CHAPTER 4

1. INTRODUCTION (*®7)

Young people’s living conditions encompass
several elements, such as housing, health and
access to education and training, with labour
income being a key factor. Their income levels and
income capacity are influenced by the typical
transitions during this period, most notably the
education-to-work transition and moving out of the
parental household. Income levels of young people are
also significantly affected by household composition
and the tax-benefit system. Reliable job and income
prospects or existing wealth make it more likely for
young people to leave the parental home, establish
their own household and acquire their own home.
Conversely, those in economically insecure positions
may continue living with their parents as a coping
strategy. In addition to these age-related transitions,
income levels differ on the basis of other
characteristics, such as educational attainment,
occupational choices, work experience, employment
contracts, working time, and field of economic activity.
Young people’s income levels also depend on external
circumstances outside their control, such as gender,
parental background, or place of birth.

This chapter analyses labour and disposable
incomes of young people in the recent past,
including trends from the 2008-2009 financial
crisis through to the COVID-19 pandemic. It
examines income volatility among young people and
looks at their coping strategies in times of potential
economic distress. It also sheds light on

(*%7) This chapter was written by Jakub Caisl, Stefano Filauro and
Karolina Gralek, with contributions from the Euromod team of
the European Commission’s Joint Research Centre (JRC).
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homeownership rates and gender disparities in pay
between young people. The final section shifts
attention from outcomes to opportunities. It considers
income inequalities that are determined by external
circumstances (e.g. parental background, gender) and
tracks their development before and after the 2008-
2009 financial crisis in order to understand the
possible implications of the recent COVID-19 crisis and
subsequent recovery. The chapter provides cross-
country comparisons and refers to young people as
those aged 15-29, except where otherwise defined.
The insights from this chapter are thematically linked
to the analytical work of the ESDE review in 2017,
which dealt specifically with intergenerational fairness.

2. YOUNG PEOPLE’S LABOUR AND
DISPOSABLE INCOME: RECENT TRENDS
AND THE COVID-19 criIsIS

The share of young people’s disposable income in
total disposable income decreased by 1.5 pp on
average between 2011 and 2020 in the EU. (**%)
Their earnings and disposable income expressed as a
share of total earnings and total disposable income,
respectively, provide the first metric of young people’s

() Disposable income and the impact of tax-benefit systems were
calculated by the JRC, based on Euromod 14.0+ using the
Labour Market Adjustment (LMA) add-on. Young people are not
differentiated by their cohabitation status, and include both
individuals living with their parents and those with their own
households. While focusing on individuals neglects the
distribution of resources within the household, focusing on
households does not take into account intra-household
inequality, which is especially problematic when considering
personal characteristics such as age. This caveat should be
taken into account when drawing conclusions from these
results, as they might differ at household level and across
countries, depending on household composition.
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monetary conditions as produced in the labour market
and after the intervention of tax-benefit systems.
Between 2011 and 2020, the share of young people’s
disposable income in total disposable income
decreased in almost all Member States, with the
highest declines observed in Slovakia, Estonia and
Malta (Chart 4.1). However, it remained relatively
stable during the first year of the COVID-19 pandemic
(increasing by 0.19% in the EU on average in 2020),
indicating that income support measures had a
relatively stronger impact for young people compared
to the overall population. In the EU, on average, the
share of young people’s disposable income in total
disposable income remained below the share of their
earnings in total earnings (83% vs 10.4%,
respectively, in 2020).

The overall trend in the share of young people’s
disposable income in total disposable income is
driven by population trends, but is also affected
by income developments. (1°°) Between 2011 and
2020, the share of young people in the overall
population decreased by 10.4% on average in the EU,
with negative growth rates in all Member States
except Denmark, Sweden and the Netherlands. This
trend is projected to continue, although with marked
regional differences and a more negative impact on
young people living in rural areas. (*°°) Conversely, over
the same period, the ratio of young people’s mean
disposable income to the mean disposable income of
the total population increased by 2.2% on average in
the EU. There were positive growth rates in half of the
Member States, while the largest negative changes
were in Malta, Portugal and Luxembourg.

