer these questions, we focused on eight countries that are home to three-quarters of Europe’s 5.6 million
unemployed youth: France, Germany, Greece, Italy, Portugal, Spain, Sweden, and the UK.2 To do so, we built a
unique fact base along the full journey from education to employment to inform future decision making, through a
survey of more than 5,300 young people, 2,600 employers, and 700 education providers. We also examined more
than 100 programmes in 25 countries to provide insight into education-to-employment (E2E) solutions that may be
relevant to Europe.
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_Exhibit 1
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Skill gaps cause the most problems in countries
with the highest youth unemployment

Il Youth unemployment >25%

Employers who believe lack of skills cause significant problems or are detrimental

Source: McKinsey survey, Aug-Sept 2012, 2013

1 How, if at all, does a lack of entry-level employee skills affect your company?

Ourresearch led us to the following answers:

1. Despite more people looking for work, employersin
Europe cannot find the skills they need. Acrossthe EU,
aquarter of young people under 25 in the labour market

are unemployed, the highestlevel in any region except the
Middle East/North Africa. Across most of the region, youth
unemployment has risen significantly since the financial
crisis hitin 2008. However this is not to say that youth
unemployment is a new issue for Europe—in 1995 it was at 21
percent. Since then, it has never been lower than 15%, in 2007.

Clearly, thelack of availability of jobs in Europe is part of the
problem, but itis far from the whole story. In many countries,
the number of people employed has actually remained steady
while, in some countries, this hasincreased since 2005. More
older people are working for longer and more women with
children are joining or remaining in the workforce, as a result
oflong-term social trends and tightening of rules around
welfare and pension systems. More participation across all
age groups means more competition for open positions. This
particularly affects younger people, who are disadvantaged
by lack of proven experience. Meanwhile, labour-market
regulations that discourage hiring and firing, which are
common in Europe, make it even harder for youth to get
started.

Atthe same time, employers everywhere report skills
shortages. In the survey of the eight EU countries, one-third
of employers said that lack of skills is causing major business
problems, in the form of cost, quality or time (Exhibit 1).

27 percent of employers reported that alack of skills was a
major reason they did not fill vacancies. Employers from
countries with the highest youth unemployment reported the
greatest problems due to skills shortages.

A critical reason for youth not getting the skills employers
need is that education providers, young people, and
employers do not understand one another (Exhibit 2). In our
2012 global report, Education to Employment: Designing a
System that Works, we concluded that providers, employers,
and young people operated in “parallel universes”. In Europe,
we found the same phenomenon, but to an even greater
extent. For example, 74 percent of education providers were
confident that their graduates were prepared for work, yet
only 38 percent of youth and 35 percent of employers agreed.
Why is there such a big difference between the three? The
more pertinent question is, “How could they know any
better?” Outside of UK and Germany, only 50 percent of
European employers report interacting with education
providers several times a year or more.

2. Europeanyouth face obstacles at every stage of
the E2E journey. Think of the education-to-employment
journey as aroad with three intersections: 1) enrolling

in post-secondary education, 2) building the right skills,
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_Exhibit2
e

to rate youth as prepared

employers' youth?

Providers are twice as likely as employers and youth

Respondents who agree that graduates/new hires are
adequately prepared, %

education
providers®

Source: McKinsey survey, Aug—Sept 2012, 2013

A

1 Overall, the entry-level employees we hired in the past year have been adequately prepared by their prehire education and/or training.
2 Overall, | think | was adequately prepared for an entry-level position in my chosen career field.
3 Overall, graduates from my institution are adequately prepared for entry-level positions in their chosen field of study.

and 3) finding work. In Europe, there are barriers at each
intersection that block young people from creating the future
they wantand deserve.

The most important barrier to enrolling in post-secondary
education is cost. Although university tuition fees are
generally highly subsidised in Europe, many students find
the cost of living while studying still too high to sustain.
Also, in anumber of countries, vocational courses are not
subsidised and can therefore be prohibitively expensive. A
second barrieris alack of information. Except in Germany,
fewer than 25 percent of students in Europe said they
received sufficient information on post-secondary courses
and careers. In Europe, where many young people make a
decision between vocational and academic paths at around
age 15, such information is crucial. A third is stigma. Most
of those surveyed said they perceived a social bias against
vocational education even though they viewed it as more
helpful to finding a job than an academic path. Fewer than
half of those who wanted to undertake a vocational course
actually did so.

Atthe second intersection, building the right skills, too
many students are not mastering the basics, with businesses
reporting a particular shortage of “soft” skills such as

spoken communications and also problems with work ethic.
Furthermore, too many young people are taking courses that
lead to qualifications for which there is reduced demand.

In Spain, for example, the number of people employed in

construction has dropped 62 percent since 2008, but the
number of students graduating in architecture and building
increased 174 percent since 2005.3

Atthethird intersection, finding work, the support systems
that could help young people secure satisfying, stable jobs are
inconsistently available. Fewer than half of Swedish youth
considered the career services offered useful, compared with
two thirds in the United Kingdom. Fewer than half of UK
students completed a work placement, compared with

87 percent of those in France.

The barriers from education to employment combine to make
young people doubt the benefit of continuing education after
secondary school . Only 42 percent of young people surveyed
in Europe believed that post-secondary education improved
their employment opportunities, compared to 50 percent of
those in the global survey (Exhibit 3).

3. E2E systems fail particularly for young people and
small businesses. We identified seven distinct segments
of young people (see Chapter 1), based on how much support
they received (in the form of financial assistance and career
guidance), their commitment to developing skills, and
whether they attained a satisfactoryjob.

Only one segment, representing 10 percent of the young
people surveyed, were extremely satisfied with their
employment outcome at the end of their education.? This
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_Exhibit3

Less than half of youth believe their post-secondary studies
improved their employment opportunities

Youth who believe their post-secondary studies improved their employment opportunities! %
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1 My post—secondary school education improved my chances of getting a job.

Source: McKinsey survey, Aug—Sept 2012, 2013
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group succeeded because they received both a strong
education and good information; they also focused on finding
opportunities to build job skills. A further two segments,
accounting for 11 percent of the surveyed youth, received
strong support, but were less motivated, and were moderately
satisfied with their job outcomes.

The remaining four segments (79 percent) were frustrated
that they did not get enough support and unhappy with
their prospects. They exhibited different responses to
this, from those who persisted in fighting to access every
possible opportunity (but rarely succeeding) to becoming
disenchanted and leaving education at the first chance.

We undertook a similar segmentation exercise of the
employers surveyed, dividing them into four groups based
on the ease with which they were able to find new hires and
the degree to which they were prepared to invest in training.
Two segments were satisfied with their workforce but start
from very different places. One (18 percent) was able to
attract strong candidates and invested substantially in
training new hires. The other (26 percent) found it difficult
to attract candidates but developed a strong workforce
through training and partnerships with other employers and
education providers.

Theleast satisfied group (21 percent), was disproportionately
made up of small businesses (up to 50 employees). This is
important because small businesses are crucial in Europe,

representing more than 50 percent of private sector
employment and 32 percent of total employment.+ In contrast
to our global survey, in Europe small firms were more likely
thanlarge ones to report problems in their businesses
duetolack of skills. They also have the greatest problems
inidentifying and recruiting high-quality new hires, and
are less likely to work with education providers or other
employers to tackle their skills problems. This phenomenon
is particularly acute in countries such as Greece, with very
high rates of youth unemployment, and requires specific
interventions to achieve better E2E outcomes—for instance,
creating skills councils that give small businesses a voice.

Understanding the mix and concentration of employer

and youth segments by country s critical — each segment
requires a different set of interventions to reach its maximum
potential.

4. There are proven ways to improve the E2E journey.

Europe’s governments, employers, education providers and
families are operating in difficult circumstances, but there
are ways to ease the burden on all of these groups.

Innovate with design, course delivery, and financing

to make education more affordable and accessible:

To reduce the cost of courses, one solution is to break up
degree programmes into individual modules that focus on a
particular set of skills, while still counting towards a degree
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or formal qualification. Each of these modules would be
short (weeks or a few months) and self-contained, enabling
students to combine and sequence them in the order that
makes most sense for their career aspirations. This model
also enables young people to take a break in their studies to
work for a period, and then return and pick up where they left
off. Another option is to explore different ways of delivering
learning for specific skill sets, such as on-line learning for
teaching theoretical content and face-to-face for applied
skills.

To improve financing, governments and private financial
institutions can offer low-interest loans for students pursuing
courses that have a strong employment record; they can also
explore initiatives that allow young people to pay for part of
their education or training in the form of services. Employers
can play a role by promising jobs to young people (following a
rigorous recruitment process) and then funding their training
progamme to prepare them for these jobs. This latter option is
only likely to be successful, however, for employers in sectors
that face either high skills scarcity or high employee churn.

Focus young people, employers, and education
providers onimproving employment readiness: The
status quo is not working for large numbers of young people
and they need help to think more strategically about their
futures. Thisis particularly important in Europe, where
students often have to make life-defining decisions about
their educational future by the age of 15—the time when many
choose whether to pursue academic or vocational tracks.
Students need more and better information about different
career paths, and they need to be motivated to use it.

Education providers must focus more on what happens to
their students after they leave. Specifically, they should
track what happens to their graduates, both in terms of
employment and job satisfaction. To improve student
prospects, education providers could work more closely with
employers to make sure that they are offering courses that
really help young people prepare for the workplace.

Finally, employers cannot wait for the right applicants to
show up at their doorsteps. In the most effective programmes,
employers and providers work together to design curricula
that fit business needs; employers may even provide their own
staff asinstructors. Employers might also consider increasing
the availability of work-placements and opportunities for
practical learning. Larger enterprises may be able to go
further and set up training academies for their own workforce
and also their network of suppliers.

Build the supporting structures that allow the best
interventions to scale up: At anational level in Europe,
responsibility and oversight of the E2E highway is split across
multiple government departments, resulting in a fragmented
and confusing picture. One way to improve thisis to create a
“system integrator” to gather and share information on the
most salient metrics: job forecasts by profession, youth job
placement rates, employer satisfaction with the graduates

of different programmes, and so on. The system integrator
would also identify and share examples of successful
programmes, and work with employers and educators to
create sectoral or regional solutions based on these.

Technological solutions can also help to compensate for
shortages of apprenticeships and other forms of short-term
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workplacements. “Serious games” that mimic the workplace
context, for example, are low-cost, low-risk ways for students
toreceive a personalised learning experience through
repeated “play” of the game. While not a full substitute for a
physical apprenticeship, this approach offers a substantial
step forward in terms of providing the applied skills that
employers say young people lack; furthermore, such
initiatives can be made available to greater numbers of young
people without needing to find more employers to provide
work placements.

Involve the European Union: To help the most successful
interventions reach the greatest number of young people, the
European Union has a critical role to play in three areas.

Information: The European Union could develop and share a
more comprehensive labour-market platform incorporating
the most relevant data to capture employment trends in each
sector and region. This would help institutional decision
makers, employers, and jobseekers make better decisions,
forinstance by helping users understand the implications

of the data—whether on the courses they should offer asan
education provider or the skills gaps they should try tofillasa
group of employers within an industry.

Mobility: The European Union can improve educational and
labour mobility by working to make vocational qualifications
transferable across borders, as has already largely been
achieved in the Bologna process for university education.

Sharing relevant practices on matching labour market
demand and supply: The European Union is in the best
position to take alead on helping national public employment

services (PES) to compare their successful interventions, and
to disseminate and promote those that are relevant to similar
context countries

Youth unemployment is a profound challenge for Europe

and the financial crisis has made it worse. We hope that our
research can help employers, education providers, and young
people to understand the problem—and each other—better,
and thereby support efforts to create a European education-
to-employment system that benefits everyone.
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1.1 Supply or demand? That is the question.

Is the employment crisis among Europe’s young people due to their lack of preparedness for the job
market (the supply side)? Or are there simply not enough jobs available to them (the demand side)?!
These questions are being asked all over Europe—constantly and with a sense of urgency. No one wants a “lost
generation” of young people who have never known what it means to work, or who jump in and out of jobs. The
conventional wisdom, of course, is that the financial crisis and slow growth are the reason so many are finding it
difficult to find stable, full-time work of the kind that will allow them to raise families and evolve into productive
adulthood. Thisis true, of course, but it is not the whole truth. Youth unemployment was at a high level in many
countries long before the financial crisis began to bite. Compared to unemployment in the general population,
youth unemployment is stubbornly high in Europe; it is more than twice the rate of unemployment in the

general population in all of the countries that we surveyed except for Germany.2 For the EU as a whole, the youth
unemployment rate has not dropped below 17 percent at any point this century. And economic conditions are not to
blame for the frustration of employers as they evaluate the skills of young applicants. Our conclusion, then, is that
thereis a structural element to youth unemployment that must be addressed.

In this chapter, we describe the challenges that young people face in making the transition to employment, and the
importance of education and skills in transforming youth employment opportunities.

The labour-market situation Among the countries we surveyed, the southern European economies (Greece, Italy,
Portugal, and Spain) face the most difficult circumstances, in terms of both supply and demand. In Greece and
Spain, a majority of the young people who are in the labour market, are unemployed—a situation that is historically
unprecedented. There are simply not nearly enough jobs available, and job vacancy rates—the ratio of vacant jobs in
the economy to total jobs available—have fallen over the past five years. Meanwhile, the employment rate (the ratio
of employed to the total working age population) has continued to fall in all three countries (Exhibit 1).3

In Sweden, France, and the UK, though employment rates fell during the crisis, demand began to pick up in 2011.
In Germany, the country least affected by the economic crisis, employment rates have been stable.4
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_Exhibit 1
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Even for young people who are employed, many describe
themselves as underemployed. Over a third describe their
jobs as “interim”; furthermore in Spain, where more than
half of young people are unemployed, a third of those working
are doing so only part-time, with most of them wishing for
full-time employment (Exhibit 2). Thus, behind the already
serious problem of unemployment, there is also a significant
underemployment issue.

Oneinteresting featureis the increase in labour-market
activity rates. In previous economic downturns, many people
slipped from unemployment into inactivity (neither working
nor looking for work). Not so this time. While demand for
workers has remained stable in many places, the number

of people available to work has risen. The competition is
therefore keener—and young people are being squeezed out

The groups who are most often returning to or choosing to
stayin thelabour market are able to offer greater experience
to employers than young people. Across the eight countries
we surveyed, from 2005 to 2013, the proportion of people
over 50 and women aged 30-39 in the labour market rose. In
Spain, the most striking demographic trends relate to women.
There was a 20-percentage-point increase in women aged 50
to 59 active within the labour market, and a 15-percentage-
pointincrease in women aged between 35 and 39. Meanwhile,
in France, there has been a 14-percentage-point total increase
in people aged 55t059.5

Young people find themselves at a disadvantage in this
situation. Their position with employers is weaker than that
oflong-standing employees who have regular contracts

and higherlevels of protection from dismissal. In periods
of constrained labour demand, employees are less likely to
leave a secure job, meaning fewer job openings for young
people. Finally, many employers prefer to hire experienced
applicants.

Thereis no question that young people face a real challenge
finding quality employment. However, there are also many
markets where employers encounter a lack of skilled labour.
Unless young people develop the skills that employers need,
they will find themselves at a disadvantage even during better
economic conditions.

The sKkills situation

Only four in ten employers surveyed, in widely different
countries and industries, reported that they were confident
they could find enough skilled graduates to fill entry-level
positions. The reasons differ depending on where you look.
In Germany, for example, there is evidence that the fairly
buoyant economy is demanding more skilled entry-level
candidates than exist in the population. That is not entirely
surprising 32 percent of employers surveyed said that lack
of skillsis a common reason for leaving entry level positions
vacant, because the labour market is tight; only 8 percent of
youth are unemployed,
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Exhibit 2
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But Greece is in the opposite position: as Exhibit 1illustrates,
more than 55 percent of youth are unemployed. Even so, our
survey found that 33 percent of employers regularly leave
vacancies open because they cannot find the skills they need.
Our conclusion, then, is that alack of job-readiness skills—
even in countries with slack labour markets—is hindering
employment for young people. In effect, many employers
choose not to hire, rather than take a risk on spending time
and money training them.

The shortage of skills is also holding back employers. In each
one of the countries surveyed except the United Kingdom,
more than a quarter of employers said that lack of skills has
caused significant problems for their business (Exhibit 3).
Itis particularly interesting to note that in the countries
with the highest youth unemployment, such as Greece, the
proportion of employers reporting lack of skills as a problem
was generally higher.

We see a similar picture across most countries: the proportion
of employers that find alack of skills is causing problems for
their business, is highest in the service industries, such as
hotels and restaurants, and in public-service organisations,
such as health care or education.

Given that more and more people of working age are filling
thelabour market, even when economies recover, young
people will continue to be at a disadvantage because too

many just don’t have the skills the market demands. They
face a Catch-22 situation: because they have not been able

to develop relevant workplace skills during or immediately
onleaving education, they cannot find a workplace to give
them an opportunity. Unless there is some movement, this
generation of young people risks being scarred the way a
previous generation has. Adults who were unemployed before
age 23 inthe 1980s were still earning 12-15 percent less than
their peers, ten years later.

Of course, not all young people are in the same position. “One
size fits all” is not a useful approach. So we took a page out

of the consumer-marketing textbook and divided Europe’s
youth (age 15 to 29) into seven segments, based on their access
tosupport and their commitment to building skills useful in
the workplace. This segmentation helped us to understand
their different needs and the different types of issues. By
defining where Europe’s young people are, we can start to
figure out how they got there and how best to support them.
We undertook a similar segmentation exercise with the
employers, dividing them into four groups, based on their
satisfaction with their workforce and investment in training
and workforce development. We focus on this work in the
following two sections.

1.2 The seven segments of youth

Webased the segmentation around young people’s
perceptions of the degree of support they received, as well
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Exhibit3

Skill gaps cause the most problems in countries

with the highest youth unemployment

Employers who believe lack of skills cause signific
to business,' %

I Youth unemployment >25%
ploy

ant problems or are detrimental

s, I
Sweden 351
®A33

1 How, if at all, does a lack of entry-level employee skills affect your company?

Source: McKinsey survey, Aug—Sept 2012, 2013

astheir own desires and eventual outcomes. These can be
distilled into three questions:

How much support did young people receive on their
E2E pathway? This measures access the young person has to
the education-to-employment system, whether in the form of
information about courses and careers, provision of support
services from their secondary or post-secondary institution,
or funding to pursue post-secondary education.

How committed were young people to developing the
skills that employers demand? This essentially measures
ambition, taking into account the degree to which youth
considered job-placement rates when selecting a place of
study; used available career support services; gained work
experience; and visited companies.

How successful were they? This establishes the extentto
which surveyed youth were able to find full-time employment
that provided job satisfaction and to which their education
wasrelevant.

Here, briefly, are the seven segments (see sidebar, “The seven
youth segments in detail” for more complete definitions).

1 The High-achievers (10 percent): “Ifocused and made
the best of the supportIreceived.”

2 The Coasters (6 percent): “I flew through education
without stopping to think what would come next.”

3 The Meanderers (5 percent): “I got support but I'm not
aiming high. Good enough is enough.”

4 The Persisters (17 percent): “Itried and tried, but my
education did not equip me to reach my ambitions.”

5 The Dreamers (14 percent): “I wish I had known more
sothat I could have made better decisions to reach my
ambitions.”

6 The Non-believers (27 percent): “I just don’t believe that
education will get me far.”

7 The Strugglers (20 percent): “I would like to continue my
education, but I cannot afford to.”

v
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Exhibit 4
e R
0 . - . .
Only 20% of young people are satisfied with their outcomes
@ High success Moderate success @ Low success
After secondary school
1 TheHigh-achievers (10 percent): “| focused
and made the best of the support I received.”
. @ Coasters
High 6% 2 The Coasters (6 percent): “I flew through
education without stopping to think what
would come next.”
@ Meanderers _ @ High_ 3 TheMeanderers (5 percent): “l got support
5% achievers but’'m notaiming high. Good enoughis
10% enough.”
. @ Dreamers 4 The Persisters (17 percent): “I tried and
Access Medium 14% tried, but my education did not equip me to
How reach my ambitions.”
much
SU t 5 The Dreamers (14 percent): “l wish | had
ppor .
did you @ Nonbelievers known more so that| could have Tade better
R 27% decisions to reach my ambitions.
receive in 7
your E2E
pathway?e Until secondary school
Low @ Strugglers 6 TheNon-believers (27 percent): “l just
don’tbelieve that education willgetme
far.”
7 TheStrugglers (20 percent): “| would like
Low Medium High to continue my education, but | cannot
R . affordto.”
Desire for employability
How great was your desire to become employable?
Does not sum to 100% due to rounding.
N Source: McKinsey survey, Aug—Sept 2012, 2013 )

“Of the seven youth segments,
only one—the High achievers,
representing 10 percent of
the population— reported
success in both finding
suitable employment quickly,
and satisfaction with their
employment.”
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_Exhibit5

Countries have different mixes of youth segments

France

Germany

Spain

Distribution of post-secondary segments by country,! % of respondents

[ | High achievers
B Coasters
B Meanderers

B Persisters
B Dreamers
Nonbelievers

Strugglers

Greece Portugal Sweden

-

Source: McKinsey survey, Aug—Sept 2012, 2013 1 Italy not included in segmentation analyses

This segmentation gives a stark picture of how few young
people find their way to a job that matches their skills and
ambitions. Of the seven segments, only one—the High-
achievers, representing 10 percent of the population—
reported success in both finding suitable employment
quickly, and satisfaction with their employment.

Another two segments—the Coasters and the Meanderers
(11 percent total)—were satisfied with the support they
received, and moderately satisfied with their employment.
However, both groups appeared tolack direction on
completing education, and in many cases, this resulted in
their struggling in their early years in the labour market.
Ofthe two groups, the Coasters tended to be academically
successful, and valued education. However, they rarely
took advantage of career services or work-placement
opportunities, and left education uncertain about what

to do next. The Meanderers were well supported, but less
academically successful; they were also less concerned
about what type of employment they would find.

The remaining four segments (79 percent) include two groups
that completed post-secondary education (the Dreamers and
the Persisters) and two that did not (the Non-believers and the
Strugglers). These segments were all dissatisfied with their
position after education. Many could not find employment,
and of those who did, few found jobs that matched their
ambitions or theirlevel of training (Exhibit 4).

The segmentation provides a diagnostic that can help
countries define their E2E priorities more precisely. For
policymakers to define the right interventions, they need

to consider where the problems are, and these differ from
placeto place. For example, if a country has a small share

of the segments with highest access to support—the High-
achievers, Coasters, and Meanderers—that is a sign that there
isa shortage of opportunities for young people to strengthen
their skills and to gain experience.

Places with a higher proportion of Coasters and Meanderers,
such as Britain and Sweden, appear to be providing services
that young people are not using. In these circumstances,

one response might be to change the way that information is
provided to young people, to better engage them in thinking
about a career, for example by bringing employers to schools.