Tax-benefit systems supplement young people’s
market income to a significant extent. In the EU in
2019, the share of benefits in young people’s pre-tax
income (plus pensions) (°°!) was twice as high as for
the overall population, at 11% and 5.5%, respectively
(Chart 4.2). The positive impact of tax-benefit systems
is primarily driven by non-means-tested benefits and
varies across countries for young people and for the
overall population. Prior to the pandemic, young
people’s share of benefits in their pre-tax income was
highest in Denmark (30%), Sweden (19%) and Finland
(18%), but amounted to only around 5% in Croatia,
Malta, Romania and Slovakia.

(*%°) The overall trend in the share of young people’s disposable
income in total disposable income can be broken down into the
‘income part’, which constitutes the ratio of mean disposable
income of young people over mean disposable income of the
whole population, and the ‘population structure part’, which
corresponds to the share of young people in the whole

population. Young people's income share =
Total income of young Mean income of young

Total income of whole population " Mean income of whole population
Number of young individuals

Number of individuals in the whole population’

European Commission (2022a).

N]
o
=

Benefits include means-tested and non-means-tested benefits.
Pre-tax income (plus pensions) includes income from
employment, self-employment, investments, private pensions,
private transfers and contributory pensions, which are not
considered benefits here.
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Chart 4.1

Share of young people’s disposable income compared to
total disposable income has declined over time

Share of young people’s disposable income in total disposable income
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Source: JRC calculations based on Euromod 14.0+ using the LMA add-on.
Click here to download chart.

During the COVID-19 pandemic, benefits had a
stronger impact on young people than on the
overall population. The share of benefits in pre-tax
income decreased by 2.1 pp between 2011 and 2019
for young people, but was then followed by a 5.6 pp
increase in 2020, mostly driven by non-means-tested
benefits. A similar pattern was observed for the overall
population, albeit at a lower scale. During the first year
of the pandemic, the share of young people’s benefit
income in pre-tax income increased most (by 14 pp) in
Slovakia, Ireland and Greece. The humber of countries
where young people’s full disposable income (2%%)
exceeded their pre-tax income doubled during the
pandemic (from three to six Member States), while full
disposable income remained below the pre-tax income
in all countries, both before and during the pandemic,
for the overall population.

In the EU, on average, temporary reductions in
labour income for vyoung workers were
successfully cushioned by government support
schemes, such as short-time work schemes or
within-household income supports (see Chapter 3
for youth-related measures supported by the RRF).
Young people suffered a more intense impact in the
labour market (see Chapterl for the various
employment indicators) as they tended to have more
precarious contracts and lower seniority in
companies. (?°®) Unlike the last financial crisis,
however, a negative impact on young people’s income
was avoided. (%) In the absence of such large-scale
State support during that earlier recession, young
people’s income suffered a relatively larger reduction
than the rest of the population, even when controlling
for household composition. (2°°)

Full disposable income includes both means-tested and non-
means-tested benefits.

European Commission (2021).

Calculations based on Euromod 14.0+ using the LMA add-on
show that the share of young people’s disposable income over
total disposable income in the EU remained fairly constant
between 2019 and 2020, at around 8.3%.

Raitano et al. (2021).
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https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.1.xlsx

Chart 4.2
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Tax-benefit systems played a greater role in improving young people's market income

Share of disposable income in pre-tax income in 2020
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Source: JRC calculations based on Euromod 14.0+ using the LMA add-on.
Click here to download chart.

Living conditions depend significantly on
household arrangements, especially for young
people. As discussed in Chapter 2, youth is a life
period inherently marked by the transitions of leaving
the parental household and establishing an
independent household. However, these choices are is
not exogenous to monetary conditions and future
prospects. It is therefore crucial to understand how
household composition and existing policies influence
young people’s motivations to move out of the
parental household and impact their income.