For countries with alarge share of Persisters and Dreamers,
the segments that place the greatestimportant on job
placement rates when considering post-secondary
education, the keyis to recognise that these young people
very much want to be employed and employable, but have
little information on how to obtain support that helps them.
The Persisters and the Dreamers could benefit from more
support, such as high-quality information about their options
or more opportunities for internships and work placements.

As for the two segments that do not get past secondary school,
the Non-believers and the Strugglers, many would benefit
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The seven youth segments in detail
Segments 1to 5: Young people who pursue post-secondary education

1. The High-achievers (10 percent): “l focused and made the best of the support I received.” The High-achievers are the
most successful group. They start from a strong position: they come from the wealthiest family background and also perform
wellacademically. But it is this segment’s focused approach to education and finding a job that really sets them apart.

The High-achievers get strong career support and take advantage of opportunities to meet and visit employers’. This group
feels the most satisfied with the information they received on job opportunities, and they are almost as satisfied about the
information regarding their educational choices. The key, though, is that they use this support well. When provided with such
information, they make job-placement rates part of their decision. When they have the opportunity, they take an internship,
evenifitis unpaid.

On leaving education, the High-achievers are well positioned to take off, and do. They tend to find a job quickly; are the most
likely to secure a job related to their field of study; and to be satisfied in their work.

2. The Coasters (6 percent): “l flew through education without stopping to think what would come next.” The Coasters
tend to come from homes with higher incomes and educations, and they have the best academic record of any segment.
Throughout their education, they are offered first-rate support, and they feel positive about the information they receive on
both education and job opportunities. They are enthusiastic about education in general and happy with the field of study they
have chosen. As aresult, they feel the most prepared for their life beyond education.

But they do not make the most of these advantages. The Coasters are among the least likely to take an internship, or to make
use of career services and academic support. When it is time to make decisions on their educational path, they seemto be
the least likely to take advice. Their personal preference is their primary guide, rather than the views of peers or teachers, or
objective information on job-placement rates.

When the Coasters graduate, they are confident that their academic success will lead them to good job opportunities. But
graduation can also bring rude awakenings. Their lack of interest in exploring career options while studying leaves them
unclear ontheir path. As aresult, this group exhibits lower job satisfaction than the High-achievers, and s less likely to be
working in afield relevant to their study.

3. The Meanderers (5 percent): “l got support but I’m not aiming high. Good enough is enough.” The Meanderers achieve
moderate success, relying heavily on outside support. This group comes from below-average-income households, but has
good access to support and finance for their education, chiefly from the state. They are the most likely to fund education
through a government grant.

The Meanderers acknowledge that they have good access to information about education and job opportunities. Even so,
they are the least likely group to use career services, or to take an internship. As aresult, they don’t have a good sense of the
job market and are slow to build work experience. Moreover, staying close to home and family is particularly important to the
Meanderers. Though they generally succeed in finding work, they have the lowest rate of unemployment of any segment; they
quickly fall behind and end up being less satisfied with their jobs.

4.The Persisters (17 percent): “l tried and tried, but my education did not equip me to reach my ambitions.” Of all the
segments, the Persisters are the most focused on finding opportunities that can lead themto a job. They are the most likely
to know about relative wages and to seek out the job placement rates of education providers. They are also the most likely to
obtain work experience. They listen to their teachers and their families, and they invest in their futures. They don’t give up. And
yet—they don’tdo all that well.
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The Persisters end up with higher-than-average unemployment, and they take longer to find work. They end up only
moderately satisfied with their jobs and their chosen paths in education. Looking back, they feel disappointed. They are
the least convinced that education improved their prospects; the most certain that there are not enough jobs; and the least
confident that they can find the ones that do exist.

The challenge for the Persisters is to help them turn their ambition into a good outcome. Background may be a barrier for the
Persisters; they tend to come from below-average-income families. They are also dissatisfied with the information available to
them about educational and job opportunities, and believe there is not enough support available upon leaving education.

5. The Dreamers (14 percent): “l wish | had known more so thatl could have made better decisions to reach my
ambitions.” The Dreamers start from the toughest position, with the highest proportion from below-average-income
families. Members of this group dream of success, and are willing to make decisions—on what to study, for example—that
increase their employability. Members of this group are also open to vocational training, but are only moderately inclined to
use student career services or to take an internship.

Part of the challenge may be access. The Dreamers are lonely in the sense that they have the least interaction with employers
and they don’t get the support they need, such as career guidance services. The latter is particularly important because their
parents have the lowest education and income levels.

The Dreamers end up disappointed: they report high rates of unemployment and spend a long time looking for a job. When
they do getajob, it is unlikely to be relevant to their field of study, and they are likely to be dissatisfied with it.

Segments 6 and 7: Young people who leave education before or upon finishing secondary school

6. The Non-believers (27 percent): “l just don’t believe that education will get me far.” These young people had access
to information but decided that education beyond high school was not the best path to full-time employment. They strongly
prefer vocational training or direct work experience, and tend to be reasonably satisfied with the work they do find. They are
below average in academic achievement and tend to come from poorer homes. They would pay for additional education only
if they thought it likely to improve their chances of securing an attractive job—and they don’t believe it will.

7. The Strugglers (20%): “l would like to continue my education, but | cannot afford to.” Members of this segment tend
to come from families with relatively low income and educational achievement. They often start working while in secondary
school. As the least certain that there are enough jobs to go around, they place a high priority on getting into work. However,
their grades are not good, and their knowledge of the labour market is limited. Very few (3 percent) said they received adequate
information about job opportunities while in school and they were also the least likely to have interacted with an employer
during their education. They leave the E2E path after (or without completing) high school to find a job. If they are fortunate, they
do, butin most cases, they don’t like it much. The Strugglers record the lowest job satisfaction of any segment; many would
like to continue their education, but can’t figure out how to manage it.
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from support in enrolling in further education. For many in
these groups, cost and lack of information are the highest
barriers to continuing education. They could benefit from
innovative delivery models, such as distance learning, or from
access to shorter, lower-cost, stackable courses that allow
them to build their skills gradually and thus enter education
with alower stake.

The seven segments are common to all the countries
surveyed, but their distribution differs widely (Exhibit 5).

For example, it’s interesting that the most successful segment—
the High-achievers—accounts for around 12-14 percent of
young people in Germany and Sweden, but less than 5 percent
in Greece and Portugal. Among those who finished secondary
school, the least-satisfied segments—the Dreamers and the
Persisters—are overrepresented in the United Kingdom

and Spain. That might describe a situation where the type of
post-secondary education young people are receiving is not
helping them step into the job market. There are far fewer
Dreamers and Persisters in Sweden. Among those who do not
pursue education beyond secondary school, the Strugglers are
overrepresented in Spain, Greece, and Portugal.

1.3 The four employer segments

We grouped employers into four segments, based on reported
situation and responses to two questions:

How easy isit for you to find and recruit talent?

How willing are you to invest in talent?

Employers in each segment face different challenges with
regard to their ability to attract skilled young graduates. Each
also shows a different attitude to the importance of skills to
their business, and how to develop these skills. Each segment
starts from a different point in terms of implementing good
practices to recruit and develop the skilled employees that
theyneed. Each reports a different level of satisfaction

with the skills in their workforce. And although there are
some practices that are suitable for all four segments, some
interventions are higher priority for particular ones.

The four segments are (see sidebar, “The four employer
segments in detail):

1. The Renowned (19 percent): “I am able to find the skilled
labour I need and I am willing to invest and cooperate with
others to ensure this does not change.”

2. The Engaged (26 percent): “I overcome the skills gap
by training new hires and I work closely with education
providers and other companies.”

3. The Stand-alones (34 percent): “Iinvest internally to
fill skills requirements.

4.The Disengaged (21 percent): “I know that the lack of
skills could hurt my company but it is not important enough
for meto act now.”

Three of the employer segments we identified report that
they actively try to overcome problems with skills in their
business, and have varying degrees of satisfaction with the
outcome. (Exhibit 6)

Both the Renowned and the Engaged groups are pleased
with the quality of their workforce, but they achieve this

in different ways. Of the four groups, the Renowned find

it easiest to recruit; half of them say they can find people
with good general skills, and 63 percent report their recent
hires (in the previous 12 months) also had good job-specific
skills. This group typically has a strong brand and good
hiring resources. And they don’t rest on their laurels. The
Renowneds invest in training (though not as much as the
Engaged segment).

The Engaged are at the opposite end of the spectrum to the
Renowneds in terms finding people. Only 25 percent find it
easy to attract candidates with good general skills, and even
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_Exhibit6
Only 45% of employers extensively address the skill gap
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willing to further train new hires and company but it is not
invest and | work closely with important enough
cooperate with providers and other for me to act now.”
others to ensure companies.”

this does not

change.”

1 Employer segmentation data from 7 EU countries; Italy excluded from segmentation analyses.
Source: McKinsey survey, Aug-Sept 2012, 2013

__Exhibit7
Small businesses are overrepresented in the disengaged segment

Proportion of businesses of 1-19 employees in each employer segment, %

Renowned 17

Engaged 24

Stand-alones 34

Disengaged 43

Source: McKinsey survey, Aug—Sept 2012, 2013




29 | Education to Employment: Getting Europe’s Youth into Work | Education to employment in Europe: the stage and the actors

_Exhibit8
Small businesses are the
backbone of Europe’s
employment provision
Amount of countries’ private-sector
workforce employed in small businesses, %
chocorn N
Kingdom 39
Source: Eurostat, 2007, McKinsey survey, Aug-Sept 2012, 2013
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fewer, 16 percent, say their recent hires had the appropriate
job-specificskills. However, the Engaged invest more heavily
in training new hires than any other employer type. As a
result, they are generally content with their workforce.

The Stand-alones are less satisfied. They find hiring no more
difficult than the Engaged, and they also invest in training.
The major difference appears to be in how they train. Only 2
percent of the Stand-alones group report working with other
employers on skills issues to be effective, compared with 9o
percent of the Engaged. Four out of five Engaged employers
work with education providers on designing training courses;
three-quarters ensure that instructors have relevant industry
experience and work with providers to determine which
subjects to offer. Only a little more than halfthe Stand-

alones (53 to 57 percent) do the same. This segment, then,
might consider not investing more money in training, but in
building better partnerships.

The Disengaged segment is the least satisfied with the skills in
its organisation. Itis also the leastlikely to do anything about
it. Fewer than four in 10 (37 percent) say they are satisfied
with thelevel of general skills, and only 40 percent report that
their training is effective in preparing employees to work.
Many question whether investing in training pays off. For
others, the question is how to get started.

“Almost 45% of the
Disengaged employer
segment is comprised
of small businesses.”

1.4 The small business conundrum

Small businesses face specific challenges in navigating the
E2E pathway. They find it more difficult than medium-sized
(50to 249 employees) and large firms to recruit new workers;
they also find it most difficult to change this situation. As a
result, they report the biggest skills gaps; small businesses
(fewer than 50 employees) make up a disproportionate share
of the Disengaged. (Exhibit 7). The problem is greatest for

the smallest businesses; 43% of the Disengaged employer
segment is comprised of businesses with fewer than 20
employees, compared to only 17% of the Renowned segment.

Small businesses, of course, have limited resources for
recruiting; for example, they were the least likely to advertise
newroles publicly. They are also more disconnected from
othertraining resources. Fewer than half coordinate with
other employers on skills and qualifications, compared

with 60 percent of medium-sized and large businesses.
Small businesses are also less likely to work with education
providers on developing training curricula, or in other ways.

The smallest employers (fewer than 20 employees) were the
leastlikely to find it easy to recruit new hires; to consider their
new workers adequately prepared; or to find people with the
appropriate job-specific skills. No wonder, then, that these
very small businesses reported that lack of skills was hurting
them, significantly more than the average.

In Europe, the difficulties of small business add up to a very
big problem. Small businesses are crucial to all European
economies, and are mostimportantin those countries

with the highest unemployment. In Spain, Portugal, and
Greece, small businesses employ more than 60 percent of the
private-sector workforce, and at least a third everywhere else
(Exhibit 8). If Europe wants to improve its E2E systems, small
businesses have to be part of the solution.
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The four employer segments in detail

1. The Renowned (19 percent): “l am able to find the skilled labour | need and | am willing to invest and cooperate with others
to ensure this does not change.” This segment is composed disproportionately of medium- and larger-sized companies; it
employs more educated people and is more selective, interviewing many people per vacancy. Many are well known, with
strong brands, and they do conspicuously well in hiring skilled and motivated young professionals.

How do they doit? They start from the premise that skills are important and hire people with the highest skill levels they can.
They know what they want and have a shrewd and specific idea of what fields of study, work experience, and academic
performance they require; they are willing to pay a premium for the right talent. In addition, they are the most likely to provide
training to new hires and to monitor effectiveness of training. Finally, they work closely with other employers and also with
education providers to develop appropriate curricula.

Small firms are under-represented, as are companies in Greece and Sweden. There are relatively few employers from service
industries (such as hotels and restaurants) in this group; employers in education, health, and social work do conspicuously
well.

2. The Engaged (26 percent): “| overcome the skills gap by investing a lot to train new hires, and | work closely with education
providers and other companies.”Members of this group are also satisfied with the level of skills in their business. That is
notable because they start from a more challenging position. Unlike the Renowned, these employers tend not to focus so
much on academic prestige and previous work experience, and they find it very difficult to attract the young people they need.
Sotheir hires tend to have average skills. To compensate, they invest strongly in training; indeed, this segment considers skills
their top priority. The Engaged are the most likely to provide training, to monitor development outcomes and to update training
curricularegularly. In short, they are convinced by the effectiveness of training, and they back up this commitment along every
dimension. They are also the most willing to work with other employers and providers, to make sure their people get the skills
they need.

Companies in this group tend not be as well-known as the Renowned; they are often medium-sized firms that supply larger
ones, such as the Mittelstand in Germany, where this segment is strong. In France, however, and among small businesses,
there are relatively few Engaged. Raw material industries, such as agriculture, mining, and quarrying, are well represented
among the Engaged; public services are much less so.

3. The Stand-alones (34 percent): “l invest to address the skills gap, but | do this by myself.” This group reports below-
average success in finding qualified recruits, in part because they are less willing to pay for trained talent. Businesses in this
segment say that this lack of skills has had detrimental effects on their operations. They do invest in training to overcome skills
problems—indeed, they are the most likely to do so—and they frequently update their training curricula. What they do not do,
however, is build relationships with education providers and other employers to develop better training curricula or to pool
resources. Perhaps as aresult, the Stand-alones are less satisfied with the quality of their workforce than the Renowned and
the Engaged groups.

Businesses of all sizes are represented in this segment; for example Portugal has comparatively little representation. There are
many Stand-alones in real estate and the hotel and restaurant sectors, and far fewer in education and in health.

4.The Disengaged (21 percent): “| know that the lack of skills could hurt my company but it is not important enough for me to
actnow.” This group does not find it any more difficult to hire in the first place, but then is least comfortable with the quality of
the workforce that they get. They find lack of skills has the most negative impact on their companies, but are also the least likely
totrain. Instead, they prefer just to hire older, experienced workers; there does appear to be something of a bias against taking
arisk with young people. On the whole, the Disengaged have bigger worries than the skills of their workforce. The Disengaged
are particularly represented in mining, construction, electricity, and water. This segment is less prevalent in the public sector,
including health care and education.
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Segmenting the youth population showed us that young people follow very different routes from
education to employment; some travelling fast and some slow; some getting far, and others getting lost.

We can look at young people’s transition from education to employment as a journey with three stages: enrolling in
post-secondary education; building employment-related skills; and finding a job (Exhibit 9).

In this section, we highlight some of the biggest challenges that Europe’s young people face in finding their way
along this journey to employment. We have distilled our findings into six insights, linked to the three intersections
on the education-to-employment pathway.

2.1 Thefirst critical intersection: Enrolling in post-secondary education
Insight 1: Many young people do not believe they can afford post-secondary education

Young people would like to find rewarding work; employers are desperate for skilled and willing workers; and policy
makers are acutely aware of the costs, both in the short and long term, of alarge number of jobless young people.
Surely this situation should create the conditions to help more young people get the education that could increase
their employability?

Yes. And no.

Yes, because most European countries offer a wide range of post-secondary courses with low or no tuition fees.
And no, because young people and educators still identify economics as the single most important barrier to post-
secondary education. This is true both for those who do not enrol at all, as well as those who enrol and then drop out.

For students undertaking an academic university course, 20 percent of those who did not finish said the reason
was cost; 26 percent said needing paid work prevented them from completing their studies (Exhibit 10). Cost was
an even greater barrier for students undertaking vocational training; 21 percent said their course was too expensive
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Exhibit9

Three main guideposts mark the road to employment
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Source: McKinsey Education to Employment: Designing a System that Works, 2012

“Portugal, Italy, and Greece have the
highest proportions of young people

reporting that they did not enrol because

they could not atford to do so. Itisin
these same three countries that the
lowest proportion of young people
(below 40 percent) graduate from
post-secondary education.”
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b Exhibit 10 .
Cost is the highest barrier to enrollment and completion
of post-secondary education
Youth respondents who answered yes to each question, %
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1 Why did you not enroll in post-secondary education or training? 2 Why did you not complete your post-secondary education?
Source: McKinsey survey, Aug-Sept 2012, 2013

Portugal, Italy, and Greece have the highest proportions of
young people reporting that they did not enrol because they
could not afford to do so. It is in these same three countries
that the lowest proportion of young people (below 40 percent)
graduate from post-secondary education.! If governments
want their committed and capable young people to obtain
post-secondary education, they need to help to make it
economically feasible (Exhibit 11).

Affordability looms particularly large among those students
identified as Strugglers (20 percent of youth). Members of
this segment (see Chapter 1) would like to study further but 35
percent said they couldn’t because they needed to work, while
28 percent said they simply could not afford more school. As
aresult, the Strugglers, who tend to come from the poorest
family backgrounds, often start work at a young age and then
getstuckin jobs theyloathe. This hints at a larger problem:
even among those who reach the post-secondary stage and
have the desire to succeed (the High-achievers, Persisters,
and Dreamers), significant minorities fail to complete their
course forlack of money.

The academic dimension

Nevertheless, in most countries tuition costs do not appear
overwhelming. University tuition is free in Greece and
Sweden, and typically below €1,000 per year in Germany,
Portugal, Spain, and France.? Ofthe countries surveyed,
only the UK makes students responsible for the majority of

tuition costs—between €8,500 and €11,000 annually for
the majority of courses (Exhibit 12). However, these fees can
be covered by a state-supported loan, and paid back over 30
years.? In spite of the wide availability of low-cost tuition, in
every country surveyed except Sweden, more students cite
costasthereason they did not enrolin an academic course
than any other factor.

The economic stress comes from the limited support provided
to full-time academic students to help them meet living

costs and those associated with studying, such as books and
materials. The proportion of students who live away from
home while studying varies widely by country—over 60
percent do so in Britain and Germany compared with fewer
than a third in Greece—and appears to be correlated with the
availability of financial support.4 This suggests that in several
countries there are young people who are able to take a post-
secondary course, but only at an institution that they can
commute to from home; young people may be restricting their
ambitions because of financial pressures.

For example, in Greece, young people do not typically have
access to aneed-based grant from the government. This
leaves many reliant on family or a state-guaranteed loan to
cover living costs. For many in Spain, the situation is similar.
Students pay up to €2,000 annually for a public university
course, and although there are grants of up to €6,000 plus
awaiver of tuition fees for young people from lower-income
backgrounds, most receive farless than this maximum



37 | Education to Employment: Getting Europe’s Youth into Work | Aroad with many barriers

figure.5 Consequently, many Spanish students rely on
support from family or paid work. Several countries offer
needs-based grants to help with non-tuition costs, but the
combined funding typically does not exceed €6,000. This
leaves students reliant on parental support, savings, or part-
time work, particularly if they are living away from home or
studying in a city with higher living costs (Exhibit 13). Sweden
isthe most generous, with grants of up to€3,200 per year of
study available to the majority of students, and low-interest
loans of up to €7,000 to cover the cost of living.® It also has the
lowest proportion of students citing cost as areason not to
start, or finish, their education.

Inthe UK, Sweden, and France, state-backed loans—often at
lowinterest rates—are available to young people for university
education. In Germany, loans are available depending on the
student’s family situation. However in Spain and Portugal,
there is no such system, meaning many students rely on
commercial lenders. Loans can help to reduce cost pressures
and provide up-front funding for students to follow the path
of their choice. Students who received loans or were funded
by their government or employer, were around half aslikely
as students relying on other funding sources to cite money as
areason to drop out. The downside is that, with young people
facing uncertain employment prospects (and often high
consumer debt), relying on loans carries its own risks; and
these risks put many young people off further study.

The economic dimension

Along with the law of supply-and-demand and the law of
unintended consequences, there is one principle that no
economist challenges: there is along-term financial benefit
to society when young people complete further studies and
so gain higher skills. However, given Europe’s economic
difficulties, it is unsurprising that some young people in a
number of countries are not enrolling in post-secondary
education because they question its value.

In most countries, unemployment tends to be lower for people
with higher educational attainment (and higher for those with
the least schooling). However, during the current economic
crisis, university graduates have suffered badly too, leading
more than a few of them to wonder whether they have spent
their time and money to no purpose. In both Greece and
Portugal, for example, youth unemployment is as high among
university graduates as for those with only a lower-secondary
education. While thisis likely to be because many of the latter

gained a foothold in the job market before the worst hit, itis a
poor advertisement for those considering further education
(Exhibit 14).

Soitishardly surprising that some young people are turning
away from post-secondary education because they say they
donot see the value of it. This was more often the casein
countries with high tuition fees or where support comes in

the form ofloans rather than grants. In the UK, for example,
where most students take out aloan to cover university
tuition fees, 14 percent of those surveyed did not enrol in post-
secondary education because they thought that it would not
payitself back. Where tuition is free (Sweden) or almost free
(France), or where financial support is available in the form of
grants, amuch lower proportion of young people (fewer than 6
percent) cite money as a reason not to enrol.

Given thereality of austerity and slow growth, it is
understandable that many countries cannot fully support
young people through post-secondary education. However,
thereis asignificantlifetime financial benefit, across all of the
countries that we surveyed, in completing upper secondary
education or vocational training. There is also further lifetime
financial benefit (net present value) to the individual from
completing tertiary education, ranging from €50,000in
Sweden (averaged across the sexes) to €120,000 in Portugal
and the UK (Exhibit 15). Furthermore, the benefit not only
accrues to the individual; there is also an economic benefit
tosociety.

By 2020, the EU projects that there will be a 10 percent
increase in the number of jobs that require some form of
post-secondary training, compared to 2010. Over the same
period there will be a 20 percent decrease in the number of
jobs available that do not require any form of training after
secondary school (Exhibit 16).7

Insight 2: Young people are making critical E2E decisions
without the information they need.