The risk of poverty is higher for young people
who move out of the parental household due to
reduced parental support and income-sharing
within the household. In the EU, the average gap in
young people’s AROP rate between those who leave
the parental household and those who remain
amounts to around 6 pp, with the highest differences
in Denmark (29 pp), Germany (20 pp) and the
Netherlands (19 pp), and negative gaps in five Member
States (Chart 4.3). The gap in the poverty rate between
young people living independently and those living in
the parental household may induce many young
people to remain longer in the parental home. It also
produces endogenous dynamics. Overall, contextual
factors facilitate the process of young adults leaving
the parental home (e.g. employment prospects,
housing prices), as do individual and family factors
(e.g. current income of young adults, parental income
and wealth). Undoubtedly, some countries’ tax-benefit
incentives also play a role. However, the available data
on the living conditions of young people do not yet
capture the social consequences of rising prices (see
Chapter 1 on price developments). That impact will
largely depend on households’ expenditure structures,
which vary not only between but also within countries,
and are determined by household composition. Given
their lower disposable income compared to the rest of
the population, young people might be more negatively
affected by rising prices, further delaying their decision
to leave the parental home.

Tax-benefit systems’ incentives for a young
person to become independent differ
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@ Full disposable income

Disposable income with means-tested benefits only

Disposable income without any benefits

considerably across countries and are driven by
means-tested benefits. (°°®) Chart 4.4 compares the
incomes of specific households, showing the
percentage change in families’ disposable income
when a cohabiting family of three members splits into
two households: cohabiting parents on one side, and
the single young person moving out of the parental
household on the other. (2%7) For approximately half of
the countries, the family’s disposable income (purple
circle) remains unchanged after the young person
leaves the parental home, as the young person does
not receive any additional benefits. This is typically
because they are not eligible for any means-tested
benefits, either because the employment income
assigned is too high (2°) or minimum income schemes
generally do not cover in-work individuals (Hungary)
and/or young people (Cyprus). In Spain, the simulation
of the family split seems to lower family disposable
income, as the household will no longer be eligible for
a tax allowance for dependent children. (**®) For the
remaining countries, especially Nordic, continental and
some southern countries, the total family income
increases, due to the young person’s entitlement to

(°%) Chart 4.4 uses the Euromod-HHoT to isolate the effect of tax-
benefit policies by focusing on specific hypothetical families.
The situation of one family, formed by a young person holding
a part-time job and their full-time working parents, is
compared to two distinct situations of cohabitation: in the first,
the young adult cohabits with their parents; in the second, they
live independently (i.e. family splits into two households). The
monthly earnings of the parents are 100% and 150% of each
country-specific average gross earnings, while the young adult
eamns 30% of the same reference values. As young people are
assumed to work part-time, their full-time equivalent wage
would be 60% of the average gross earings. This is just below
two-thirds of the national average gross earnings, which is the
common threshold used by Eurostat to define low-wage
eamers. Tax-benefit rules in 2021 are simulated as in Euromod
14.0+. The results are driven by specific household selection
and should be considered a case study.

(207

Family disposable income is calculated as the sum of the
incomes of all family members, assuming full sharing of their
resources, regardless of cohabitation status.

(ZOB

Belgium, Bulgaria, Croatia, Ireland, Latvia, Lithuania, the
Netherlands, Poland, Portugal and Romania.

The consideration of dependent children is broad and includes
children up to 25 years old, cohabiting with their parents and
eaming less than EUR 8 000 annually.

(209


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.2.xlsx
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Chart 4.3

Risk of poverty among young people is higher for those who move out of the parental household

AROP rate of young people, 2020 (income reference year 2019)
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Note:  For Germany and Italy, data only available for 2019 (income reference year 2018).
Source: Calculations from EU-SILC 2020 users’ database.
Click here to download chart.

new or higher social benefits, such as social assistance
or housing-related schemes. (?19)

Chart 44
Tax-benefit systems’ incentives for young people to
leave the parental household vary between countries

Change in family disposable income (%) if young individual leaves the parental
household, 2021 tax-benefit systems
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Note:  Countries are ranked according to their percentage change in disposable income

after the young person leaves the parental home. Disposable income is also
equivalised to account for household size, using the OECD-modified equivalence
scale, implying that after the family split, overall costs increase by 25% due to
reduced economies of scale in consumption and some expenses. Results broken
down by tax-benefit components: taxes, social insurance contributions, housing
benefits, and all other benefits, excluding housing.

Source: JRC calculations based on Euromod Hypothetical Household Tool (HHoT).
Click here to download chart.

Moving out of the parental household produces
higher fixed costs for the family as a whole. In all
Member States, household splitting as a result of the
young person leaving the parental home reduces
family disposable income compared to cohabitation
(light blue circle in Chart 4.4). However, the negative
impact is lower in magnitude in those countries that
support the young adult through targeted social
benefits. For example, in Germany, France, Malta,
Finland, Czechia and the Nordic countries, the
percentage reduction in the family equivalised

(19) In France, for example, a young person living alone would
become entitled to an in-work benefit, as well as a housing
benefit, which was not the case under the previous
cohabitation status. Overall, in these countries, social means-
tested benefits (e.g. minimum income or housing benefits)
rather than taxation have in-built features that implicitly
incentivise the splitting of households and young workers living
independently.

EE
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disposable incomes after the split is approximately 12-
15%, compared to a 20% reduction in countries that
do not provide additional tax-benefit supports to the
young person.

3. INCOME VOLATILITY AND RESILIENCE

Young workers are subject to changing
trajectories in the initial phase of their careers.
Mobility and experimentation in the early career stage
can serve to develop skills, gain experience, and
improve labour market matches and lifetime income.
While flexible contracts can facilitate this process and
be the first step to job opportunities for young
workers, their prolonged use may incur high instability
(see Chapter 1 on high incidence of part-time and
temporary contracts among young people). Volatility in
labour income flows and insufficient wages associated
with precarious jobs offering first work experience (e.q.
traineeships, unpaid internships) are known to
negatively affect mostly younger segments of the
workforce. (?!!) This is less problematic if income
support mechanisms are effective at reducing the
volatility of income flows and topping up lower labour
incomes. The increasing frequency of transitions
between employment and non-employment status
(unemployment, training or education), as well as
transitions between jobs with different wages, can
bring about larger income volatility and may result in
temporary or longer-term poverty spells.

Young workers face larger labour income
volatility, both in annual terms and within the
year. (*12) In general, large month-on-month volatility
of labour income within the vyear (‘infra-annual
volatility’) puts a strain on young people in respect of
predicting their annual income capacity. This makes it
harder for them to become financially independent

(1Y) Council Recommendation of 10 March 2014 on a Quality
Framework for Traineeships available here.

(%12) Part of the volatility in individual employment income could be
due to job seasonality. To limit the impact of job seasonality on
comparability of results between young people and older
population, students are excluded from the analysis.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.4.xlsx
https://eur-lex.europa.eu/legal-content/en/ALL/?uri=CELEX:32014H0327(01)
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.3.xlsx

Chart 4.5

Individual employment income volatility is larger among young people at both annual and infra-annual level
Average over 2016-2019 (income reference years 2015-2018)
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Note:

W age 30-59 age 18-29

Employment income volatility is the squared coefficient of variation of monthly individual employment income calculated over 24 months. The squared coefficient of variation is

broken into annual volatility (deviation of average annual income from the grand average across the two years) and infra-annual volatility (deviation of monthly income from each
annual average). Employment income is employees' income (including in-kind benefits and sick benefits) plus self-employment cash income. Students and individuals with no
employment income in any of the 24 months are not included. Age refers to age in the middle of the two income reference years (i.e. at the end of the first income reference year).