In most of the countries we surveyed, young people have to
choose between academic and vocational tracks at age 15 or
16, or even earlier. And once they make their decision, it is
difficult to turn back. Vocational high-school qualifications
often cannot be used to gain access to an academic post-
secondary institution, without further secondary academic
qualifications. There are exceptions: in the UK, vocational
courses carry points that can be used to enter university.®
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Exhibit 11

Proportion of young people completing each level of education varies
between countries

Percentage completing each education level’:

/
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1 Upper secondary - The final stage of secondary education in most countries; Post-secondary non-tertiary - Level between upper-secondary and
tertiary education, typically between 6 months and 2 years long; Tertiary - University education or equivalent

Source: Organisation for Economic Co-operation and Development, 2010 (except France: Quand I'école est finie Premiers pas dans la vie active d’une
génération, enquéte 2010, Cereq; Portugal PORDATA 2010 and Greece, Organisation for Economic Co-operation and Development, 2007)

Exhibit 12

Fees and financial support available vary between countries

University Tuition Fees,’ € (W Range of fees/support”
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1 UK figures are for England different financial systems exist in Northern Ireland, Scotland, and Wales.

2 Financial support comprises state-provided needs-based grants and loans. 3. Italy, fees data shown is median only

Sources: Eurydice National Student Fees and Support Systems, 2012/13; The Office for Fair Access, Student Loans CompanyCSN (The Swedish
National Board for Student Aid); Swedish National Agency for Higher Vocational Education;
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_Exhibit 13

Apart from those in Sweden and the United Kingdom, most
youth report self-funding or family support for their financial needs

Youth who attend post-secondary education,!

% that receive each type of funding

171 [ selfffamily
France [ Government/provider/employer
gave a loan/covered costs
Germany 76 B scholarship
| 75
Greece
| 89

Italy

| 78
Portugal

| 78
Spain
Sweden 80
United Kingdom 69

1 How did you pay for your education or training? Select all that apply.
Y Source: McKinsey survey, Aug—Sept 2012, 2013

_Exhibit 14
Unemployment rate varies by education level and country

Youth unemployment rates per education level, %, 2012

B Primary/lower secondary

[ ] Upper secondary/post-secondary
Tertiar

58 | y

51 52

38 39 39

36

12
6 4
France Germany Greece Portugal
39 37
19
18 14 13
Spain Sweden United Kingdom

Y Source: Eurostat




40 | Education to Employment: Getting Europe’s Youth into Work | A road with many barriers

Exhibit 15

Tertiary education offers a significant lifetime financial
benefit over upper secondary education

Private lifetime net present value of attaining tertiary education vs. upper secondary
or nontertiary post-secondary education

€
Male Female

Greece -51,947 -67,193

Sweden - 62,399 - 37,670

son [ - 5+ e
Germany _ 98,171 - 53,276
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Source: Education at a Glance 2013: OECD Indicators

Exhibit 16

Across Europe, demand is greatest for medium-level

qualifications (secondary and post-secondary vocational)

Projected demand by qualification level,' 2010-20, EU-27 countries
Total demand by qualification @ Demand: 2010 Total job openings by qualification

level, millions of jobs @ Demand: 2020 level, 2010-20, %
100% = 84 million openings

116
111
Low
82
69 i
Largest number expected in
technical and associate professional

occupations (20% of job openings
Medium High 2010-20)

53
“
Low

1 Low = below post-secondary (ISCED 0-2); medium = secondary or post-secondary vocational (ISCED 3,4);
high = tertiary (ISCED 5, 6); expansion and replacement demand.

Source: Cedefop skills forecast, 2013
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In Germany, different state’s regulations determine the
conditions under which vocational education can be used to
gain access to university.

Broadly, however, it remains the case that young people often
have to makelife-defining choices at or before age 16. Yet the
ironictruthisthat teenagers, as a whole, are not exemplars of
sound judgment: 16-year-olds cannot be expected to know—
without relevant information and objective support—what their
options are, and howto connect their skills and passions to a
choice of career and a path to get there.

Some young people do tryto gather pertinent knowledge. For
example, members of the Dreamer segment say they have
little objective information at their fingertips on jobs, wages,
and education providers, but they are acutely aware of what
their families think. The problem is that, if their families do
not have the right information, the student can inherit these
misconceptions.

Sound information and advice is therefore vital; poor choices at
high school can have along-term influence on a young person’s
future. But such information is, all too often, conspicuously
lacking, both for young people and their families. Beyond
making a choice between vocational and academic training,
students also have to decide whether and what to study after
secondary school. Most are uninformed on this decision.
Exceptin Germany and Italy, fewer than a quarter of young
people surveyed said they received sufficient information at
high school on the types of educational opportunities available
and (again excepting Germany) fewer than a fifth received
sufficient information about the careers that such studies could
lead to. Even in Germany, only one third of those surveyed were
impressed with their career advice (Exhibit 17).

In short, most young people decide their future without
knowing which disciplines help to build skills in sectors where
jobs are available, the wages available in particular careers,
orthe success rates of educational establishments in helping
their students into work. Of the young people who do continue
onto post-secondary education, only the High-achiever and
the Persister segments, accounting for 27 percent of those
surveyed, say they have a good idea of job availability and
career options before deciding what to study (Exhibit 18).
When asked to rank 13 factors for selecting a post-secondary
course of study, only young people in Greece ranked job
placement in their top three; the number of jobs available in
the proposed field of study is not a top three factor anywhere.?

Young people who follow different paths of study also report
very different levels of knowledge of job placement rates

in their field. Students of manufacturing (50 percent) and
law (48 percent) were most likely to have an idea of which
providers did well at job placement. Journalism/media and
liberal arts students had very little idea—14 percent and 15
percent respectively (Exhibit 19). This disparityis duein part
due to the students’ motivation to find the information, but
itis also areflection of the different priorities students have
depending on their chosen field of study.

Making such major decisions with incomplete or poor
knowledge increases the chance that students will take
coursesin fields where there is low demand for labour.

Thus, in countries where course availability is driven by
student demand, this makes a difference to whether providers
respond effectively to the needs of the labour market. It is not
surprising to find that more than a third of young people in
our survey end up regretting their choice of institution;
asimilar proportion wish they had followed a different

field of study.

Insight 3: Social bias and unclear pathways limit vocational
enrolment, though there is demand from both employers and
young people.

Young people in Europe believe that there is a stigma against
vocational education. In five of the seven countries (excluding
Ttaly and with the exception of France and Germany),
students taking an academic course said they believed
society valued that kind of education more than vocational
training. The interesting thing, however, is that even these
students stated that they believed vocational education was
probably more useful in finding work. In four of the countries
surveyed, more than half of young people who followed an
academic course say they would have preferred to take a
vocational course (Exhibit 20). At the same time, thereis
increasing demand from European employers for vocational
skills, given that the labour market is shifting towards
higher-skilled jobs.

The bias against vocational education appears to be
dissuading young people from following pathways that
canlead tojobs they want. When we asked young people
which types of jobs they considered desirable, we found they
preferred jobs that require advanced skills; however, there
was no noticable preference for jobs requiring academic
rather than vocational training (Exhibit 21). The level
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Exhibit 17

Fewer than a third of young people think they are getting
good career advice at their secondary school
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Source: McKinsey survey, Aug—Sept 2012, 2013

1 | received sufficient information about disciplines/fields of study prior to deciding what to do/study following high school.
2 | received sufficient information about job opportunities related to various fields of study prior to deciding what to do following high school.

Exhibit 18

Knowledge on labour market opportunities varies between
segments who continued to post-secondary education

% of youth who knew:
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1 1 knew which disciplines had many jobs when | was choosing what to study.
2 | knew which careers had high wages when | was choosing what to study.

4 1 knew my family’s opinions of various options when choosing what to study.

Source: McKinsey survey, Aug—Sept 2012, 2013

3 | knew which education providers had successful job-placement rates when | chose where to study.




43 1 Education to Employment: Getting Europe’s Youth into Work | Aroad with many barriers

Exhibit 19

widely between students in different fields of study

Students in each field of study who knew which education providers had successful
job placement rates when choosing where to study, ' %
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1 I knew which education providers had successful job-placement rates when | chose where to study,

Source: McKinsey survey, Aug—Sept 2012, 2013

Across Europe, understanding of job-placement rates varies

Exhibit 20

vocational education, but poor recognition by society

Students pursuing academic subjects see strong benefits in

Students studying academic subjects who answered yes to each question, %

| think that vocational education is
the most valued by my society.

36

| would personally prefer to pursue
vocational education.

| think that vocational education is
most helpful for getting a job.

44% of students
who would
prefer to pursue
vocational
education did
so at post-
secondary level

82% of students
who would
prefer to pursue
academic
education did
so at post-
secondary level

Source: McKinsey survey, Aug—Sept 2012, 2013
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Exhibit 21

Young people are attracted to several post-secondary and professional degrees

Youth who are attracted to each occupation,!' %

United
Occupation Germany France Kingdom Spain ltaly ~ Greece Portugal Sweden
Engineer s el M 57 4 51 (58 [50
Professional Doctor/surgeon 51 59 40 47 46 54 49 37
degree Lawyer 55 50 s a2 [aw | o a 44 38
Accountant 49 42 38 52 52 40 50 | 26
Master's |School teacher 48 45 45 60 51 56 45 -
Bachelor's | Financial analyst 55 39 41 56 54 48 42 271
Web developer 8 57 4 [ 67 6L 6 60 45
2-3-year Graphic designer -- 36 - 56 52 54 44
post-secondary |IT technician - 53 46 58 ----
Social worker 48 46 36 sa 42 50 45 33
Police officer 50 47 36 51 49 | 34 46 42
Medical assistant 53 49 38 - 45 37 47 30
Teacher assistant VRt 38 57 50 41 a3 |24
Certificates Health-care technician |44 43 | 31 54 42 37 53 | 25
Secretary 44 45 38 s7 [ 57 sa e 35
Electrician 44 0 31 a3 @ m 41 35
Mechanic a8 |35 [ 28 a9 [ a2 6 41 31
Construction worker | RN RS I I D N . :-
Sales representative 48 39 40 - 45 48 44 40

) Customer service 49 43 58 54 56 - 38
Services Food-service worker 51 43 38 sa |59 a6 47 42
Hotel staff T a3 37 60 | 58 51 | 60 @ a2

1 % who find the field attractive or have applied for a position in it/% who are familiar with it.
Source: McKinsey survey Aug—Sept 2012, 2013

Exhibit 22

Employers across Europe have a similar view on where skills are missing
. Greatest differences

Difference between employers who rate skill important and youths’ competence in each skill," %

United
Germany France Kingdom Spain Italy Greece Portugal Sweden
Local | ' i i l i : : :
ooy M M Qe o HG B Bl It
Basic math skills l7 .8: .9 .8 -1,4 .9: .13 |2,
Academic/theoretical ; : : : : : : 0!
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1 “Below is a list of a number of skills regarding entry-level employees you have hired in the past year or so. For each skill, please rate how important
they are for new hires to be effective at your company” minus “For each skill, please rate how competent, on average, they are.”

Source: McKinsey survey, Aug—Sept 2012, 2013
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of expertise appears to be the most important factor. So
advanced academic qualifications (such as engineering or
medicine) are attractive; but so are professions that could be
entered with either a high-skilled vocational qualification or
afocused academic qualification, such as web development or
graphic design.

There was considerable variation in the attitudes towards
different career paths. In Germany, enthusiasm was
particularly strong towards jobs requiring a professional
degree or atwo-to three-year college degree. In comparison
with other countries, proportionally more young people in
Spain and Greece reported being interested in jobs requiring
a Masters or Bachelors, such as teaching or financial analysis.
Young people in the Mediterranean countries were also
highly positive about jobs in IT or graphic design.

However in two countries, the UK and Sweden, there is
evidence of a motivation problem across the board. Young
peoplein these countries appeared less interested than their
peers elsewhere in almost all of the occupations they were
surveyed about. Perhaps surprisingly given the strength of
the UK’s creative industry, this was as true in “hot” fields like
graphicdesign, as it wasin traditional ones such as secretarial
or police work.

Social bias is not the only barrier to students taking up
vocational courses. In most countries, this pathway was less
clearly marked, and often much more poorly funded, than the
academic one.

Well-developed vocational training systems do existin
several European countries. Germany operates a dual system
where the academic and vocational tracks run parallel to each
other from high school through post-secondary education.
There are clear entry points into the vocational track and a
well-understood hierarchy of qualifications.

France also offers vocational training from high school
onwards. There are multiple entry and exit points and the five
main qualifications cater for differing levels of skill. About
aquarter of French students enter a two-year professional
qualification post-secondary programme. However,
secondary-level vocational studies are less well regarded,
and often the subject of social scorn. Indeed, there is no
smoke without fire: those who undertake a secondary-level
vocational qualification are twice as likely to be unemployed
after three years than someone who undertook a post-

secondary vocational qualification.”® Atthe same time,
whilstitis relatively common for someone who followed

the academic track at high school to switch into France’s
highlyregarded post-secondary vocational training, itis less
common for someone who has followed the vocational track
during secondary school to attend a university.

In many countries, there is a problem with confusion. The
UKnow has more than 20,000 qualifications—triple the
2008 figure—offered by almost 150 different organisations,
including public agencies, trade groups, voluntary
organisations, uniformed services, health and care services,
professional education establishments, and trade unions."
Itis often unclear what qualifications are needed for which
skills or how qualifications progress. The fees charged to
students depend on a number of factors, including: the level of
the course applied for and whether a course at the same level
hasbeen completed in the past; age; whether the course s
being undertaken to improve employability; and a number of
measures of vulnerability.'?

In Sweden, the pathway for students who have completed
avocational track at secondary school varies across the
country. The country has an established secondary vocational
training system, but the post-secondary vocational track is
relatively new. Qualifications offered depend on local labour
market needs and vary in length from six months to two
years. However, the offering is not yet consistent across the
country and there is low take-up—only 10 percent of post-
secondary students are in vocational training.'3

2.2 The second critical intersection: Building skills

Insight 4: Young people are not being trained in the skills
employers need.

Employers have alist of skills that they want and need; to a
significant degree, thislistis consistent across industries.
Specifically, employers of all kinds are eager to hire people
with general professional skills, such as problem-solving, as
well as basic mathematics and writing ability. They are also
looking for qualities such as a good work ethic alongside “soft”
skills such as teamwork and interpersonal skills—employers
across every country and every sector consistently believe
that not nearly enough young people show basic competence
inthese areas.
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_Exhibit23

and public service

The largest skills gaps are in the service (tertiary) sector

Difference between importance of skills and youths’ competence, split by type of industry,! %
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Looking in more detail, employers report larger skills gaps

in France, Greece, Italy, and Portugal than in the United
Kingdom, Germany, or Sweden, with Spain in between.
Complaints about work ethic appear most widespread in

the United Kingdom, France, Greece, and Sweden, while
employers are most concerned about lack of analytical skills
in Germany, Greece, Portugal, and Spain. The Mediterranean
economies seem to have the biggest problem with proficiency
in English (Exhibit 22).

Employers from different sectors also identified particular
gapsin young people’s skills, and these differed both in
degree and in kind. To understand this better, we divided
employers into four groups: primary industries (such as
agriculture and mining), manufacturing, services, and the
public sector. Services and the public sector reported the
biggest difference between what they need and what they
are finding (Exhibit 23).

Onelikely reason for these mismatches is that students
arenotbuilding the qualifications that employers need. In
several countries, the economic crisis has led to a significant
change in thelevel of demand in particular sectors—but

the pipeline keeps filling with talent that then has nowhere
to go. For example, in Spain there hasbeen a 170 percent
increasein students graduating in architecture since 2005,
even though the construction sector has lost 60 percent of
its jobs since then.'# In Greece, France, Italy, Portugal, and
the United Kingdom there are similar stories, with rising

numbers of people completing qualifications relating to
construction, even though the number of jobs in the sector
hasfallen sharply. In Italy, Greece, Portugal, and the United
Kingdom, more students are taking courses in areas related
to manufacturing and processing, despite sharp dropsin
demand. Of course, there may be situations where more
graduates are needed, even when overall employment in a
sector is stagnant or falling, for example if large numbers of
retirements are expected. Butin general, it cannot be a good
thing to see large numbers of young people betting their
futures on faltering industries.

A second reason for the mismatches is that educators and
employers are not communicating with each other. Without
this dialogue, providers often underestimate or overplay
what businesses want and thus emphasise the wrong things.
Education providers appear to overrate young people’s
preparedness for the workplace: they are more than twice

as likely to state that their graduates are ready to succeed in
an entry-level position compared with employers, a finding
that was similar across all eight countries (Exhibit 24).

This gap was 30 percent larger than the countries covered

in our global survey, with employers significantly more
pessimistic. Providers also appear to misjudge the type of
learning that young people find most effective. Young people
overwhelmingly prefer hands-on lessons and on-the-job
training, but they don’t get it: 62 percent of their time is spent
on theoretical learning, and only 38 percent on practical.
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Exhibit 24

Providers are twice as likely as employers and youth
to rate youth as prepared

Respondents who agree that graduates/new hires are
adequately prepared, %

employers' youth? education
providers®

1 Overall, the entry-level employees we hired in the past year have been adequately prepared by their prehire education and/or training.
2 Overall, | think | was adequately prepared for an entry-level position in my chosen career field.
3 Overall, graduates from my institution are adequately prepared for entry-level positions in their chosen field of study.

Source: McKinsey survey, Aug—Sept 2012, 2013

Exhibit 25

Employers report communication with providers to be
either infrequent or ineffective

Employers who report communicating with providers several times a year or more frequently,' and
for those that do, amount who believe their communication is effective, 2%
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1 How frequently does your company communicate with education providers? 2 In your opinion, how effectively does your company coordinate with
education providers when it comes to preparing trainees to be productive employees in your sector?
Source: McKinsey survey, Aug—Sept 2012, 2013
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The extent to which employers and education providers
engage with one another varies. What can be said is that

in most countries, the majority of providers report that
employers are involved to some degree in setting curricula,
and also in ensuring that trainers have up-to-date industry
experience. An exception isin Greece, where a combination of
cultural and other restrictions appears to discourage private
companies from working with public organisations in this
way.

Some providers also report that they interact regularly with
employers, with this practice being particularly common

in the United Kingdom, Italy, and Germany. In the other

five countries, the majority of employers only communicate
with providers once a year, if at all. However, in the United
Kingdom, Italy, Sweden, and France, most employers said
that such communications weren’t very effective even when
they did happen (Exhibit 25). Clearly, much more can be done,
and done better.

Another important form of collaboration is among employers
themselves. Although businesses are competitive, working
together often makes sense. This is especially the case where
thereis alocal or regional hub of activity in a particular sector,
or where independent companies work together at different
points on the same supply chain. In the United Kingdom,
employer-run Sector Skills Councils agree on vocational
qualifications, and then businesses cooperate with providers
to develop relevant programmes. There is no exact equivalent
to these councilsin Sweden, but employers there also define
skills requirements where there is a clear need for standards,
such as with electricians.

While 71 percent of Italian employers say they work with other
companies on skills and qualifications, only 41 percent do so
in Greece (Exhibit 26). This matters because small businesses
in Greece employ the majority of people—and report the
greatest difficulty finding skilled employees.

More worrying is employers’ assessment of their partnerships
with other businesses on skills. Fewer than half of
respondents called such interactions “highly effective”—only
26 percent in Italy, as Exhibit 26 illustrates. This is important,
because many of the most innovative and successful
interventions depend on such partnerships.

2.3 The third critical intersection: Finding a job
Insight 5: Young people do not get enough career support

We surveyed education providers on their top ten priorities,
ranging from specific institutional needs such as raising
money and attracting students to those related to the success
of students, such as completion rates and employment
outcomes.’s Across Europe, 60 percent of providers described
helping students to find jobs as a key priority (a much higher
rate than in our global survey). The greatest proportion of
employers who made jobs a priority was across the countries
where youth unemployment is highest. For example, in
Portugal providers said helping students to find jobs was
their top priority. However, in several countries—Germany,
Spain and the United Kingdom—helping students find
jobsranked near the bottom. Part of the issue is that, even

in the current economic climate, providers appear to be
underestimating the scale of the challenge their students face.
Asked to estimate the percentage of their graduates who find
employment within three months, providers in all countries
overestimated their students’ success, often by large margins,
thosein France, Portugal, Germany, and Sweden, get
overestimate the percentage by 10-20%.

Lack of career support

Fewer than 40 percent of students surveyed said they could
easily access information about jobs, wages, applications,
interviewing, and résumés at their post-secondary
institution. Only in the United Kingdom were more than half
of young people able to say they could obtain such data.

And even where advice was provided, the quality was
considered dubious. Young people in Sweden were
particularly dissatisfied; fewer than half found the
application, interview, and résumés services helpful. Butin
France, even though careers services areless common, 70
percent of those who did have access to them found them
useful (Exhibit 27). There is an interesting wrinkle to this
result. The Meanderer segment is least likely to find careers
services helpful, and the High-achiever most likely. This
suggests that part of the problem may be in the motivation of
the young people who use these services.

The uneven quality and lack of career support services is
particularly unfortunate because these appear to make a
noticeable difference. Students who were offered application
and interview support, for example, were 17 percent less likely
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_Exhibit 26
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Many employers work with companies on skills and qualifications,
but few describe these interactions as highly effective

Companies that coordinate with other companies on the topics of skills and qualifications,’

and, of those who do, how many find it effective? %

o Effectiveness lYes

Greece
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Spain Sweden

Y Source: McKinsey survey, Aug—Sept 2012, 2013

1 Does your company coordinate with other companies on the topic of skills and qualifications?
2 If so, how effective is your company at promoting coordinated industry efforts on skills?

tobe unemployed after six months. Assistance with preparing
résumés is similarly effective, also reducing unemployment
six months after graduation by 15 percent and by 50 percent
after ayear. Finally, students appear to benefit from visiting
companies; those who had the opportunity to do so through
their post-secondary institution were 20 percent less likely to
be unemployed.

In achallengingjob market, replicating such improvements
could make areal difference.

Insight 6: There are not enough work study opportunities.

Internships, apprenticeships, or an appropriate work
placement can provide a large boost to a young person’s
chances of employment, by helping them develop the

skills needed in the workplace, and by strengthening

their relationship with potential employers. (In general,
internships are more associated with academic courses and
apprenticeships with vocational ones).

Internships can help young people find a job relevant to

their field of study—something that is relatively uncommon.
Across Europe, only 40 percent achieve a job relevant to

their field of study within six months of graduation; students
who complete an internship or apprenticeship during their
studies do better. Three factors determine the extent to which
young people benefit from internships and work placements:
availability, accessibility, and quality.

Availability: In some European countries, work placements
are built into post-secondary education. For example, in
France post-secondary providers are required to leave

time during the course for students to undertake a full-
time work placement. And financial incentives are given to
employers to offer these. As aresult, in France, more than 85
percent of post-secondary students reported undertaking
awork placement, typicallylasting one to three months.
Although these are not designed to lead directly to full-time
employment—and indeed, there has been criticism that
employers use this a source of free or cheap labour—most
are paid (Exhibit 28). In Germany, where there is a well-
established apprenticeship system, young people routinely
work for an employer throughout their course of study.
Mostyoung people on vocational courses undertake a work
placement; so do more than three quarters of students on
academic courses. In other countries, paid work placements
are less common. In Sweden for example, fewer than

half of young people on academic courses take partin a
work placement. In the United Kingdom, fewer than half

of vocational students, and less than a third of academic
students, undertake one.

The availability of work placements also varies depending on
field of study. However, young people across Europe would
benefit from an opportunity to experience the workplace
before they graduate. This is alow-cost, low-risk way for
them to learn workplace skills, build links to employers,
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Exhibit 27

Efficacy and availability of careers support varies across Europe
% of respondents who said each service was offered and was helpful’

Information about wages and job prospects in different fields

Services offered
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Résumé preparation and review
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Usefulness of services offered

1 Below is a list of services that some programmes provide for students. Please indicate “yes” or “no” as to whether or not your  post-high school institution
had this service and whether or not you used it, and Below is the same list of services; this time, please indicate whether or not this service was
helpful to you.

Source: McKinsey survey Aug-Sept 2012, 2013

European trends vs. global trends

There were several areas of difference between answers from Europe compared with those in our global survey.
Most notable was the even greater difference in views among education providers, employers, and youth in

Europe regarding young people’s preparedness for work. Education providers were even more positive about their
students’ work readiness—74 percent vs. 72 percent found them ready for work—while young people and employers
were even more negative.

There were also differences along the E2E pathway:

Enrolling: In our global survey, we found a plethora of reasons for youth not enrolling, or dropping out, of post-secondary
education. Affordability, lack of capacity, not seeing the value in education, and lack of interest were all big issues to a varying
degree, depending on where you looked. However, in Europe, affordability is the overriding issue. The only outliers were
Sweden, where free education and ample support for cost of living mean affordability is trumped by lack of interest in further
education, and the United Kingdom, where rising tuition fees have led some young people to question the value of further
education.

Building skills: Employers were discontented with youth skill levels both in our global and EU research. In both surveys
employers rated Work Ethic, Teamwork and Local language proficiency as the three most important skills. However in the
European survey, employers reported a larger gap between the importance of these skills and youth’ competence in both
work ethic and teamwork. And across the range hard and soft skills they were asked about, employers gave a lower rating to
youth’s competence in the EU survey, than they did in the global survey.

Finding a job: Only 39 percent of young people in Europe were aware of career support services at their post-secondary
institution, compared with 50% in our global survey. This is perhaps surprising, given the existence of established universities
and also vocational training systems in some countries.
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_Exhibit 28
Work placements are not easy to find in several countries

Students in academic/vocational post-secondary education who completed

a work placement,! %
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1 Did you participate in an internship, apprenticeship, or co-op placement with an employer during your education? Note: data for
Italy not collected for this question. Source: McKinsey survey, Aug-Sept 2012, 2013

and to make a more informed choice about their future.
Governments and education providers should support
employers to provide these opportunities, but should also be

careful of providing incentives that encourage employers to ¢« I n Fr a n C e : m OI' e

take oninternsin place of graduates to entry-level positions.

Accessibility: One factor that can affect whether a young th an 8 5 p ercent Of

person can accept an internship is whether it is paid or not.

There are risks to young people associated with unpaid or p O St_ S e Cond ary
low-paid internships.

students reported
First, not everyone can afford to take unpaid work in order d k ° k
to build skills or experience. Indeed, there is arisk that, U. n e rt a 1 ng a. WO ]f'

by providing unpaid internships, companies exacerbate

socio-economic differences—by ensuring that the best work pl aC ement . l n the

experience opportunities go to young people from wealthier

backgrounds. Vocational students have a harder time finding Un ite d Ki ngdo m fewe r

paid work placements than academic students; thisis a

particularissue in Spain and Greece. th an h alf Of Student S

2
Second, unpaid internships present a risk to those looking t ake One )
for full-time entry-level jobs. Employers offering internships

may be tempted to use this form of cheap or unpaid labour as a
substitute for employing a young person full time on an entry-
level salary.

The proportion of internships that are unpaid varies by
country, from 48 percent in Greece to 76 percent in Sweden.
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_Exhibit29
~ Take up and remuneration of work placements differs by field of study

[ | Proportion of unpaid work placements [ | Proportion of youth who completed work placements

Students who undertook an internship, apprenticeship, or co-op placement and proportion of those

work placements that were unpaid,! %
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1 Did you participate in an internship, apprenticeship, or co-op placement with an employer during your education? and
What was your primary field of study? Note: data exclude Germany, Italy, and the United Kingdom, as this question was not asked of them.

Source: McKinsey survey, Aug—Sept 2013

_Exhibit30

The effect of internships varies between countries

Youth who had not entered employment within 6 months of leaving education having
or not having undertaken a work placement; %

Did not undertake Undertook work
work placement placement Difference

United
Kingdom

Italy

1 Did you participate in an internship, apprenticeship or co-op placement with an employer during your education? And
Following completion of your education programme, how long did it take to get a job after you started looking?
2. Sweden numbers not included as sample not representative of population.

Source: McKinsey survey, Aug—Sept 2012, 2013
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Meanwhile, the culture around internships also appears to
differ, depending on the type of employment and the course
of study that young people are coming from (Exhibit 29). In
seven fields of study, the proportion of unpaid internships
was 45 percent or above.'

Quality: In Germany the system of dual apprenticeships
ensures a consistent, long-term placement for vocational
trainees. In many companies, internships serve as a practical
testing ground for potential employees, who may be hired at
the end of their work placement.

Nonetheless, internships can also be ineffective. As discussed
above, they can be used by companies as arecurring

source of cheap labour, rather than leading to employment
opportunities. Sometimes they can be poorly designed and
fail to provide young people with challenging tasks that
prepare them for the workplace.

Completing a work placement or internship has a markedly
different effect on employability across the various countries
(Exhibit 30). In France, Portugal, and Greece a young person
who undertook a work placement was 15 to 35 percent less
likely to be unemployed six months after graduation than a
peer who did not.

However the effect of work placements on employability in
Germany and the UK was less marked; it even had a small

negative effect within the survey group. This could be due

to the design of the work placement or to the value that
employers place on it. For all that, it can be said that well-
designed internships appear to provide a significant boost to
ayoung person’s ability to compete for a job.

This chapter has highlighted the potholes along the E2E
pathway. Across Europe, costs, alack of information, and
problems with vocational education systems are holding
young people back from enrolling in post-secondary
education.

For those who do enrol, alack of communication between
employers and providers and little emphasis on student’s
future employability mean they are not being taught the skills
theyneed. When they come to look for a job, many young
people do so without the support or work experience that
they should have been able to take advantage of during their
studies.

Fixing these problems may seem a mammoth task. But many
places around the world have faced similar situations, and
have found ways to be successful (see sidebar “European
versus global trends). The next chapter shows how employers,
education providers, and governments can make the
education to employment journey a smoother ride for young
peoplein Europe.
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Country
sumimaries

This section gives a brief summary of the main strengths and challenges along the education to
employment journey for each of the eight countries included in this report.

The summaries for each country are structured along the three intersections on the pathway from education to
employment, where we believe it is essential that young people have access to support and information.

The country summaries highlight the major findings that emerged from the proprietary Education to Employment
surveys conducted by McKinsey & Company in each country, and additionally draw on publicly available third-party
data such as Eurostat and the OECD (see Bibliography for full list of sources); in particular on unemployment and
educational attainment across Europe.

We have not attempted, in these summaries, to recommend specific solutions for each country. Chapter 3 of this
report presents a range of solutions to the problems highlighted here, that employers, governments and education
providers in each country can think about to tackle the biggest challenges in their country.
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France

Youth unemploymentin France was running at 26 percentin 2013, higher than in the United Kingdom, Germany, or
Sweden, and the economy has barely grown since 2008.! Although there is an obvious need for brisker growth to
stimulate demand for young talent, there is also a structural skills issue at work: 28 percent of employers report alack of
skills as acommon reason vacancies remain unfilled. Youth unemployment has hovered around 20 percent for more than
ageneration.?

Many French youth struggle on the E2E pathway. In the segmentation outlined in Chapter 1, France has one of the lowest proportions
of “High-achievers” (8 percent), the most successful group. Conversely, it haslarge percentages in the least successful segments, the
“Strugglers” and “Non-believers” (a combined 58 percent); these consist of those who do not continue onto post-secondary education
because they do not want to or are not able to do so.

A.Enrollingineducation

Highlight 1: Information gaps are significant.

Only 20 percent of French youth say they have enough information on study options after secondary school, and only 16 percent
received enough on related job opportunities. With little information to go on, many feel that they make the wrong decision;
two-thirds say that, ifthey could do it again, they would not choose the same post-secondary path—the lowest satisfaction rate

of the countries surveyed. In the language of our segmentation, of those who have gone onto post-secondary education, France’s
largest cohort (16 percent) is the “Persisters”, those who have the will to succeed but lack the access, in this case in the form of useful
guidance.

Highlight 2: A significant minority appears to lack interestin training or education.

Notonly do French youths not have enough information, they also appeartolack inspiration. Almost a third of those who did not
enrolin post-secondary training said it was because they had lost interest, second only to Sweden. This could be areflection of the
relatively low numbers of youth who enrol on the course that they want; only 69 percent do so, the lowest of the countries surveyed.

Highlight 3: Educationis generally affordable, but costremains a factor for a significant minority.

Francehas the third-lowest percentage of students who do not enrol in post-secondary education because they do not believe they
can afford it (26 percent), below the survey average (30 percent). Thisis areflection of the low fees, generallyless than €200 ayear
for public university students (but sometimes as much as€2,000), and the relatively generous support that is available; 35 percent of
students receive a needs-based grant of up to€5,500 ayear.

Highlight 4: French youth have positive attitudes to vocational training.

The French system stands out for the opportunities it provides and the social attitudes around hands-on experience at post-
secondary level. Half of those who wanted to study a vocational track actually did so, higher than in much of Europe. About a quarter
of French students undertake a well-regarded two-year course. However, vocational training at secondary-level does not have the
same reputation and positive outcomes. Of those who undertake it, almost a quarter are still unemployed three years afterleaving
education, more than twice as many as those who graduated from a post-secondary vocational course.

B. Building skills

Highlight 5: Lack of skills is a serious business issue.

French employers cannot find the skills that they need. More than a third (35 percent) report that alack of skills causes significant
problems for their business; 28 percent cite this asa common reason for vacancies remaining unfilled. Asin other countries, French
employers report that young people have particular deficiencies in soft skills, particularly in their confidence and capabilities in
spoken communication and their work ethic.
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France
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Highlight6: There is acommunication problem.

Communication is vital to ensure that education providers are aligning the curriculum with employers’ needs, and to connect
studentsto the job market. However, only 37 percent of French employers say they communicate with education providers several
times a year, significantlyless than the survey average (50 percent).

Employers that work together on defining the skills and qualifications they require can have greater impact on embedding these into
the education young people receive. However, as with employer-provider communication, there islittle communication between
employersin France. Only 45 percent of employers communicate with other employers on the topic of skills, also well below the
survey average (55 percent).

C.Findingajob

Highlight 7: Work placements are widely available.

Not onlydo French youth view post-secondary vocational education highly, almost all of them (87 percent, more than any other
country) take partin a work placement. This does seem to make a positive difference. Those who complete a work placement are 36
percentlesslikely to be unemployed six months after graduating than those who do not. They are also almost three times as likely to
be employed in their field of study within six months. Nevertheless, problems remain: young people are often left to arrange work-
placements without support from education providers, so their opportunities may be limited by their social networks; in addition,
youth reported that 45 percent of academic and 49 percent of vocational internships were unpaid. Although these are both below the
survey average (55 percent), unpaid internships prohibit young people wholack financial support from gaining useful experience.

Highlight8: Career services are generally available and well rated.

France scoresrelatively well on the provision of post-secondary careers support: 60 percent said they had access to assistance with
résumé preparation and, of those, 78 percent found it helpful; more than half (53 percent) had access to application and interview
support, and 83 percent found that helpful. Such services can have a discernible effect on young peoples’ ability to find a job. Across
the European Union, assistance with résumé preparation decreased youth likelihood of being unemployed six months after
graduating by 15 percent, while application and interview support resulted in a 17 percent decrease.
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Germany

Germany has weathered the recession relatively well. Demand for labour is strong and youth unemployment (8 percent
in 2013) has actually decreased since 2008. On skills, Germany also appears to be doing well compared with other
countries. Only 26 percent of employers report thatlack of skills causes significant problems or is detrimental to their
business; this is the second-lowest figure of the countries surveyed. However, even though Germany does better than
most, there is stillroom forimprovement, particularly in terms of availability and effectiveness of information, as well as
in soft skills and the success of work-placements.

A.Enrollingin education

Highlight 1: Affordability is generally good, but remains a factor for a significant minority.

While post-secondary education in Germany islargely free of charge, just under a fifth (17 percent) of German youth who did
notenrolin post-secondary education said the main reason was that they could not afford the cost of living; 19 percent did not
enrol because they had no time to study as aresult of having to work. Although this is the second-lowest figure of all the countries
(behind Sweden), it still seems that a critical minority of one in five young people in Germany cannot fully develop their talents and
employability through post-secondary education.

Highlight 2: Information gaps are smaller than in most countries, but still too large to acceptin absolute terms.

Compared with other countries, Germany does well in terms of communicating with young people on their future careers; more
thanathird (36 percent) reported receiving sufficient information at high school about disciplines/fields of study priorto deciding
what to do, the highest of the countries surveyed. Nevertheless, 36 percent is not a high score in absolute terms; it still means that
almost two-thirds of students were not receiving the information they need to make good decisions. The choices that youth make also
suggest that this support is not equally available across the country. For example, 17 percent of youth in Mecklenburg-Vorpommern
donot finish high school, compared with 6 percent in Baden-Wiirttemberg.

B. Building skills

Highlight 3: Employers report alack of skills by job applicants, in particular softs skills around work ethic and
problem-solving ability are often insufficient.

Germany has the second-lowest number of employers, 26 percent, reporting that alack of skills causes problems for their business.
However, that figure is nothing to be complacent about; moreover, there appears to be a substantial gap in particular areas. German
employers see thelargest gaps in soft skills, in particularin work ethic and problem solving and analysis. This may reflect an
education and attainment gap: around 7 percent of youth leave secondary school without any formal qualifications; 12 percent do not
complete their apprenticeships; and up to 30 percent who start university do not graduate. 5

Highlight4: ‘The vocational system is well developed, but drop-out rates are high and it is not always possible to transfer
between post-secondary systems.

Ontheface of it, Germany has a well-developed vocational system, with the highest percentage of young people completing
vocational post-secondary education (277 percent). Employers are closely involved and vocational students receive training that
prepares them for the workforce: 89 percent find ajob within six months of graduation.

However, less than a third (32 percent) of those who undertake vocational post-secondary training would choose the same field of
study again. Onein five apprenticeships are terminated early, most often due to conflicts with trainers and other supervisors; half
ofthose affected do not start a new one. Identifying issues early and addressing these drop outs through focused support will help to
make the system even stronger.°

For students, one great advantage of the German system is that academic and vocational tracks (both at the secondarylevels and
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Germany
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above) operate side by side, so that moving from one to the otheris simple. For example, vocational upper-secondary students are
intheory able to pursue academic post-secondary education without an academic qualification if they have a successful vocational
qualification and some years of professional experience. This is not, however, consistent across all the states.

Highlight 5: While intensity of interaction is commendable, the informationis often ineffective.

Frequent communication is necessary to help ensure that education providers teach youth the skills they need. The good news is that
74 percent of German employers communicate several times a year or more with education providers on the topic of skills. However,
only 46 percent rate this communication as effective. Also, as in other European countries, there is alack of understanding between
employers and education providers of just how great the skills gap is. More than four out of five providers (83 percent) considered
their graduates adequately prepared for the workforce—only 43 percent of employers agreed.

C.Findingajob

Highlight 6: Work placements are common but don’t seem to boost employability.

In Germany, 89 percent of academic students and 76 percent of vocational ones reported undertaking work placements, the highest
figure after France. The difference, however, is that work placements in France are much more successful in helping French students
to find work; in Germany, those who completed an internship were no more likely to be employed in their field of study six months
after completion than those who had not.

This s, to some extent, areflection of the job market; because so many Germans do manage to move into employment those left
behind are the hardest to help. However, it does signal that work placements are not working as well as they could on both a relevant
skill and relationship-building dimension.

Highlight 7: Smaller businesses face bigger recruitment difficulties.

Only 11 percent of small businesses (fewer than 50 employees) surveyed said they found it easy to recruit new hires, last by alarge
margin of the countries surveyed. Only 26 percent believed there were enough graduates from relevant education programmes to
meet their needs, still leaving them with the challenge of actually attracting them. Medium-size enterprises (50 to 249 employees) do
not fare very well either. Almost a third (31 percent) said that alack of skills causes significant problems for their business, 50 percent
morethanlarge employers. Considering that SMEs employ sixin ten Germans and train 73 percent of apprentices, opportunities to
employyoung people will be missed if this mismatch isnotaddressed.”
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Greece

The Greek youth unemployment rate was 57 percentin 2013, the highest of all the countries surveyed. However, lack
of demandi s only part of the reason; lack of supply, in the form of relevant skills, is also a serious problem. One-third of
employersin Greece, the most of any country surveyed, said they could notfill vacancies because they couldn’t find
candidates with the right skills. With a job vacancy rate of less than 1 percent, it is all the more startling that employers
cannotfind the young people they need.

A.Enrollingin education

Highlight 1: Affordability is animportantissue.

Forty-two percent of young people who do not enrol in post-secondary education say that they cannot afford to do so. Although
tuition is free, there are few grants orloans to cover living costs. Only around 1 percent of students receive a grant of up to €1,500
ayear.® Not only does this prevent students from studying, it limits their ability to relocate to study the courses they want to, at the
institutions that are the best at the chosen discipline—68 percent of Greek students live at home during university, much higher than
the survey average (38 percent).?

Arelated issueisthat, in the past, universities have allowed students to remain on the university registry and repeat courses
indefinitely; many students end up repeating years and, accordingly, it often takes Greek students longer to graduate. In 2004, for
example, 35 percent of Greek youth were enrolled in an undergraduate university course, but only half (18 percent) had completed it
threeyearslater. ' Recently, the Ministry of Education has passed alaw limiting the number of years students can remain in study.
However, those currently registered still have six years to complete their education, which raises costs for both the government and
for students.

Highlight 2: Information gaps are significant.

Students need to know the full range of options open to them: what trade-offs are likely; what their earning prospects will be; how
competitiveitistosecure ajob; and what skills are required. Butin Greece, thereis a glaringlack of careers guidance. Only 18 percent
of secondary-school youth reported receiving sufficient information on fields of post-secondary study and only 13 percent said the
same of job opportunities—the lowest performer of the countries surveyed. Instead, young Greeks tend to turn to their families for
advice, but reliance on family for this kind of information means that it’s even harder for young people to break out of their given
social circles: they can only know as much as their families do.

Thislack of guidance shows in the decisions that Greek youths are making. Although the number of people employed in the
construction industry has dropped by more than half since 2005, for example, the number of architecture graduates in the same
period increased by half. That is a sign that education providers are not providing effective direction and guidance relative to the job
market.

Highlight 3: There is considerable social bias against vocational training.

Young people are not only limited by their knowledge but also by their attitudes. There is a strong social bias against post-secondary
vocational training, which is often seen as alast resort for academic failures. Only 28 percent of youth believe that vocational training
ismore valued by society, and only 42 percent of youth who wanted to pursue it did so, compared with 78 percent of those who wanted
to pursue an academic education. At the same time, almost three-quarters (72 percent) believed that vocational education is more
helpful for getting a job.

B. Building skills

Highlight 4: Lack of skills and poor work ethic are serious businessissues.
Clearly, too manyyoung people are leaving the education system without skills to equip them for work. Fewer than a quarter of Greek
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employers report that graduates are prepared for entry-level jobs and almost half (45 percent) report that alack of skills is causing
significant problems for their business. There is a sizable gap (18 percentage points) between the skills Greek employers are looking
forin employees and their perception of potential job candidates. This gap is largest for problem solving and analysis, and for work
ethic.

Highlight 5: Employers and providers have very different perceptions.

Education providers and employers are notjust operating in separate spheres, but “on different planets”. While 79 percent of
education providersin Greece believe their graduates are prepared for an entry-level position, only 23 percent of employers agree,
thelargest discrepancy among the surveyed countries.

This breakdown is a symptom of the lack of communication between local employers and providers. Fewer than half of employers
communicate several times a year or more frequently with education providers on recruitment or skills provision. Greece also has no
sector skills councils or similar bodies to provide a way for them to connect in a structured way.

C.Findingajob

Highlight 6: Careers services are limited but effective.

Greekyouth reporthavinglimited access to post-secondary careers services; only 38 percent report they can get help with résumé
preparation and 34 percent with application and interview support. However, the support they can get appears to be of good quality:
72 percent found résumé preparation useful, and 66 said the same of help with application and interview. In the European Union,
such services noticeably improved the likelihood of finding work six months after graduation.

Highlight 7: Internships are particularly useful.

Only 67 percent of academic students and 58 percent of vocational ones in post-secondary education undertake an internship.
However, in Greece thelikelihood of a young person being employed in a job relevant to their field of study after six months is 60
percent higher ifthey have taken an internship. Theirlikelihood of being unemployed after the same time period is 15 percent lower.
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Italy

Youth unemploymentin Italy has doubled since 2007, reaching 40 percentin 2013. However, this figure is only partially
due to the economic crisis—the problems run much deeper. ltaly’s employers report the biggestissues of all countries
with respect to employability of job entrants; almost half (47 percent) report that their businesses are being hurt by their
inability to find the right workers.

The overriding theme in Italyis that communication and information needs to improve, to allow youth to make good decisions and to
encourage education providers to teach the skills that employers require.

A.Enrollingin education

Highlight 1: Information gaps are significant.

Only 26 percent of Italian secondary-school students say they receive sufficient information on post-secondary fields of study; only
19 percent say they receive sufficient information on career opportunities related to fields of study. This has consequences: Italy
hasthelowest number of students who studied vocational subjects (34 percent) and only 45 percent of those who studied academic
subjects would with hindsight have followed the same field of study. Few consider future prospects when it comes to selecting what to
study; of alist of 13 possible factors that young people would consider when choosing their post-secondary option, the number of jobs
available ranks fifth.

Highlight 2: Affordability is animportantissue.

Although university tuition is heavily subsidised (costing on average less than €1,500 ayear), almost fourin ten (39 percent) of young
people who donot enrol in post-secondary education do not do so because they cannot afford the cost. The great majority of young
people (78 percent) report a heavyreliance on their families to fund related living costs. This creates a knock-on effect. If family
members lose their jobs—and the national unemployment rate is above 12 percent—students will not be able to turn to them for
support.

B. Building skills

Highlight 3: Lack of skills is a serious business issue.

Given that Italian young people do not have the information to make strategic decisions about how to prepare themselves for work,
itisunsurprising that almost half (47 percent) of Ttalian employers say that alack of skills causes significant problems for their
business. Thisis the highest figure among the countries surveyed. Italian employers are also the second-most negative in their
assessment of what skills are important and to what degree youth have these skills. The greatest gap employers reported isin hands-
onexperience.

Highlight 4: Employers and providers have very different perceptions.

Seventy-two percent of education providers in Italy think that youths have the skills they need when they finish school; only 42
percent of employers agree. The perception gap reflects a basiclack of communication between employers and providers. Only
41 percent of employers said they communicate regularly with education providers and, of them, only 21 percent considered this
communication effective.

C.Findingajob

Highlight5: Careers services are limited but somewhat effective.

Only 31 percent of Italian youth report access to résumé preparation, application, and interview support; only 34 percent have access
toinformation on wages and job prospectsin different fields. Of those who did have access, alittle more than half (56 to 59 percent)
found such services helpful.
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Highlight 6: Internships are limited and ineffective.

Fewer than half (46 percent) of Italian youth completed a work-placement, well below the survey average (61 percent). And these
internships did not prove all that useful; thereis only a 6 percent decrease in the likelihood of a young person being unemployed six
months afterleaving education if they have undertaken one; compared with a 36 percent decrease in France. Our conclusion is that

internshipsin Italy are not providing young people with the skills they need most.

Highlight 7: Young people rely to alarge degree on personal networks to find work.

The communication gap is notjust between employers and education providers, but also between employers and youth. Young
peoplerelyheavily on their personal networks to find jobs. Education providers generally do not prepare and support young people in

thejob search, and coordination with employersisrare.
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Portugal

Portugal has suffered greatly during the recession, with the overall employmentrate dropping by almost 8 percentage
points and youth unemploymentrising to 37 percent. Beyond the general economic conditions, problems with its
education-to-employment system are not helping: only 47 percent of young people believe that their post-secondary
studies improved their employment prospects. As an example, employers are not finding the skills they need: 30 percent
reportnotfilling vacancies because they could not find a candidate with the right skills. Things are obviously broken
along Portugal’s E2E pathway.

Enrollingin education

Highlight 1: Affordability is animportantissue.

Even though tuition is heavily subsidised (fees are less than €1,000 ayear), there islittle provision to assist with living costs. Almost a
third (31 percent) of Portugal’s young people reported having no time to study because they had to work, the highest figure among the
surveyed countries. Portugal also had one of the highest percentages (38 percent) of youth who wanted to take further education but
weren'tableto afford it. Another cost factor may be that 45 percent of youth have to move away from their hometown to continue their
studies.

Highlight 2: Information gaps are significant.

The vast majority of students (86 percent) did not agree they received sufficient information on job opportunities before leaving
secondary school; almost as many (78 percent) say the same about post-secondary disciplines or fields of study. It is safe to assume
that they are not well informed on howto manage the costs of studying or the support available to them, which further accentuates
the costissues.

The social stigma against vocational education is not helping either. Only 44 percent of students who would prefer to pursue
vocational education do so, despite 85 percent believing that vocational education is most helpful to find a job.

Building skills

Highlight 3: Lack of skills is a serious business issue.

Employers report that they are facing a skills shortage in two respects. First, only 46 percent believe there are enough graduates from
therelevant education/training programmes. Second, not only are youth studying the wrong things, they are not being taught the
skillsthey need in the process. Three in ten Portuguese employers report not filling vacancies because they can’t find candidates with
theright skills. Thisis a particularly critical issue for small businesses. When we looked at how employers gauge the importance of
particularskills, we found Portugal has the largest skills gap in both problem-solving and English proficiency. In addition, employer
dissatisfaction with the level of hands-on experience of Portuguese youth was second only to Italy.

Students share employers’ dissatisfaction. Less than half (47 percent) think their post-secondary education improved their
employment opportunities. Although thisis slightly better than the survey average, it is still alow number. The disparity in
unemployment levels between university students is another sign that many students are not learning the skills that will equip
them for the workforce. As an example, university graduate employment rates vary from close to 100 percent in medicine and top
engineering and economics courses to below 50 percent in some social services and education courses, with significant regional
variations (for example, there is higher unemployment in the interior).

Also 40 percent of young people who are working are in an interim job that they see as a stopgap until they find more suitable
employment:
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Highlight 5: Portuguese employers have the least communication with education providers.

Few Portuguese employers communicate several times a year with providers (33 percent), markedly fewer than survey leaders, such
asthe United Kingdom (78 percent) or Germany (74 percent). One result is that employers and providers have completely different
views on how prepared young people are for work: 80 percent of providers believe that young people are adequately prepared for
entry-level positions but only 33 percent of employers agree.

Findingajob

Highlight 6: Information gaps are significant.

Only 24 percent of young people surveyed report they had received information on post-secondaryjob prospects and wages. This is
thelowest figure among the countries surveyed, even though Portuguese young people are second only to the French in considering
theinformation they do receive to be useful.

Doneright, careers services can have substantial impact. Data from all countries shows that providing application and interview
supportleadsto a 17 percent reduction in unemployment six months after graduation, while a positive impact of up to 20 percent can
be achieved when young people visit companies, or through résumé and interview assistance.

Highlight 7: Work placements are effective but limited for academic students.

Work placements appearto work in Portugal; taking a work placement leads to a 21 percent decrease in the likelihood of being
unemployed six months after graduating, a result second only to France. Opportunities are common on the vocational track: 88
percent of students take some form of work placement, but much less so for the academic one (68 percent).
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Spain

Lack of demandis clearly a majorfactor in Spain’s high youth unemployment rate (57 percentin 2013). Butitis not the only
one, and Spain cannotrely solely on economic growth to getits young people into stable and satisfying work; thereis
significantroom forimprovementinits E2E system.

A.Enrollingineducation

Highlight 1: A critical percentage cannot afford post-secondary education.

Almost onein three young people (29 percent) report being unable to obtain post-secondary qualifications because of cost. That is
fewer thanin Greece (42 percent) or Italy (39 percent), but s still much too high. Separately, 27 percent of students say that they don’t
have time to study because they have to work.

Young people are also distanced from post-secondary education by alack of information. Only 23 percent said they had received
enough information on post-secondary fields of study; even fewer received information on job opportunities (18 percent). These
figures are well below average.

Highlight2: There is considerable social bias against vocational training.

Many young people say they would like to follow the vocational path, yet only 40 percent of those who want to follow this track do so
(compared to 86 percent of those who prefer an academic track). One reason is that vocational training is regarded as a lesser option;
only 28 percent of Spanish youth believe that society values vocational training more than academic.

Incredibly, 77 percent of students at university believe that vocational education is more helpful than a college degree when it comes
tofinding ajob. Students also express a desire to go into professions where technical vocational training is valued; more of them say
theyare attracted to professionslike web developer or graphic designer (67 percent and 62 percent respectively) than tobecome
lawyers or doctors (47 percent and 42 percent). In short, social stigma means that vocational education is not as strong as it could
be. Inthisregard, itis encouraging that Spain started creating a dual apprenticeship programme in November 2012 toincrease the
amount of vocational training on offer to young people.

B. Building skills

Highlight 3: Lack of skills is a serious business issue.

In many professions there appears to be a misalignment between labour supply and demand. This misalignment maybe a
consequence, in part, of thelarge and sudden shift in Spain’s economic profile since the financial crisis. For example, the number
of people employed in construction has dropped 62 percent since 2005, but the number of students graduating in architecture and
building increased 174 percent over the same period.'

Education providers, it is fair to say, have been slow to adapt to post-crisis economic realities. This is not helped by the structure in
which they operate. In partbecause of Spain’s highly regionalised (and fiercely defended) education system, providers have little
incentive to coordinate their offerings nationally.

Young people are also not learning the general skills that employers need. There are large gaps between the number of employers
rating certain skills asimportant compared with the number who rate youth as being competent, particularly in problem solving (a
gap of 22 percent) and English proficiency (23 percent). A third of employers report that alack of skills is causing significant problems
for theirbusinesses.

Business, however, must also bear some of the blame. There is evidence that employers fail to communicate effectively with
providers: only half of employers surveyed communicate with education providers on the topic of skills several times a year or more;
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ofthosethat do, only 52 percent consider this communication effective. Improved communication would help providers to better
understand how to create courses that match the job market.

C.Findingajob

Highlight 4: The smaller the business, the bigger the problem.

SMEsarestruggling. Only 31 percent report they find it easy to identify and recruit high-quality hires to entry-level positions,
compared with 38 percent of large companies. However, it is the smallest (micro) companies who are not only having the most
problems, but whose struggle has a substantial impact on young people.

In Spain, small firms cannot or will not dedicate resources to training young people, shutting offan important element of the
economy. Very small businesses (fewer than ten employees) represent more than 20 percent of Spanish employmentin 2011,
but 70 percent of them prefer to hire experienced employees (compared with 31 percent of larger businesses).'3 With an overall
unemployment rate of 27 percent, they have a big enough pool to recruit from not to have to engage with young people.

Highlight 5: Post-secondary students are getting too little career support.

Only 27 percent of students said their education providers offered them information on job prospects and wages; only 36 percent had
help with services such as résumé preparation. This matters because our research found that these services have a substantial impact
on how quickly students find work. For example, providing information on job prospects and wages reduces the unemployment rate
sixmonths after graduation by 4 percent, and supporting with résumé preparation and reviewyields a 15 percent reduction.

Highlight6: There are notenough work placements.
Although work placements are associated with significantly lower unemployment, only alittle more than half (54 percent) of
academic students, and 66 percent of vocational ones, took internships during their education.
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Sweden

As inmost of the eurozone, youth unemploymentin Sweden has been stubbornly high for years. Exceptfor abriefdipin
2007, ithas stuck atmore than 20 percent since 2005, peaking at 28 percentin 2009. On the other hand, only 8 percent of
young people in Sweden are notin education, employment or training (NEET), a very low figure.

There are two main reasons for this. The first is that vocational education in Sweden follows a school-based rather than a workplace-
based apprenticeship model. Young people on workplace-based models, such as that found in Germany, are generally counted as
employed, pushing the unemployment rate down. Secondly, students on academic courses in Sweden frequently search for work in
the summer (or as extra work during the semesters), leading many to be counted as unemployed, even though they are studying for a
full-time degree.

Nevertheless, Sweden still struggles with E2E challenges familiar to countries elsewhere in Europe. In particular, access to
information about careersis poor for many young people, both at school and in tertiary education. And for those who want to pursue
anon-academic path to employment, the path to followis not clear.

A.Enrollingineducation

Highlight 1: Informationis abig gap.

Sweden had the lowest percentage of young people reporting that they were well informed when making decisions on what to do after
secondary school. Only 24 percent said they received sufficient information about different fields of study at secondary school, and
only 14 percent of Swedish youth knew enough about job opportunities. That percentage is lower than all other countries surveyed
except Greece, even though every high school in Sweden is mandated to have a guidance counsellor.

The problem of poor information continues into post-secondary education. Only 42 percent of youth reported that they had access to
careers services and fewer than half of those (42 percent) found the services to be helpful. That was significantly below the European
average (61 percent).

Highlight2: There are significant barriers to pursuing vocational education.

There appears to be unfulfilled demand from young people in Sweden for opportunities leading to a vocational profession. Only 36
percent (the lowest proportion in Europe) of those who wanted to follow a vocational path did so, compared with 88 percent of young
people who wanted to follow an academic path.

Onedriver may be social bias: Swedish youth reported the strongest social bias against vocational education of any country
surveyed. Only 17 percent believed that vocational education is more valued by society than academic education, even though 70
percent considered vocational training more helpful in getting ajob.

Despite social bias, there is demand from employers for more graduates of technical or vocational education. For example, at current
rates, Sweden expects a shortage of 50,000 technical college and engineering graduates, and a 38,000 shortfallin those with a
manufacturing education by 2030. Some of these shortages could be filled through more students following a vocational training
pathway. *4

Highlight 3: There is a problem of motivation.

Fewer young people in Sweden see cost as abarrier to post-secondary education than elsewhere—16 percent compared with an
average of 30 percent across Europe. This reflects Sweden’s generosity: tuition is free and, because of substantial grants and loans,
living costs are not crippling either. That’s the good news. The bad news is that Swedish youth were the most likely (41 percent) to
spurn post-secondary education due tolack of interest, the highest of the countries surveyed.
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Ofall the countries surveyed, Sweden has the highest proportion of young people in the “Meanderer” segment—those who have
support butlimited desire toimprove their employability. This may be a reflection of lack of suitable information, the difficulty of
pursuing avocational track, and many of the courses available to young people not providing a clear path to employment.

B. Building skills

Highlight4: Lack of skills is a serious business issue.

Onein five (21 percent) Swedish employersreported that alack of skills is acommon reason for entry-level vacancies, and 31 percent
that alack of skills caused significant problems. However, the problems are not consistent across all types of skills. Young people
largely met employers’ needs in maths, knowledge of their discipline, and English proficiency. But the number of employers who
rated youth’s competence in a skill as highly as the importance of the skill was wider in soft skills, such as work ethic (19 percentage-
point gap) and ability to work in teams (18 points).

Thetrend in the PISA (Programme for International Student Assessment) rankings for Sweden suggests skills will become more of
anissue for the next generation entering post-secondary education. In 2013, Sweden’s maths, reading, and science scores dropped
by 16, 15, and 10 points respectively, leaving it performing worse than the OECD average in all topics.’s Declining attainment at
secondary level combined with substantial lack of interest in continuing beyond upper secondary school, means fewer young people
attain their potential.

Highlight 5: There is a problem in communication.

Only 40 percent of employers in Sweden report communicating with providers a few times per year or more, fewer than in any other
country surveyed except for France or Portugal. And even where employers and providers did interact, only one in five employers
found the interactions effective—fewer than anywhere else except Italy. It is no surprise, then, that the perceptions of employers and
providers are seriously misaligned: whilst 74 percent of providers responded that their graduates were adequately prepared for the
workforce, only 33 percent of employers agreed.
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C.Findingajob

Highlight 6: Many youth doubt the value of their education.

Barely half (51 percent) of Swedish youth believed that their post-secondary education improved their employment chances,
better than average but hardly encouraging. While 57 percent of university graduates and 61 percent of those who had undertaken
vocational training considered their education useful, only 31 percent of those who had not finished college or held an associate’s
degree agreed.

United Kingdom

Inlate 2013, there were 940,000 unemployed 16 to 24-year olds in the United Kingdom, putting the United Kingdom’s
youth unemploymentrate at21 percent.'® Aimost one in three (29 percent) of those unemployed had been without work
for more than ayear, and young men were conspicuously more likely to be jobless (23 percent) than women (18 percent).

Relative to the other countries surveyed, United Kingdom employers are generally satisfied with the skills they see available from
potential hires. The university system is strong and young people have access to good sources of career information.

Even so, the United Kingdom could do more to turn this potential into higher achievement. First, too few young people are persuaded
ofthe value of technical and vocational qualifications. Second, most young people graduate without completing a work placement.
Third, many young people are disappointed with their employment opportunities after completing post-secondary education.

A.Enrollingin education

Highlight 1: There is animbalance in course enrolment between academic and vocational courses

Only 12 percent of United Kingdom young people gain a post-secondary vocational qualification; in contrast, more than four times
thisnumber go to university. However, more than a quarter (27 percent) of young people with an academic degree reported being
unemployed six months after leaving education, compared with only 21 percent of those with vocational training. The United
Kingdom is the only country surveyed where recent graduates of vocational courses are more likely to be employed than academic
graduates. This indicates that the United Kingdom is not necessarily achieving the balance between young people with each type of
qualification that employers are seeking.

Part ofthe problem is the stigma attached to vocational education. Two-thirds of young people said that society values academic
education more than vocational training. Perhaps because of this perceived stigma, only a bare majority (53 percent) of those who
said they would prefer vocational education

B. Building skills

Highlight 2: United Kingdom employers are positive about skills levels, compared with others in Europe, but a shortage
of STEM skills remains a problem Compared with the other countries surveyed, the United Kingdom does well on skills. This, at
least, is the view of business. Fewer than one in five employers (18 percent) said that lack of skills caused them problems, the fewest of
any countryin the survey, and well below the survey average of 33 percent.

The strength of the United Kingdom university system may be a part of this. According to the annual QS survey, the United Kingdom
has 19 of the world’s top 100 universities, almost as many as the rest of Europe combined (22).7 The university system also serves a
large number of secondary-school leavers (51 percent). Nevertheless, the United Kingdom faces a skills crunch in areas related to
science, technology, engineering, and maths (STEM). Projections suggest the United Kingdom needs 40,000 more STEM graduates
eachyearinthe next decade—an increase of almost 50 percent—to meet demand.*®
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C.Findingajob

Highlight 3: There is a gap between ambitions and outcomes.

In our segmentation of young people (Chapter 1), the United Kingdom had relatively high proportions of two segments, the
‘Dreamers’ and the ‘Persisters’. These segments are comprised of young people who had access to post-secondary education and had
astrong desire tosucceed, but did not receive much support in terms of information about possible jobs and what to study, and were
dissatisfied with the quality of their education.

Part of the problem for young people may be in knowing what they want. Many United Kingdom youth seem less motivated toward
specific professions compared with other countries. When asked whether they were attracted to working in a selection of 22
professions, ranging from high to low-skilled, United Kingdom youth ranked in the bottom three countries (of the eight surveyed) in
19 of them.

Highlight4: Access to careerinformation is improving, but work placements opportunities remain limited.

Only in the United Kingdom did over 50% of young people report access to career support services at their post-secondary
institution. Graduate employment rates are published, so prospective students can make decisions based on which institution will
help them find ajob. In addition, a National Careers Service launched in 2012 brings together careers information for young people
and adultsin asingle website.

Practical experience s less easy to come by. Compared with the other survey countries, the United Kingdom reported the lowest
number of young people undertaking work placements (45 percent of vocational students and 33 percent of academic ones,
compared with a combined average of 61 percent). There is no work placement requirement in most academic courses and there
islittle financial support available for unpaid placements.

Invocational education though, the situation is gradually improving. The number of young people completing apprenticeshipsin the
United Kingdom has risen. Between 2009 and 2012 there was an increase from 280,000 to 521,000 apprenticeship starts. However,
younger people are seeing only part of the benefit: three quarters of the increase was attributable to apprentices aged 25 and over.*
Meanwhile, the work-based element of the apprenticeship also varies widely depending on the programme framework.
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Tolstoy famously opened Anna Karenina by noting that “each unhappy family is unhappy in its own way.”
The same is true of countries that are trying to cope with unhappily high levels of unemployment: the
extent of joblessness varies widely; so do the underlying causes.

What can be said, however, is that there are common problems—and common principles can help to address them.
Intheresearch for our 2012 global report, Education to Employment: Designing a System that Works, we looked
athow more than 100 programmes in 25 countries approached the three critical intersections of the education-to-
employment journey (enrolling in post-secondary education; building skills; and finding a job).

Oneimportant conclusion of this research was that the best E2E systems work because they can count on the
strong involvement of governments, educational institutions, industry associations, individual companies,
nongovernmental organisations, students, and parents. Another was that comparatively few meet this standard.
Inthis section, therefore, we look at how to get more stakeholders more involved.

Part|, considers how to improve the affordability of higher education and better prepare students for the choices
they must make.

In PartIl, welook at how the stakeholders should understand their place in the E2E journey. We start by discussing
ways to improve the information available to young people, how they obtain it, and how to encourage them actually
touse that information. Then we consider what education providers can do if they shift their focus towards ensuring
their students find employment as the most important outcome, and how employers can get involved in helping
young people to prepare for employment earlier in their education.

In Part lll, we provide ideas on how to create education-to-employment systems that work on a national level. We
examine the importance of “system integrators” that track the E2E journey, provide information, and form labour-
market strategy. We look at how collaborations between employers and providers can be set up at a national level,
making it easier to organise and scale partnerships. And we look at how technology can provide skill-building
solutions accessible to a wider range of employers, education providers, and young people—not just the lucky few.
Finally, we suggest how the European Union can develop common strategies to identify and then replicate success.
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“We have identified four ways to
make education more atfordable: 1)
instructional models that allow shorter
and more flexible course options; 2)
delivery methods that enable students
to learn from home and at convenient
times; 3) alternative financing options;
and 4) employer-payment solutions.”

3.1. Part l: Improving affordability

Most European countries offer subsidised tuition for higher
education and they are generally successful in this; only 19
percent of the young people surveyed said they could not
afford tuition. Nevertheless, almost a third (30 percent) still
said affordability was an important factor in not enrolling; in
Greece, Italy, and Portugal, the figure is closer to 40 percent.
The burden has to do with paying for living costs, and forgoing
possibleincome.

We have identified four ways to make education more
affordable: 1) instructional models that allow shorter and
more flexible course options; 2) delivery methods that enable
students tolearn from home and at convenient times; 3)
alternative financing options; and 4) employer-payment
solutions.

1. Instructional models: If students can take courses that
provide essential skills at less cost while getting them into
the job market faster, more would be able to take up training.
That is the thinking behind many of the courses provided by
TAFE (Technical and Further Education), the government-
established vocational provider that serves about 1.6 million
Australians ayear. TAFE offers numerous short-duration
courses that enable students to accumulate qualifications bit
by bit and eventuallylead to higher qualifications.!

Modular courses like those developed by TAFE or AMTEC
(Automotive Manufacturing Training and Education
Collective—see Part III) help students to custom-design

theirlearning. They can combine, sequence, and time their
learning in the way that makes the most sense for their
circumstances and personal goals: for example, they may
choose to take two modules to enable them to find immediate
employment, then return a year later to take additional ones
to upgrade their skills or complete a degree. One significant
advantage of this approach is that trainees can work as they
study—ifthey need or want to—or between periods of study.
This is more difficult in conventional courses, which tend
tohave more rigid requirements. Another advantage is that
modular courses show employers the specific skills acquired.
Finally, itis easier to adapt modular courses to changes in
demand; modules that are no longer relevant are simply
dropped and new ones can be readily designed to suit the
needs of specificemployers. All in all, modular courses reduce
the burden of investment and improve the attractiveness for
young people to invest in education.

2. Delivery models: Lowering costin a way that makes
education more broadly affordable may require more
disruptive models, such as distance learning. This is not
abrand newidea—there have been distance-learning
experiments since the 1970s. The UK’s Open University
beganits first courses, via television, in 1971. FernUniversitét
in Hagen, Germany opened in 1975, as a public distance-
teaching university where students and professors sent
assignments back and forth via the postal system.?
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The FernUniversitat now has 88,000 students and has
continued to innovate, developing both an online and a
physical presence. Today, it has an extensive programme with
lectures, support, libraries, and research; all administrative
tasks, such as registration and exams, are available online.
Ithas 38 study centres across Germany and neighbouring
countries (including Austria, Russia, and Hungary).
FernUniversitit charges a credit-hour-based fee, which offers
the student a more flexible pay-per-use scheme.?

More recently, the advent of streaming technologies has
boosted interest and experimentation in online learning,
such as Massive Open Online Courses (known as MOOCsS).
MOOCs can be accessed from anywhere with an Internet
connection, and some have racked up enormous numbers

of students. Prestigious institutions and universities are
getting in on the action: MIT and Harvard are developing
edX; its first course—on circuits and electronics—in March
2012 attracted almost 155,000 students in 194 countries.
While MOOCs clearly enhance access, the juryis still out on
whether they effectively support student learning, let alone
whether they enable students to find better job opportunities.
Itis very much an open question whether students who take
MOOCs have the same commitment as those enrolled in more
traditional forms of learning. For example, only 5 percent of
those who signed up for the 14-week edX course finished it—a
rate thatis typical.4 The University of Pennsylvania recently
analysed the results of 16 MOOC courses with one million
students; it found a completion rate of just 4 percent, with
participation dropping sharply after a week or two. One of
the earliest MOOC providers, Advance Learning Interactive
Systems Online (ALISON) has registered 2.5 million learners
since 2007, and a 12 percent graduation rate. That is very low
compared with conventional classroom courses (68 percent
inthe OECD).5

This kind of comparison may be the wrong way to look at
MOOCs. One of their important characteristics, in fact, is that
students can readily drop one and add another as they refine
theirlearning and career journey.

A survey published by Qualtrics and Instructure Partner
in July 2013 found that 29 percent of the students who
dropped out of MOOCs said the main reason was the
learning experience didn’t match their expectations, the
same percentage as those who said they were too busy to
finish. If students are treating enrolling in a MOOC as they
do attending an open day, lower completion rates are to be
expected.

Itis simply too soon to say how MOOCs can best be deployed
for the widest population. The early evidence suggests that
itisthose with the greatest ambition and keenest desire to
learn—such as the High-achiever and Persister segments (see
Chapter 1)—who are likely to benefit most from the MOOC
model’s facility to provide the skills they need at low-cost.
Members of the other segments, who struggle more with
motivation and direction, will need support to use MOOCs
well, either in the form of opportunities to work face-to-face
with peers or tutors offline, or by combining MOOC learning
with attendance at alocal study centre, along the lines of the
FernUniversitat model.

One way to help people who need a closer link to their
educational establishment is to combine face-to-face and
distance learning via Small Private Online Courses (SPOCs).
These are restricted-access online courses with associated
collaboration tools, such as discussion boards. For example,
HarvardXs first SPOC, alaw school course on copyright,
debuted in January 2013 with 4,100 applicants worldwide
being screened to form the 500-student online class.®

3. More and better financing options: Besides reducing
costs for students via flexible and online courses, students
may also be supported with structured low-interest and
long-term financing. This does not by itself reduce the cost of
tuition, but it does lighten the one-shot burden that students
and their families incur to fund post-secondary education,
along with the associated living costs.

Strengthened state-financing may involve government-
supported loans as is the case in Sweden and the UK. For
almost a century, Sweden’s student-aid authority—Centrala
Studiestodnamillionden (CSN)—has offered study grants
and long-term loans to cover tuition and living costs; in 2013,
it supported more than 900,000 students from certified
universities. Students are granted funds upon enrolment and
continue to receive these if they successfully continue their
courses; the level of support makes it economically feasible to
complete further education. The CSN also has a “study now,
pay later” programme that offers low-interest student loans
that may be repaid over a period of up to 25 years. On the

one hand, this system ensures that socioeconomic position

is not a major barrier to access to university in Sweden: the
country has fewer students citing ability to pay as a factor

and arelatively large percentage in the ‘High-achiever’
segment. On the other hand, the ‘Meanderer’ group is also
over-represented, suggesting that some young people get
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through post-secondary education without fully appreciating
the value of the opportunity itis giving them. In 2012, only

13 percent of those with repayment plans were granted
(temporary) payment reductions during the year because of
lowincome or other repayment difficulties.”

In the UK, the non-profit Student Loans Company (SLC)
hasrunaloan programme since 1989. The SLCis owned by
the government’s Department for Business and Skills, and
regional governments in Scotland, Wales and Northern
Ireland. Its remitis to pay loans and grants to students,

and tuition fees to universities, and to subsequently collect
repayment. Maintenance loans are available to all students
attending a UK university, covering tuition fees and living
costs, and are applied for at the start of a college or university
course. Theloans are offered at abelow-market interest rate,
with up to 30 years to repay, and with payments only required
once the borrower is earning above a minimum threshold.

According to an SLCreport from June 2013, close to two-
thirds of graduates from 2000 to 2011, with one tax year
processed, are either paying or in a position to do so.® About
threein 10 (29 percent) are not currently required to repay
because of low income or unemployment.

Another option is to have students repay loans and/or fees
with voluntary faculty work. Pratham, India’s Institute

for Literacy Education, provides skills training to young
people who then volunteer to tutor and mentor primary
school students. Since April 2011, 60,000 young people in

17 Indian states have been trained in digital-literacy skills
with the support of volunatary faculty; thisis being expanded
toinclude foundational employment attributes, such as
business language, English, and social skills. This model
could be replicated in Europe.

Financing programmes can help improve access to education
while limiting the costs to taxpayers. However, thereis a
balance to be struck between guaranteeing young people
have enough financial security to allow them to concentrate
on learning and building skills, and ensuring that they fully
evaluate and appreciate the opportunities offered to them by
post-secondary education.

Oneidea currently being considered in the United Statesis
to tie student loans to university ratings: this, among several
metrics, ensures that students are financed for courses that
lead them to employment. “We need to rate colleges on who’s

offering the best value so students and taxpayers can geta
bigger bang for their buck,” President Obama said in August
2013.9 If this idea comes to fruition, the United States will
have a university rating system in place by 2015 and adjust
financial aid to provide more support for universities with
better rankings. Even though the system is not defined yet,
the debate and outcomes are surely worth watching.

4. Employer-payment solutions: Another way to improve
affordability for young people is for employers to assume
more of the costs of post-secondary training; in return, the
companies get first shot at a pipeline of qualified and willing
workers. Two examples, from Egypt and the United States,
illustrate how this can be done.

Americana—Egypt’sleading restaurant, food processing,
distribution, and retail company—was having difficulty
finding the right people to meet its standards.** So it worked
with government and academic bodies to create external
training programmes specifically for this segment of the
hospitality industry. Programmes offered range from a five-
year hotel secondary school diploma to a four-year Bachelor
of Sciences degree in related fields (restaurant management
and agribusinesses). Americana pays the tuition and all
programmes follow an “earn and learn” model whereby
students gain practical work experience while studying.
Graduates are given employment opportunities within the
Americana Group, but can also go elsewhere.

Employers can also be called to pay for training upon hiring
skilled graduates. For example, at Dev Bootcamp, a for-profit
nine-week intensive course for code developers, employers
pay a fee for each graduate they hire as soon as the employee
completes 100 days in a job. At that point, Dev Bootcamp also
reimburses a significant portion of the tuition back to the
student. The course provides a practical, hands-on training
programme—it calls itself an “apprenticeship on steroids”™—
that pays close attention to the needs oflocal labour

markets (San Francisco, Chicago, and in 2014, New York)."
Instructors are working practitionersin the field. In 2012,
Dev Bootcamp said over 9o percent of those who finished the
course found ajob within two months, with an average salary
of more than $80,000.

3.2. Partll: Better mindsets, better results

Inanincreasingly competitive global labour market, all the
players need to raise their game. Students need to accept
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responsibility for their careers from an early stage; that means
learning the basics of the qualifications, pay, conditions, and
prospects for the professions they are considering. Education
providers should accept their own share of responsibility, and
make a point of understanding what employment rates are for
their students after graduation, and take action toincrease
them. Governments, in fact, could require that information.
Asforemployers, they ought to get involved long before the
hiring stage, supporting educatorsin curriculum and practical
training design, providing internships and work placements to
students, and working with other companies to create industry-
wide partnerships to develop standard industry curriculaand
reach scalein hiring and training functions.

In the following pages, we examine how youth, education
providers, and employers can support themselves—and each
other—to create the conditions for a more robust and effective
E2E system.

Youth

The power of information: In the Internet age, information
is ubiquitous and cheap. Even so, many young people don’t
manage to find it, or if they do, are too overwhelmed by the
volume to filter what is useful. When deciding their fields

of study, for example, only 28 percent of those surveyed
knew the successful job placement rates of the courses they
choose. A quarter didn’t believe that further education would
advance their careers; another 16 percent said they did not
know enough to make informed decisions. In part, these
areyouthful mistakes: many students in Europe have to
make crucial decisions about their future around age 15, and
teenagers, as a whole, are not known for long-term planning.

To help them out, here are some initiatives to consider:

o improving the quality and quantity of information available
toyoung people, for example with a national online portal
that contains data on careers, education pathways, and job
and wage prospects

o encouraging young people to use the information available
tothem, early in their journey, and at the most important
moments along the way

o creating marketing campaigns that attract students to
professions that need their skills and make clear what they
need to do qualify for them

To start, governments could make more and better data
available about vocational and academic programmes

and their results. An example is the UK’s National Careers
Service (NCS): this centralised online repository of
labour-market information features comprehensive job
profiles with information on salaries, hours, qualifications,
industry trends, and training programmes. It also provides
individualised counselling. From itslaunch in April 2012 to
March 2013, the website has received more than seven million
hits and enabled more than a million face-to-face sessions
with qualified careers advisers. Of those who progressed into
employment, almost halfsaid the service had played a role
init. Currently, however, relatively few young people appear
tobe aware of the service; those 18-and-under are less than
halfaslikely as adults to use it.’s That said, it is early days yet,
and the NCS demonstrates one way to offer accessible, useful
information and services.

Switzerland offers an interesting model for a related issue:
engaging young people early and often. For many of those

in pre-secondary or secondary school, career planning is

not nearly as much of a priority as this week’s exam or next
weekend’s activities. Itis easy to put offbecause work seems
so far away. Nevertheless, because European students need to
make important life decisions at such a young age, it is critical
to ensure that they have access to career planning and related
materials before they do.

In Switzerland, students take advantage of the structured
career counseling process in place to decide on one of three
options to pursue after completing the 9th grade (14-15
years old): baccalaureate, upper secondary specialised
school, or vocational education. In the canton of Bern,
these conversations start at age 12, and include parent
meetings.*4 The following year, there are job forums,
lessons on career choices, and “orientation internships”
with local employers that the students themselves must
arrange. In addition to all this, young people may also use
the Berufsinformationszentren (BIZ) occupational and
information centres, which are independent from schools and
universities, for information and advice.’> And they do use
them; 85 percent of vocational students said they have used
theseresourcestolearn about their options.*
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Another critical decision point comes after secondary school.
Information often fails to reach high-performers from poorer
economicbackgrounds, such as the Dreamer segment (see
Chapter 2). Such students tend to make decisions based on
proximity to home and parent’s counselling and can miss out
on better opportunities as a consequence. A recent Stanford
Institute for Economic Policy Research discussion paper
looked at precisely this issue.”” The intervention suggested
by the study was simple and cheap: send personalised mail
packages (including an applications guide, brochure with
graduation rates and college deadlines, request forms,
reminder magnets, financial aid guide, list of state merit and
need aid, and fee waiver guide) to high-performing, lower-
income students. Those who received the pack behaved
differently, submitting almost 20 percent more applications
and applying to more selective universities.

Selling qualifications toward professions: The
professions that young people say they want to enter include
many jobs that require vocational qualifications, not
academic ones (Exhibit 31). The young people surveyed were
atleast aslikely to be attracted to becoming a web developer
as afinancial analyst, engineer or lawyer. However, in most
countries, they also feel there is a social stigma against
taking up vocational education. In fact, a majority of those
who said they would prefer vocational training still went into
academic courses instead, as a result of these perceived social
pressures. This matters: vocational training enables students
tolearn specific, job-oriented competencies and is part of the

solution to narrowing the skills gap that so many employers
complain about.

Arevamp of the image of vocational education is therefore
required. The Institute for Technical Education (ITE) in
Singapore shows one way of doing this. In the 1980s and early
90s, Singapore’s national vocational and educational training
(VET) programme was widely derided as a place of last

resort for the not-so-intelligent. In order to overcome this
unfair perception, ITE systematically transformed itsimage,
upgrading its instructors and infrastructure and improving
its curriculum. It put together branding campaigns with
catchy sloganslike “Thinking Hands Create Success” and
“We Make You Shine” to reach youth, parents, and teachers.
Theideawasto present ITE as a different option, not alesser
one, and it appears to be working. In 2012, an ITE survey of
employers showed that ITE students are well regarded and
their employment rate is above 90 percent for the majority of
courses. Also, in an independent image tracking study which
is conducted every three years, public perception of ITE more
than doubled from the benchmark 34% recorded in 1997 to
70%, measured in 2013.

In sectors where there is a shortage of labour—or likely to be
one—more comprehensive measures may be required. In the
US state of Alabama, for instance, the construction industry
saw that there were lots of retirements looming, even as young
people appeared to reject the sector as a career option: two-
thirds of 18-to-26 year olds had verylittle or no interest in
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anindustrial construction career. Soin 2010, the Alabama
Construction Recruitment Institute (ACRI) collaborated
with a publicrelations and advertising firm to launch a five-
year campaign to improve the perception of the construction
trades—tagline: “Go Build”.*> The campaign enlisted a well-
known local TV host and aired ads statewide. The group

also created a website with information on training options,
salary, and career profiles, and distributed material at careers
fairs and other venues. Within the first four months, the
official website recorded 56,000 unique web users, 159,000
page views, and 3,500 registered users with 99 percent of
users reporting the site as useful or very useful.

Education providers

With their central role in the upbringing of young people,
education providers are well placed to work with them to
provide the information they need to determine their career.
Equally, their important role in the community means

they are also well placed to work with employers in order to
identify, and meet, the needs of the workplace. However, one
of the interesting results of our survey was the extent to which
this doesn’t happen: almost three-quarters of providers
thought their graduates were ready to work—a much higher
rate than either employers (35 percent) or youth (38 percent).

Collapsing the “parallel universes”: In nearly all of

the surveyed countries, employers and educators do not
communicate all that often, and don’t find it all that helpful
when they do. The inevitable result is that educators fail to
deliver what businesses want. This is consistent with the
findings of our global survey, in which we said that providers
and employers were operating in “parallel universes”. And
yes, young people, too, inhabit a world of their own. Because
there are so few points of connection, the players do not
understand one another—and it is the young who are hurt
most.

Because what gets measured gets managed, it would be
helpful for education providers to commit themselves

to tracking the employment rates of their students after
graduation—perhaps in stages of six months, a year, and two
years. They could also follow-up on the careers that graduates
choose afterleaving. Such metrics would encourage schools
to work more closely with employers and provide helpful data
for current and future students.

In Colombia, the Ministry of Education established the
Labour Observatory for Education in 2005. The ministry
started by tracking student movements over time—where
they went to pursue their post-secondary education, what
qualification they graduated with, where they obtained their
firstjob, and so on. After nine years, those bits of data have
become important metrics. Users can look up employment
rates by qualification, programme, and city; they can

also compare the performance of different institutions by
graduation rates, employment, and salaries. This data is
creating transparency that benefits students individually,
but the information can also be used on a wider, more
sophisticated basis. For example, if analysis showed that
starting wages for a particular field were falling fast, that
could indicate an oversupply of labour, which governments
and providers could respond to by decreasing the number of
training places.

Creating structured work opportunities: In the majority
of the countries surveyed, internships increased the
probability of students obtaining a job within six months of
graduation, ranging from a 3 percent difference in the United
Kingdom to 36 percent in France. Moreover, students and
employers both reported that hands-on learning improved
jobreadiness and concrete problem-solving skills. In short,
bringing young people and employers closer together can help
both, and providers can play a catalytic role in doing so. Itis
important that employers do not use internships merely as a
source of cheap labour, but rather as an efficient way to test
young people and retain the best. One possibility is to create
adefined career track, so that high-performing interns are
either hired or given a certificate of performance.

Launched in 2010, Turkey’s UMEM programme sees students
taking courses based on the specific needs of the companies
that sign up to the programme. Teaching is provided by

both academic teachers and master craftsmen from the
companies. The programme sets priorities by surveying

the needs and vacancies of 5,000 firms.2° The results were
shared in public meetings and discussed with industrial
employers. The campaign included advertisements—posters,
brochures, and TV—and a 24/7 call centre to respond to
enquiries. UMEM began in 19 cities and is now operating in
81. It had conducted 4,682 courses, and trained and employed
31,125 students by the end of 2012.

Another way tobring companies and providers closer
togetheris through “junior enterprises”. These are non-profit
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organisations created and managed by studentsin higher
education, through which they can test and implement

their theoretical classroom learning, and also develop an
entrepreneurial attitude through the concept of “learning by
doing”. Junior enterprises connect academic knowledge and
the business world, providing businesses—particularly SMEs
(small and medium-sized enterprises)—with state-of-the-art
knowledge. There are now close to 20,000 European “junior
entrepreneurs” between 18 and 25 years old. According toa
2011 EU survey, 79 percent of junior entrepreneurs start work
immediately after graduation vs. an average of 59 percent for
all students—and they also get paid more.*

Preparing young people to enter the job market:
Finishing a degree does not mean students are necessarily
ready for the job market; career services can help bridge the
gap. Our survey found that students were more likely to find
employment if they had been provided with services such as
interview practice, résumé preparation, and workplace visits.
AtIlshin Girls’ Commercial High School in South Korea, a
full-time career counsellor assists students who want to enter
the workforce without going to university. The counsellors
help with career planning and job search, including holding
mock interviews with faculty; the school has created a
simulated office space to help studentslearn how to function.
The school also invites representatives from different
industries to speak about career options and has established a
room to display the workplace accomplishments of alumnae.
The success rate, defined as those who find work: more than
99 percent.

Employers

Employers as partners: Employers who partner up tend to
see conspicuously good results. Companies are happy with
the quality of their young hires; the youth are happy to have
landed in the area that interests them; and providers can take
satisfaction in ajob well done. That is the ideal, which means
thatitis notall that common. But it does exist.

One option is for employers to help providers set up mock
workplaces where they can literally see that students learn job
skills and confirm that they are ready to get to work quickly.
India’s IL&FS Skills Development Corporation, a joint
venture between the private-sector IL&FS and the National
Skills Development Corporation, operates 18 schools and 355
centresin 24 states with 200,000 traineesin 2011. IL&FS has
formed strong partnerships with more than 1,000 employers
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to secure placements for students and ensure that the
curriculum fits their needs. IL&FS also relies on its corporate
partners to provide infrastructure for training centres in
some locations and runs mock workplaces, for example a
simulated hotel or retail establishment, with support from its
corporate partners. In fiscal 2012, IL&FS trained more than

100,000 students, and reported an 85 percent placement rate.

A similar approach is showing results in China. Almost
2,000 companies work with China Vocational Training
Holdings (CVTH), the country’s largest training institute for
the automotive industry. CVTH’s database, combined with
student surveys, enables it to match graduates to jobs. Three
months after graduation, the employment rate is 80 percent,
and many of the rest are either pursuing further education or
have changed industries. The companies get trained workers;
the workers get jobs. Everyone benefits.

Employers can get involved even more directly, by setting

up their own accreditation programmes. Cisco shows how
this can work. In 1997, recognising there was a dearth

of IT skills, Cisco set up Networking Academies. These

offer online interactive programmes and assessments,
gaming simulations, social media collaborative tools,

and entrepreneurship case studies. Cisco defined the
curricula and provided resources. Then it worked with local
institutions, including secondary schools, universities,
vocational schools, prisons, and second-chance programmes
to meetlocal conditions. The courses range from elementary
skills—network installer and basic IT support—all the way
tolarge-enterprise networking. More than four million
students in 165 countries have enrolled worldwide since 1997,
with 69 percent saying they obtained a new or better job,
increased responsibility, or a higher salary after completing
the course.

Finally, employers can work with other players to create
internships that provide opportunities for young people

to gain experience of the workplace. In France, thereis a
nationwide apprenticeship programme for young people
(16 to 25), without any prerequisites.23 The programme
alternates practical and theoretical training and includes
an employment contract (from one to three years) signed
between the student, the training centre, and the employer.
The cost is financed through an apprenticeship tax paid by
the participating company, which also pays the apprentice’s
monthly salary. The employer receives a training support
bonus from the region as well as a tax credit. In 2012, the

programme ran nearly 420,000 apprenticeships. Almost 30
percent of the trainees obtained a job with the company they
apprenticed, and graduates also had a better job placement
rate.

Another example is Apprenticeship 2000, a small, specialised
programme on “mechatronics” (a discipline that combines
mechanical engineering, electronics, control theory, and
computer science) training developed by local employers

in cooperation with the state of North Carolina. Providers
worked closely with the companies to create a curriculum
designed to meet specific business needs as well as state
standards. Apprentices are hired upfront by one of the
partner companies, and spend about half their time in school
and half on the plant floor, working with a designated mentor.
They are guaranteed a job if they complete the three-year
programme.

3.3. Partlll: Creating the conditions for success

Big problems require big solutions, and youth unemployment
in Europeis a big problem. There are four approaches that,
combined, could deliver real and sustained improvements.

1. Develop “system integrators”

It’shard to know where you're going if you can’t see the road
ahead. In the case of education-to-employment, the role of
“system integrators” is to work with governments, employers,
and providers to see the whole road, and then to help young
people at all three intersections.

Right now, in too many countries, the E2E road is more like a
series of roundabouts, with traffic moving both ways: there is
lots of activity, but it’s tough to make progress.

In Greece for example, at least four ministries and multiple
agencies, institutions, and secretariats are responsible

for skills development and employment. The Ministry

of Education and Religious Affairs (MERA) is primarily
responsible for education, but there are also at least ten
independent institutions with fragmented responsibilities;
of these, five different institutions focus on vocational
training and life-long learning. In cooperation with MERA,
the Ministry of Labour takes the lead on the transition from
education to employment, working closely with the Public
Employment Service. The Ministry of Development manages
much of the financing through EU funds. It is, to use a word
derived from Greek mythology, alabyrinth. Greece is not
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unique in having developed such a complex and difficult-to-
navigate process.

To overcome this problem, several countries have created
what we call “system integrators”. These organisations
areresponsible for gathering data on skills and the labour
market, evaluating policies, developing recommendations,
and overseeing the results. There are several different kinds
of system integrators, which differ both in their scope of
activity and in the stakeholders wholead or participate in
them. A country does not need all types, but itis important
that some such entity is at work.

Overall system integrators are responsible for overseeing
the entire system. They bring together partners from
educators and employers, and use labour-market research
and information to create a unified strategy. Australia
created the Workforce and Productivity Agency (AWPA) in
2012 to improve collaboration among industry, providers,
and government. AWPA focuses on forming and monitoring
workforce development plans in conjunction with the
employer-led Industry Skills Councils, conducting research
on skill requirements, developing growth scenarios to
anticipate future needs, and providing independent advice to
government.

For example, the AWPA has estimated that by 2015 the size

of Australia’s employed workforce could grow by 3.5 million
people, with the largest increase being in the number of
qualified workers in service industries.?* This has significant
implications for the entire economy—from ensuring there are
enough of the right courses available in order to fill demand to
planning immigration policy.

On thebasis of this research, AWPA is preparing detailed
reports on the future needs of critical industries. For the July
2013 study on the ICT (information and communications
technology) workforce, AWPA consulted with industry,
universities, vocational trainers, industry associations, and
unions. The reportincludes a broad set of recommendations,
with specific responsibilities and targets, including:
introducing an online ICT learning module aimed at
secondary-school students; creating targeted careers
promotion products for different segments, such as

youth, older workers, and women; and creating a national
apprenticeship/traineeship model for ICT technicians.?s

It’s too soon to know how effective AWPA’s work will be.
However, by collecting useful data, creating strong bonds
with other stakeholders, and thinking ahead, the agency’s
integrated approach is going to be worth watching.

Employment services integrator: Most countries have
public employment services, but few have a service with
such abroad view of the labour market as Germany’s Federal
Employment Agency, the Bundesagentur fiir Arbeit (BA). BA
delivers services to the country’s 2.9 million unemployed.
Europe’slargest public entity, BA is a self-governing
institution, which acts independently—albeit within a
legislative framework—with two primary responsibilities:
to manage the unemployment-benefits programme and to
provide services, such as career counselling, job placements
and retraining funds.

Beginning in 2003, BA transformed itself from alegalistic
administrative body into a modern performance-driven
service provider.2® It outsourced non-core activities to focus
onjob placement and advisory services; it cut waiting times
from more than an hour to a few minutes, and introduced
targets for each local agency. Customer satisfaction is now
measured with positive results from both employers and
providers—2.1and 2.2 on a scale from 1 (best) to 6 (worst)—
and has doubled job placements from 240,000 to 510,000
ayear. The Federal Labour Database, which includes job
postings for all target groups, has 800,000 users and receives
16 million clicks a day.

More than an employment agency, BA also plays a
system integrator role. By interacting with the different
stakeholders—students, the unemployed, providers, and
employers—and by conducting detailed regional labour
market analyses, it keeps up-to-date with labour market
trends and acts as a regional labour market monitor.

This monitor has allowed BA to build a comprehensive picture
of the employment opportunities available in different
regions of Germany, to work with job-seekers to encourage
them to move to localities where jobs are available, and to
work with regional providers to identify the skills gaps and
figure out how to fill them. BA’s ability to support individual
job-seekers through exact data on the opportunities
available, combined with its strategic view of distinct labour
markets, makes a powerful combination.
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Private-sector skills integrators are led by employers and
operate independently of government. The UK’s Commission
for Employment and Skills (UKCES), founded in 2008,
provides strategic leadership on skills and employment
issues. Though itis a government-run organisation, it is

led by a group of commissioners, who are CEOs and senior
executives of businesses and employer organisations.

UKCES has abroad remit. One element is to understand the
level of employment skills in the workforce. UKCES runs

the Employer Skills Survey, the largest in the world, which
compiles data on training, vacancies, and skills shortages.
Employers can see how they compare in terms of training

and skills deficiencies, and identify key challenges and
opportunities in their sector; individuals and careers advisers
can see where shortages are; and providers can use the results
to plan what programmes to offer.2”

UKCES also works with government to get employers
involved in skills development. For example, it recently ran
the government-funded Employer Ownership of Skills Fund,
in which employers submitted bids containing proposals
toraise skills standards and create new jobs. Employers
were required to co-invest in the projects they submitted
proposals for. The first fund, launched in 2012, distributed
€285 million to such initiatives, including a partnership of
93 employers from the energy sector to develop new training
programmes.®

Finally, UKCES helps to build a stronger network of sector
skills councils. It licenses and disburses funding to 18
sector skills councils and four sector skills bodies. These
are the employer-led organisations that define skills needs,
standards, and curriculum in major employment sectors.

Youth employment integrators work with individuals to
ensure that they have a concrete development and career
plan, and obtain a job offer or take additional studies that
improve employability.

One exampleis Finland’s Nuorisotakuu (“Youth Guarantee”).
Finland hasbeen running a youth programme since 2005, but
in 2011 started to develop a more comprehensive one. This was
launched in January 2013 and includes employment alongside
an education guarantee; this ensures the programmeis
targeted not only at the unemployed but all NEETs.

The guarantee requires that each person under 25 and every
recent graduate under 30 be offered work, training, study,

orother intervention within three months of becoming
unemployed.?? Upon registering as unemployed, young
people work with the Public Employment Services—in
cooperation with various entities and social partners—to
complete a three-step process:

1 develop a personal development plan

2 carry out a needs-assessment of the support needed to
find employment

3 undertake ajob, study place, or some other measure, such
astraining or subsidised work

The programme runs a Private Public People Partnership
(PPPP) model where all the different stakeholders meetin a
national-level working group; this includes various ministries,
employer associations and unions, education providers, and
youth organisations. To ensure the involvement of civil society,
aletter was sent to the various stakeholders to highlight the
importance of youth employment and education, and describe
therole each stakeholder can play in solving the problem. This
was supported by a high-profile campaign involving three
Finnish celebrities or “faces™ a female singer, a heavy-metal
rock star, and a Finnish entrepreneur who has created several
companies including the most successful fast-food chain in
the country. In addition, the programme has called on other
notable entrepreneurs to support young people who want

to start their own businesses, and also provides financial
support.

The programme has the cooperation of the ministries of
Employment and Economy, Education and Culture and
Social Affairs and Health and Finance and is implemented
by the 320 local municipalities. Defence is also involved.
Since military service is compulsory in Finland, the defence
forces identify the young people who are least prepared for
the job market and try to use their compulsory army service
time to give them skills that make them more employable,
for example by assigning them to truck driving or health
services. They also provide career guidance in cooperation
with Public Employment Services.

In 2013, more than 93 percent of young Finnish job-seekers
received a timely and successful intervention (having an
employment plan and either ajob or education offer within
three months of registering as unemployed) and close to 75
percent accepted the offer.3° More detailed results of the
programme and implementation will be published in March
2014.
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The Youth Guarantee ensures that young people take action
sooner rather than later, that they establish a trusting
relationship with the authorities, and that they make
informed decisions. The initiative requires the cooperation
of many ministries and local authorities, but it largely

avoids muddle because thereis a clear goal and well-marked
pathway to get there. Most importantly, the Youth Guarantee
is part of a comprehensive strategy that includes: raising the
school-leaving age and creating the Education Guarantee
(toensure all students have a place in upper secondary
education); improving vocational education via a skills
programme aimed at young adults with more flexible courses;
providing targeted support toimmigrants; and offering
wage subsidies. Meanwhile, additional legislation is set to be
implemented to ensure that all NEETs have access to social
support and healthcare.

Asmentioned, the programme is new and faces many
challenges. Other countries implementing a similar system
need to consider creating a one-stop shop service targeted

at young people; this should ensure coherent and integrated
support, similar to the National Careers Service in the UK,
which integrates the diverse set of services available to young
people. Ensuring cooperation among different stakeholders—
with their own distinct operating models—is also a tough
challenge in light of the flexibility required for the Youth
Guarantee. Creating a national body responsible for the
programme may be useful to help reconcile agendas.

2. Create broad collaborations

There are few hard-and-fast principles when it comes to
figuring out what works in terms of improving the E2E
pathway, but the power of collaboration is one of them.
Effective collaboration can create excellent outcomes for
everyone concerned.

Sector-wide and regional collaborations can support young
people in developing the skills necessary to work in a given
industry and help companies within that sector to recruit

the workers they need. Employers gain a voice in the creation
of industry standards and credentials, while providers get
abetter picture of the kind of training to offer. Industry
partnerships can be particularly beneficial to SMEs that may
not be able to fund their own training platforms.

There are three main types of collaboration: across an
industry sector, across aregion, and between SMEs.

Sector-wide collaborations can take a number of forms,
such as defining common industry curricula and credentials,
certifying education providers and courses, developing
apprenticeship programmes, and attracting young people to
the sector.

Examples from the US automotive and energy sectors
illustrate the power of such collaboration. In our global
report, we examined the Automotive Manufacturing Training
and Education Collective (AMTEC), an initiative between car
companies and community colleges that worked together to
meet theindustry’s current and future requirements.

To design the curriculum, employers listed every task

they needed performed and the competencies required

for each. Then they ranked these by importance and, in
aseries of iterations, developed alist of common tasks.
Employers and providers distilled all this information into
acurriculum composed of 60 three-to-eight-week study
modules, spanning 110 core competencies, with each module
focused on a specific skill set. Now, employers can choose
tohave their employees undertake training from providers
in all or some of the 110 competencies. Providers can offer
customised solutions to adjust to specific needs and, because
the credentials have been created cooperatively, they are
transferable and recognised among all the participants.

Another example is Brazil’'s Prominp, created in 2003 to
address skills shortages in the energy sector. Prominp

invited industry partners, associations, and unions initially
to discuss relevant skills and then to work with education
providers to design suitable programmes. Prominp
established a three-step process. First, it divided skills into
189 “tracks” such as shipyard welding in four categories—
engineering, civil construction, construction, and operations
and maintenance—and several skills levels—basic, technical,
and graduate. Then it gathered the big companies in each field
toidentify the required skills at the task level, for instance
welding metals to a specific thickness. With that established,
Prominp identified providers that were particularly strong

in each track and developed a curriculum in conjunction

with the selected companies. All the providers use the same
curriculum for each track. Prominp also selects the 30,000 or
so participating students and sponsors their education in the
form of tuition payment and allowance. More than 80 percent
are employed.
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Regional collaborations typically involve education
providers and local employers working together to ensure
student employability in a specific area. The Mondragon
Corporation, headquartered in the Basque Country

in northern Spain, is a cooperative of 255 businesses,
subsidiaries, and affiliated organisations. It provides an
example of how corporations can support young people by
establishing partnerships throughout a region.

Mondragon offers facilities for vocational training and
management education designed to be relevant to people
working for one of its affiliate companies. In 1997, it founded
the University of Mondragon (MU) to provide courses with a
strong professional emphasis to those wishing to work for, or
already working for, one of its co-operative members. MU now
offers 22 degrees and enrols almost 4,000 graduate and post-
graduate students.

During study there is a strong focus on providing work-
placement opportunities at one of the Mondragon member
employers. Over 500 students complete a work placement
each year, with employers reporting a high level of satisfaction;
encouragingly, 9o percent of Mondragon graduates are
employed within two months.

Collaborations involving SMEs: Small and medium-sized
enterprises account for a significant proportion of Europe’s
economy. However, because of their size, smaller firms can find
itdifficult to recruit talent or build it from scratch. The answer is
to collaborate, in order to fill the skills gaps at reasonable cost.

In Australia, the number of apprenticeships has grown
rapidly over the past ten years; there are now some 425,000
Australiansin internship or apprenticeship programmes. One
ofthe main drivers behind this success hasbeen a willingness
tosupport SMEs to enable them to take on an apprentice, who
isoften a young person at risk of dropping out of education.

Group Training Organisations (GTOs) are businesses—

either for profit or not-for-profit—that hire and manage the
administration and training of apprentices and trainees.

GTOs maintain a close relationship with secondary schools
toidentify students who are either failing or do not wish to
continue studying. The GTOsrecruit, hire, and train those
students and place them with an SME where they carry out

the practical part of their apprenticeship. GTOs often also
provide the training element of the programme—which maybe
subsidised by government—for the participants.

Atypical example is the Group Training Association of Victoria.
GTAV has more than 150 members and 8,000 apprentices

and trainees employed in over 5,000 SMEs across a range of
industry sectors. One of GTAV’s core activities is to ensure

that young people are trained to national standards.3 The
association supports its members in several ways: it provides
information on common topics, including safety and health; it
runs the “needanapprentice” Web site to help companies find
apprentices; and it provides e-learning training platforms to
small businesses.

According tothe 2010 “Looking Ahead” report by Australia’s
National Institute of Economic and Industry Research, GTOs
represent over 15 percent of apprenticeship completions rising
to close to 30 percent in cases where the apprentice is working
for the first time.3%/33 It has a particularly strong presence
inthetraditional trades, such as construction, electricity,

and plumbing, but is also active in services such as business
administration and hospitality. A survey of GTO clients found
that companies rated the experience of hiring an apprentice
at 3.8 out of 5, compared with 3.0 when they had hired an
apprentice themselves. Small businesses value the simplicity
and flexibility of the GTOs’ service, because they often do not
have the resources to recruit, interview, train, and monitor
inexperienced young people themselves.

In addition, working with a GTO removes a perception of risk
for small business.?* Participating employers may “return”
the apprentice at no cost, for any reason. GTOs typically pay
regular visits to employers to ensure that both the apprentice
and the company are satisfied. The apprenticeships and
training programmes serve a high-risk population and the
dropout rate is substantial (40 percent); nevertheless, the
employment rate for those who complete the programmeis
between 85 and 90 percent.

An alternative approach is for larger companies to work with
the SMEs in their supply chain to build up their capabilities.
The SMEs receive lower-cost training; their partners gain
better-quality goods and services. Two examples come from
Korea and Morocco.

o SKTelecom created the SK Win-Win Academyin 2006 to
provide training to its SME partners.35 The organisation
sharesits resources, including an extensive eLearning
library and traditional training courses, and is willing to
adapt them to the specific needs of SMEs.
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“In Australia,
the number of
apprenticeships has
grown rapidly over
the past ten years;
there are now some
425,000 Australians
in internship or
apprenticeship
programmes. One
of the main drivers
behind this success has
been a willingness to
support SMEs.”

o The government of Morocco funded the Institute for
Training Automotive Professionals to attract Renault
to set up a plant in the country. Renault developed the
curriculum and trained the faculty. Operating costs will be
subsidised until 2014; after that, the industry will pay. The
targetis totrain 30,000 employees from Renault’s 125 SME
suppliers.3°

The non-profit sector can also play a collaborative role.
WorkingRite, a growing charity in the UK, runs a programme
that seeks to encourage SMEs to provide hands-on training
for young people who are at risk of dropping out of education—
for example the “Non-believer” segment identified in our
survey. WorkingRite matches young people who are not

in education or employment with an older mentorin the
workplace. Following a trial day, the young person works with
the employer as part of a work-based learning and mentoring
programme.

The job placements last up to six months, and WorkingRite
ensures that trainees are fully equipped: WorkingRite staff
members pay regular visits to check progress and conduct
reviews of thelearning achieved. Inlieu of a formal paid
arrangement, employers fund a small weekly allowance for
the trainee, typically around £60 (€70).

In order to make sure young people also progress in Maths
and English and accredited employability skills whilst
they are on their training placement, and to adapt to local
requirements, WorkingRite has built the equivalent of one
day per week tutoring into its programmes in England. 37

Sincelaunching in Scotland in the mid 2000s, WorkingRite
has proved that its model does in fact help to reconnect at-risk
young people to the labour market. In the most recent cohort
of about 400 trainees, across 14 United Kingdom locations
(see below), 56 percent of those who started a placement
finished it; of those who did, 88 percent moved on to full-time
jobs, apprenticeships or further education.

3. Use technology to scale up solutions

“Ithink onlinelearning is going to be transformative.
Traditional education is never going to be the same again,”
Anant Agarwal, the MIT computer scientist who leads

edX, told the Financial Timesin June 2013.3® Dealing

with the youth unemployment problem may need such a
transformation. The use of online platforms in education has
been limited so far, but doing so could be a game-changer.
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By online education, we refer to structured courses, live
ortaped, which may include serious games, immersive
learning (simulations of real-life situations and professions),
collaboration forums, and online assessment.

Online education offers students access to low-cost courses
that can be complemented with local training centres where
students can work with others face to face (see Part I of this
chapter). In addition to expanding access, online education
can be an effective way to offer experience to large numbers

of studentsin arealistic format. A further asset is the ability
of online courses to capture data on students’ performance,
facilitating comparison with others. This makes it possible to
tailor education precisely, helping to ensure that students stay
ontrack.

Building experience online: Online education has
tremendous potential to help students simulate hands-

on experience via serious games—“gamification”—and
immersive learning techniques that simulate work
environments, and also in assisting them to develop problem-
solving skills. One example is Kentucky Fried Chicken

(KFC), which employs more than 140,000 people in the
United States. Noticing that a significant proportion of its
workers were young and technology-savvy, the fast-food giant
replaced its paper-based training with a task-based virtual
world that teaches the correct way to perform specific tasks
such as taking client orders and receiving payments; this
system also runs evaluations and identifies skills gaps. KFC
has seen a high take-up rate among its franchises, positive
feedback from the learners, and fewer on-the-job errors.

Another example is SimVenture, a game that simulates

how anindividual starts and runs a business from scratch.
Students have to deal with all aspects of business and must
make decisions on a monthly cycle. The game has four main
areas covering finance, operations, organisation and sales
and marketing, and choices made within one area affect

all others. For example, students can carry out market,
competition and customer research to inform strategic
marketing and sales decisions, while money can be raised in
various ways—for instance via a bankloan, overdraft, and
equity—to help ensure the company has sufficient capital
tothrive. Students see the effects of their choices once the
“monthisrun”and all information is stored so that decisions
canbereviewed at any future point. The game can be used
byindividuals or small groups of up to five, and also in class
with onelarge group via a single projected image on a screen.

SimVenture has won several awards and is being used in over
150 universities around the globe. Research studies show a
statistically relevant improvement in student attainment.

Some studies of serious games have shown them to be more
effective than classroom or web-based tutorials on several
dimensions. One of the more recent meta studies—from the
University of Colorado Denver Business School, in 2010—
found that workers trained using serious games retained 9
percent more information, had an 11 percent higher level of
factual knowledge, and a 14 percent higher level of skill-based
knowledge.

In terms of creating an effective online education system,
everyone has arole to play. Employers, including industry
skills councils or associations, can help to make the content
pertinent and credible, and recognised as such. Providers
can either create this themselves or collaborate with others to
integrate online education within their standard curricula.
Governments can ensure that there is wide access to the
Internet. Young people may also take on responsibility and
actively seek the various opportunities already available
online

Tailoring education to different youth segments: Because
online technology makes it possible, even easy, to compare
data concerning alarge number of learners, education can

be adjusted to individual needs. This insight helps editors
toidentify thelearning objectives and content students
struggle with the most and enables them to create learning
resources—such as videos and simulations—to assist
students in mastering the most troublesome topics. And it
shows promising results. A maths course at Arizona State
University that implemented adaptive learning technology
saw an 18 percent increase in pass rates and a 47 percent drop
in student withdrawals.4°

Analysing student learning data has allowed some
universities to adopt a “flipped classroom” model, whereby
studentslearn course contents online individually and then
participate in small group sessions with faculty to work on key
development needs, for example understanding formulas and
making the relevant calculations.

4. Encourage the European Union to take practical
action. Europe knows it has a problem, and has responded
toit by creating the Youth Guarantee, a promise to offer every
young person a regular job or further education opportunity
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within four months of finishing school. In 2013, the EC
committed an extra €8bn to support the Youth Guarantee,
on top of European funds already available to tackle youth
unemployment.

Although the causes and conditions of youth unemployment
vary country by country, there are also important
commonalities, as well as pockets of best practice that can
bereplicated. Becauseitis a supranational organisation, the
European Union is well placed to create transparency, foster
mobility, and identify best practices.

Create transparency across the EU labour market:
Today there is no single network that clearly compiles labour
market trends in a way that can be accessed and acted on by
national labour agencies. Nor is there a single clear source
forindividual job vacancy data. EURES, the European Job
Mobility Portal, is an attempt to address this. EURES lists job
openings, provided by national Public Employment Services.
It also contains the basic qualifications and personal details
of those job-seekers who register. EURES does not, however,
offer comprehensive information on the performance of
regional or sectorial labour markets, job qualifications, or pay
in different regions. Whilst EURES has its uses, the EU would
benefit from a source of labour market data that can be used
strategically by labour agencies, employers, and providers

in the member countries and regions; this would facilitate a
more strategic view of where skills gaps exist in Europe and
promote greater insight into how to fill them.

It could be something along the lines of the German Federal
Labour Agency’s Regional Labour Market Monitor. This

is an online platform for institutional users that provides
information on trends in labour demand by region,
qualifications, and compensation. It also encourages
interaction between the users of the service. The monitor has
around 10,000 users, including officials in local Chambers of
Commerce, publicemployees, elected officials, and education
providers. Itis an important source of information for the
more than 560 regional and local networks that help to ensure
thereis enough skilled labourin the different regions. The
monitor provides a range of information to help its users make
better decisions on labour market issues: for example, mayors
who want to understand whether there is a problem relating
tobasicskills or qualifications in their city can see the specific
data for their particular region and also make a comparison
with other regions. Additionally, they can find and contact
peoplein a similar position in other regions in order to swap

ideas. Almost three quarters (74 percent) of those who use the
monitor recommend it to others.

An EU-level labour market monitor could synthesise labour
market information from all across the region, and then
publish it online. Making this information consistent and
readily available would be an important contribution to the
creation of a genuinely European labour market. It would help
young people to make more informed decisions about when,
whether, and where, to move in order to find work.

Improve transferability of qualifications: It can be difficult
for employers in one EU country to understand how (and

if) a qualification gained in one country applies to another,
particularly in relation to vocational education. This impedes
easy movement between countries, yet such free movement
oflabour could be a way of filling the skills gaps that some
countries face where others face a surplus.

For academic qualifications, this issue has been addressed.
The Bologna process, launched in 1999, sought to harmonise
university qualifications. In effect, it created a single
European academic market (the European Higher Education
Area) so that a degree from Italy carries the same weight

in, say, Belgium. One result has been to make it easier for
students to study in different countries. For example, the
number of German students completing a term abroad almost
doubled, from about 50,000 in 2000 to more than 100,000 in
2008. Over the same period, the number of foreign students
studying in Germany increased by 250 percent.4 The Bologna
process, which began as an EU initiative, has now drawn

in countries from outside the region, and has also inspired
other areas—West Africa, Latin America and the Caribbean,
and South East Asia—to develop systems of transferable
qualifications.4?

There is no equivalent when it comes to vocational
qualifications. This means that young people cannot

starta course in one country and then finish it in another,
and so prevents them from gaining the valuable cross-
cultural experiences that many academic students enjoy.
More importantly, the lack of a clear map of vocational
qualifications between countries may hinder fully qualified
young people from bringing their skills to countries where
jobs exist. Developing a European vocabulary for vocational
qualifications could foster mobility and substantially improve
job opportunities for vocational workers.
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Create incentives and institutions to involve employers
in vocational education: Employer involvement in
vocational education is one of the most powerful ways to
ensure that young people obtain the skills and qualifications
that can help them find work. We have found a strong
correlation between employer involvement in training and
youth outcomes. In the OECD countries with the lowest youth
unemployment, almost two-thirds of employers were directly
involved in delivering training. In the countries with higher
youth unemployment, only 9 percent of employers were.

As part of the Youth Guarantee, the EU could help SMEs to
work together within their region or sector to develop joint
training programmes. These could be delivered through
dedicated, joint training centres along the lines of the Group
Training Organisations described earlier.

Define what works and then share best practices:
Public employment services (PESs) in Europe differin
their responsibilities, scope, operational models—and
performance. It would make sense for them to learn from
one other.

One way of achieving this is through benchmarking and
mutual learning. Building on existing exercises in comparing
labour market outcomes and key performance indicators
(KPIs), PESs should first analyse what drives performance—
for example, specific practices in operations, customer
orientation, use of information for operational processes

aswell as for decision making, and networking with other
institutions in the labour market. Secondly, they need to
develop acommon understanding of how these drivers should
be designed and where best practice for each performance
driver can be found. This will enable PESs to create a forum
for mutuallearning. Examples include peer-to-peer visits,
conferences or project manuals.

A system that works

In 2013, the OECD said of youth unemployment: “Immediate
actionis needed to stop the crisis further damaging young
people’s prospects.” Hardly anyone would disagree with that;
theissueisto find the right solutions.

The additional €8 billion allocated by the European
Commission to fund the Youth Guarantee is a sign that the
European Union appreciates the urgency of dealing with
this problem. But it will be wasted if this funding—and
further investment by employers and local and national
governments—simply fills in the potholes on the E2E road,
rather than making it straighter and smoother. Europe’s
young people deserve as much.
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Survey methodology

The survey consisted of three parallel questionnaires, administered to young people, education providers, and employers. These
were administered from August to September 2013 in six countries: France, Greece, Italy, Portugal, Spain, and Sweden. The
surveys for Germany and United Kingdom were administered in August and September 2012. McKinsey designed the three
questionnaires, while Lieberman Research Worldwide did the recruitment and interviewing through a mixture of online surveys
and face-to-faceinterviews.

The premise of the survey was to build an empirical fact base, describing the views of the most important education-to-employment
stakeholders. We chose these eight countries because they include Europe’s five largest economies (Britain, France, Germany,

Italy and Spain); two countries greatly affected by the economic crisis (Greece, and Portugal); and one from Scandinavia (Sweden)
where the education-to-employment model is distinctly differently. Combined, these eight countries account for more 70 percent
of youth unemployment in the European Union. The target sample size for each country was 500 young people, 300 employers, and
100 education providers. The Italian surveyincluded 1,500 young people.

In questions that asked for agreement with a given statement, participants chose one of six options, as follows: agree (“strongly
agree” or “agree”); neutral (“somewhat agree” or “somewhat disagree”); and disagree (“disagree” or “strongly disagree”). In
questions where respondents rated an ability or characteristic, such as competence or importance, participants used an 11-point
scale: o indicated “not at all” and 10 represented “extremely”. Scores of 8 or higher were interpreted as “believing” or “agreement”.

Youth survey
Wesurveyed 5,257 young people, aged 15 to 29. Recruited both online and in person, all were either in the labour force (whether
employed or not) orin school and looking for work in the next six months.

We sorted the young people into five educational levels, and the distribution was roughly equal across each: less than high school,
high school, vocational, some college or associate degrees, and college/university degrees. In terms of income, 46 percent said that
theirincome was “about the national average”; 17 percent indicated they made more.
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We then weighted the sample toward the gender and age distribution for the economically active population of 15-to-29-year-olds
in each country. To account for varying sample sizes, we also weighted the responses to level out the number of respondents at 500
for each country. The weight of any one response was capped at a minimum of 0.2 and a maximum of 3.0 (Exhibits 1and 2).

Employer survey

Wesurveyed 2,504 employers; they were relatively evenly distributed across sectors, with the largest concentrations in
manufacturing (13 percent) and wholesale and retail trade (12 percent). Almost three out of four of the employer respondents were
small (fewer than 50 employees) or medium-sized enterprises (50 to 249).

Employers interviewed for the survey were required to be responsible for at least one of the following three areas: defining hiring
criteria, including skills and qualifications; implementing employee-training; or analysing skills gaps (Exhibit 3).

Education provider survey

Wesurveyed a total of 727 providers. Open-access publicinstitutions and selective publicinstitutions comprise 70 percent of those
surveyed. The remaining 30 percent is split between for-profit and not-for-profit private institutions. Half of the providers sampled
enrolled fewer than 1,000 students; the remainder split equally between those with 1,000 to 4,999 students and those with more
than 5,000. A slight majority were academic; the rest were focused on vocational.

Provider respondents worked at post-secondary educational institutions in admissions, career and academic counselling,
oracademics. They had to have significant influence in one of the three following areas: admissions and enrolment criteria;
quality-assurance and governance; or employer and recruiter relations (Exhibit 4).

Segmentation.

Segmentation is the practice of breaking down a population into smaller, distinct groups. As in the global survey on education

to employment, we segmented the youths and employers to discern characteristics that went beyond demographics (Exhibit

5). (Italy was not part of this analysis.) We found seven segments of young people, divided between those who continued their
education after high school, and those who did not (Exhibits 6,7,8 and 9). For employers, we created four segments, based on how
easyitistofind talent and howwilling they are to invest in it (Exhibit 10,11 and 12). We did not create a segmentation for providers,
but found nothing significantly different from the demographic splits.
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_Exhibit1

' Youth survey sample, weighted data (1/2)

Highest education level achieved® Self-assessed family income level?

% of respondents % of respondents % of respondents
n=4,003 n=4,003 n =4,003
France Less than
high-school Above the
Germany College graduate completion national average Sl the
or higher national
Greece
average
Italy
Completed
Some college/ .
iate high school
Portugal Zzsfg;a € s
9 . About average
. Vocational
Spain
Sweden
United
Kingdom

1 What is the highest level of education you have received?
2 Roughly where do you think your family's annual income falls relative to the national average?

Source: McKinsey survey, Aug—Sept 2012, 2013

Education funnels
To understand how young people move from education to employment, we investigated the number of students at each stage.
The data used was the OECD 2010 age-specific graduation rates for upper-secondary and tertiary for all countries apart from:

o France: Areportby CEREQ, a national database: Quand lécole est finie... Premiers pas dans la vie active d une génération,
enquéte 2010

o Greece: Tertiary statistics from the 2007 OECD report, as no data reported after 2007

o Portugal: Upper-secondary data was taken from the Portuguese national database: PORDATA. This is because of the “Novas
Oportunidades” programme that opened up post-secondary education to a wider pool of students inflating the OECD data.
Tertiary education data was taken from the 2010 OECD report.

Definitions of key terms:
Throughout this research we have used standard definitions of unemployment and young people not in education or
employment (NEETs) as used by the International Labour Organisation.

We have used OECD definitions of main stages of the educational path: ‘upper secondary’, ‘post-secondary non-tertiary’,
‘tertiary’ (Exhibit 13).
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Exhibit2

% of respondents
n =4,003

Currently studying
and am looking
for a full-time

job in 6 months

Employed
part-time
and will

be looking
for full-time
work

Female
in 6 months

Youth survey sample, weighted data (2/2)

% of respondents
n=4,003

Unemployed and
looking for a job
Male 54

Currently employed
in a full-time position

% of respondents
n =4,003

15-18 years

19-22 years

23-25 years

26-29 years

24

25

42

1 Which of the following best describes your employment status?

Source: McKinsey survey, Aug-Sept 2012, 2013

Exhibit3

Country
n = 2,594

Germany 308
United

Kingdom ELE
Spain 401
Greece 301

Portugal 318

France 341

Sweden 308

Italy 309

Employer survey sample

Manufacturing

Construction

Wholesale and retail trade;
repair of motor vehicles,
motorcycles, and personal
and household goods

Hotels and restaurants

-
w

——

Transport, storage,
and communications

Financial intermediation

/
Public administration and defence; /’
compulsory social security /

Education

Health and social work

Other and sectors with
<4% respondents

w
o

% of respondents % of respondents
n=2,594 n=2,594

La

Medium

Small

1 Other includes agriculture, hunting, forestry, and fishing; mining and quarrying; electricity, gas,
and business activities; and private households with employed persons.

Source: McKinsey survey, Aug—Sept 2012, 2013

and water supply; real estate, renting,
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Exhibit4

Number of respondents
n=727

Germany

United
Kingdom

Spain
Greece

Portugal

France

Sweden

Provider survey sample

Type of learning’ Size of institution? Type of institution®

% of respondents
n=727

Vocational

Academic

% of respondents
n=727

25,000 I

I <1,000

1,000—4,999

% of respondents

n=727

Open-
Private access
for-profit public
institution institution

Private

not-for- Selective
profit public
institution institution

majority of your activities.

2 How many students are currently enrolled at your institution?
3 Which of the following best describes your institution?

Source: McKinsey survey, Aug—Sept 2012, 2013

1 Which of the following categories best describes your institution? If more than one option applies, please select the one that describes the

Exhibit5

. High success

Moderate success

We constructed an ambition, access, and success matrix for youth

. Low success

Did youth who did not

continue after secondary

school:

= Receive sufficient
information to make
choices?

= Consider themselves
prepared for jobs by
education?

Did youth who did
continue education after
secondary school:

* Receive sufficient
information to make
choices?

= Feel well prepared by
high school for post-high-
school education?

= Consider they had good
knowledge on job
opportunities?

* Not enrol in post-high
school or drop out due to
access-related reasons
(such as cost)?

= Receive funding for their
education?

= Report having access to
student services?

Access

High

Low

$S929ng

High

Desire

Did youth who did not

for employability

Did youth who continued education

continue after secondary after secondary school:

school: .
= Do so because they
did not think they .

needed the trainingor =
found the course too
demanding?

Prioritise job opportunities when making
education choices?

Gather work experience?

Use student services?

Were youth who did not

continue after secondary

school:

= Employed?

= In employment quickly
after leaving education?

= Satisfied in their jobs?

* Happy with their education
choices?

= Among the top academic
achievers?

Were youth who did

continue education after

secondary school:

* Employed?

= In employment quickly
after leaving education?

= Enrolled in their preferred
programme?

" Satisfied in their jobs?

= Happy with their education
choices?

= Among the top academic
achievers?
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Exhibit 6

Youth who continue education after secondary school (1/3)

Segment 1 - High Achievers(10%) 2 — Coasters (6%)
Ambition = Above-average focus on job-placement rates and on teachers’ = Least focused on job-placement rates and on teachers’ advice
advice = Independent: friends, family not strong drivers of education
= Second least focused on being close to home/family/friends choice

* Second least likely to get work experience during education
= Likely not to use student services, even when available

Access = Higher knowledge of wages and placement rates (while in high = Average knowledge of wages and lowest knowledge of
school) placement rates (while in secondary school)
= In comparison, felt most informed about fields of study and = Second-highest access to company visits after high school
corresponding jobs, best prepared by high school = Highest access to careers/academic support services after
= |s most offered student services and finds them helpful (if used) secondary school

= Most satisfied with educational information offered

. ) . . ) * Satisfied with job-related information offered (at secondary school
Success = Most satisfied with current job (which is most often related to field «  Above average regarding satisfaction with job (which is often

of study); fastest to find job related to field of study); least time actively looking to find job

" Lowest ungmployment o = Average unemployment

* Most convinced that education improved employment outlook; = Most convinced that education improved employment outlook;
most optimistic about education and employment opportunities very optimistic about education and employment opportunities

= Above-average likelihood to enrol in preferred course .

Most likely to enrol in preferred programme
= Likely to repeat education decisions

Context = High in Sweden; Germany; low in Portugal * High in United Kingdom, Sweden, Germany; low in Spain,
factors . gecond-highest share of private-sector employment Greece
= Slightly biased toward men = Second-highest share of state/public-sector employment
= Average share of parents’ education level * High academics
= Highest-income group = Second-highest parents’ average income

= Second-highest share of top performers * Highest share of top performers

“I focused and made the best of
the support | received.”

Source: McKinsey survey, Aug—Sept 2012, 2013

“I flew through education without
stopping to think what would come ]
next.”

Exhibit 7

Youth who continue education after secondary school (2/3)

Segment 3 — Meanderers (5%)

Ambition = Less focused on job-placement rates and on teachers’ advice
= Most focused on being close to home/family, less on friends
= Least likely to gather work experience during education

Access = Low knowledge of wages and lowest knowledge of placement
rates (while in high school)
= In comparison, felt more or less informed about fields of study
and corresponding jobs, prepared by high school

= Offered average amount of student services but is least likely
to use them

Success Below average regarding satisfaction with job (which is often

related to field of study); slightly above-average time to find job

= Lowest unemployment

= Most convinced that education improved employment outlook;
optimistic about education and employment opportunities

= Most likely to enrol in preferred programme but often takes longer
than usual (if not enrolled: did not pass exams, not convinced in
job opportunities after education; similar reasons if dropout)

= Rather likely to repeat education decisions

Context High in United Kingdom, Sweden; low in Germany, Spain, Greece
factors = Largest share “still in training”; if employed; public institutions
= Highest share academics
= Bigger share public (selective) education institutions; lowest share
private institutions; highest share government loans
= Parents with highest education yet below-average income
= Smallest share top performers

“Good enough is enough; I'm not
aiming high.”

Source: McKinsey survey, Aug—Sept 2012, 2013
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e

' Youth who continue education after secondary school (3/3)

\

Exhibit8

Segment 4 - Persisters (17%) 5 — Dreamers (14%)
Ambition = More focused on job-placement rates " Most focused on job-placement rates
= Most focused on being close to family/friends and on = Also focused on being close to family/friends
teachers’ advice = Most convinced that vocational education creates better
= Most likely to gather work experience during education employment opportunities; most negative regarding its
recognition

Access

Most self-reported knowledge on wages and job- Least self-reported knowledge of wages and job-
placement rates (in high school) placement rates (in high school)
* In comparison, felt least informed about fields of study and * In comparison, felt more or less informed about fields of
corresponding jobs study and corresponding jobs
= Offered student services less = Is least offered student services (especially via interaction
with employers)
Success " Average regarding satisfaction with job, link to field of = Least satisfied with job (which is least often related to field
study, and time to find employment of study)
= Lower rate of full-time employed = Average employment rate
= Average probability of enrolling in preferred programme (if = Least likely to enroll in preferred program (changed plans,
not: costs, changed plans, not accepted; similar reasons if costs, doubt about jobs; similar reasons if dropout)
dropout) " Least likely to repeat education decisions
= Least convinced that education improved employment = Less convinced that education improved employment
outlook outlook; most negative about education opportunities
= Most negative regarding employment opportunities and
transparency on available jobs
Context = High in Spain, Greece; low in United Kingdom, Sweden * Higher in United Kingdom, Portugal; low in Germany
factors = Average share academic/vocational; gender; parents’ ® Slightly biased toward women
education level; institution type; wealth = Most likely to work in private sector (if employed)
= Highest share of family paid for education " Highest share vocational

* Parents have lowest education and income
= Biggest share of public open-access education institutions

“I tried and tried, but further

education did not help me reach “I wish | had known more.”

my ambitions.”

Source: McKinsey survey, Aug—Sept 2012, 2013

Exhibit9

e

Youth who did not continue education after secondary school

Segment 6 — Non-believers(27%) 7 — Strugglers (20%)
Ambition = Less likely to pay for additional education = Least convinced that there are enough jobs for young people
= Much higher preference for vocational training and that they can easily be identified

= Would pay for more education if salary increased
* Much higher preference for vocational training

Access = Higher doubts that education prepares them for employment = Felt least well informed about fields of study and related job
= Average to high on labour-market knowledge and information opportunities following high school, including job
when compared with other segments; very high: job opportunities
opportunities = Having to work is the biggest reason to leave E2E path,
= Cost biggest reason to leave E2E path, but this is closely closely followed by costs and not finding relevant programme

followed by insufficient capacity in preferred programme/not
being admitted

Success = Often not accepted to preferred programme = Slightly below—-average job satisfaction; average time to find
" Average job satisfaction; average time to find job job
= Below average in academic achievement " Lowest in academic achievement
Context = High share in Germany * Low share in Germany
factors = Lower share in Spain, Greece, Sweden = Higher share in Spain
= Slightly more people with less than high-school completion = Slightly more people with high-school completion
= Least educated parents (same as 7) = Least educated parents (same as 6)
= Most participating in vocational training in high school = More participating in vocational training in high school
= Slightly below-average family income = Poorest segment by family income

“I need to earn my own money; even though
I would like to go further, | have no means to

“I knew enough but did not believe that
education would get me far.”

do so.” S

Source: McKinsey survey, Aug—Sept 2012, 2013
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Exhibit 10

Employers segmented through several factors:
= How often they interact with providers on developing the curriculum and training educators
= Level of interaction with other employers on the topic of skills

= Investment in training for new employees
= Level of satisfaction with new employees

Success determined via two elements:
= How easily employers find talent
= Their willingness to invest to gain the talent they need

Source: McKinsey survey, Aug—Sept 2012, 2013 (excluding Italy)

Ease of finding talent and willingness to invest

@ Addresses skill shortage
Partly addresses skill shortage

@ Does not address skill shortage

Exhibit 11

Employer segmentation (1/2)

Segment 1 - The Engaged (26%)

Finding
talent

Partnering

= Least successful in hiring skilled, motivated young

professionals

Invests more in recruiting and training to fill this gap and
therefore does not see it as a serious issue

Below-average focus on field of study, degree, and academic
standing; lowest focus on previous work experience

Most likely to provide training; most convinced of its
effectiveness, most often updates training curriculum, and
monitors effectiveness extensively

Hires people with average skill sets; comparably low on
importance across skills

More willing to pay for adequately trained hire

Most likely to partner with providers on education curriculum;
average focus on instructor training and subject offers

Highest industry-coordination level

High in Germany; low in France
Low in very small companies

Tends to interview more people per vacancy; highest
vacancy rate

“I overcome the skills gap by investing a
lot to train new hires to fit my needs, and

| work closely with providers and other
companies.”

2 -

The Stand-alones (34%)

Below-average success in hiring skilled, motivated young
professionals

Average company effect from lack of talent

Below-average focus on previous work experience; lowest
focus on field of study, institution prestige, and academic
standing

More likely to provide training; more or less convinced by
company training effectiveness; often updates training
curriculum

Hires people with lower skill sets; comparably low on
importance across skills

Less willing to pay for adequately trained hire

Less likely to partner with providers on education curriculum,
instructor training, and subject offers (and finds it least
important)

Lowest industry-coordination level

Low in Portugal
Tends to hire higher-educated people

“I invest internally to address the skill

gap, but | do this by myself.”

Source: McKinsey survey, Aug—Sept 2012, 2013
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- Exhibit 12
Employer segmentation (2/2)
Segment 3 — The disengaged (21%) 4 — The renowned (18%)
= Above-average success in hiring skilled, motivated young * Most successful in hiring skilled, motivated young
professionals professionals

Finding

® Most believes that issue will solve itself; least likely to invest * Average company effect from lack of talent
more in recruiting/training; most negative impact
on company

= Highest focus on previous work experience; above-average * Highest focus on most hiring factors, including field of study,

talent

focus on field of study and academic standing degree type, institution prestige, and academic performance;
= Least likely to provide training; not very convinced by its above-average focus on previous work experience
effectiveness; rarely updates training curriculum and * More likely to provide training; more or less convinced by its
monitors its effectiveness least frequently effectiveness; rarely updates training curriculum; monitors
= Hires people with lower skill sets (across most factors); effectiveness rather extensively
average importance across skills = Hires people with highest skill sets (across factors) and puts
= Least willing to pay for adequately trained hire highest importance across skills

= Most willing to pay for adequately trained hire

= Least likely to partner with providers on education curriculum = Most likely to partner with providers on education curriculum,
and subject offers; higher focus on instructor training (all instructor training, and subject offers (highest importance)
average importance) = Highest industry-coordination level

= Lowest industry-coordination level

Partnering

= High in Greece, France; low in United Kingdom Low in Greece, Sweden

= High in very small companies; low in large companies * High in large companies; low in very small companies
" Least likely to have hired in past 24 months * Tends to hire higher-educated people
= Tends to hire less educated people * Tends to interview more people per vacancy

= Tends to interview less people per vacancy; lowest
vacancy rate

“I am able to find the skilled labor | need,

DL W ) G G T el and | am willing to further invest and

influence my company in the future, but

cooperate with others to ensure this

it is not yet a big enough issue to act. does not change.”

Source: McKinsey survey, Aug—Sept 2012, 2013

_Exhibit13

Definitions of terms used in country summaries

Unemployment

* Someone is counted as unemployed when they do not have a job and are available for and actively seeking work.

* The unemployment rate is the number of people who are unemployed divided by the number of people who are
unemployment and the number who are employed (the active labour force)

» Total unemployment encompasses people aged 15-74

* Youth unemployment encompasses people aged 15-24

Not in education, employment or training (NEETs)

» NEETs are those not in education, employment or fraining and are aged 15-24

» Itincludes people who are unemployed and people who are inactive (they are not employed but they are not available
for or actively seeking work)

» The NEET rate is the number of youth who are not in education, employment or training divided by the total number of
youth

Education levels:

Upper-secondary

» Upper-secondary is the final stage of secondary education in most countries

» The percentage shown is the proportion of youth at the typical age of graduation from upper-secondary who have done
SO

Post-secondary non-tertiary

= Post-secondary non-tertiary is the level between upper-secondary and tertiary education. It is typically between é months
and 2 years long

= |tis split intfo academic (largely theoretical based) or vocational (practically orientated / occupationally specific)

= The percentage shown is the proportion of youth at the typical age of graduation from post-secondary non-tertiary who
have done so

Tertiary

= University education or equivalent

= |tis split info academic (largely theoretical based) or vocational (practically orientated / occupationally specific)

* The percentage shown is the proportion of youth at the typical age of graduation from post-secondary non-tertiary who
have done so
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