Source: OECD calculations based on EU-SILC 2016-2019 users' database release in April 2021.

Click here to download chart.

and start their own household. Overall, southern and
Baltic Member States are characterised by high labour
income volatility compared to continental countries
such as Germany, Belgium, Czechia and Slovakia. The
gap in year-on-year labour income volatility
experienced by young workers (aged 18-29) and
workers aged 30+ is largest in Greece, Cyprus and
Lithuania. This is signalled by the indicator that
assesses the aggregate year-on-year variation of
labour income for workers (Chart 4.5, left-hand graph).
In turn, Greece, Cyprus and Bulgaria show the largest
difference in infra-annual volatility between young
(under-30s) and older (over-30s) workers. This could
be linked to a higher number of young people working
in precarious jobs. However, higher volatility among
young people might also be the result of a stronger
increase in income at the beginning of their careers.

Chart 4.6
Individual employment income volatility increased

among young people after the last financial crisis
Volatility over 2007-2018 (income reference years 2006-2017), EU
10
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— 30-59

18-29
Note:  Employment income volatility is the squared coefficient of variation of monthly
individual employment income calculated over 24 months. Employment income is
employees' income (including in-kind and sick benefits) plus self-employment
cash income. Students and individuals with no employment income in any of the
24 months are not included. Age refers to age in the middle of the two income
reference years (i.e. at the end of the first income reference year). EU average of
available countries (excluding Croatia, Denmark, Finland, Germany, Malta and
Sweden).

OECD calculations based on EU-SILC 20067-20198 users' database release in
April 2021.

Click here to download chart.

Source:
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Volatility generally increased for the young
population after the 2008-2009 financial crisis.
For a large majority of countries, the volatility in
labour income experienced by young people (aged 18-
29) in the aftermath of the last financial crisis
increased until 2012, at which point it began to
decrease, returning to pre-crisis levels in 2017 (Chart
4.6). Labour income volatility for older cohorts of
workers remained largely unaltered, increasing only
slightly after the crisis and declining somewhat
afterwards.

This larger volatility in the labour income of
young people is reflected in household market
income. (*!3) Without taking into account cross-
country differences in leaving the parental home and
own household formation, the fraction of young
households (?*4) in chronic poverty is particularly high
in Ireland, Spain and Italy, where more than 30% of
young households reported market income below the
poverty line (2%%) for at least 36 months in four years
(Chart 4.7). Episodic poverty spells (*'%) in market
income in Cyprus and Belgium affect more than 16%
of young households. Instability in employment
outcomes for the young population in these countries
exacerbates the poverty risk by coupling larger market

(31%) The focus is on market income before households pay taxes
and receive benefits. The impact of tax-benefit systems on
young people’s income is analysed in section 2.

(214

Due to data constraints and sample size issues, young
households are considered to be those whose household head
is 18-34 years old. The selection of households headed by
young people is not neutral. Many young people may decide to
remain under the parental household for the sake of income
sharing. Thus, young households may be both those where
young people can afford autonomy or those who are forced
(for various reasons) to leave the parental household.

The poverty line corresponds to 60% of median household
equivalent disposable income, measured on the entire
population.

(215

(216

Episodic poverty in market income is defined as having a
market household income below 50% of the median market
income for 2-11 months in four years.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.6.xlsx
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.5.xlsx
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Chart 4.7

Both chronic and episodic poverty in market (pre-tax and benefits) income are higher among households headed by

young people
Percentage of the population, 2014-2019 (income reference years 2013-2018)
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Episodic poverty, at least one short spell (2-11 months)
Note:  Poverty is measured as headcount of relative market income poverty (income before taxes and transfers below 60% of median household equivalent disposable income, measured

on the entire population). The main earner is the individual with highest employment or self-employment income, or the oldest individual if there is no earner in the household. Age
refers to age at the end of the four-year income reference period. Young households are those headed by people aged 18-34, while old households are those headed by people

aged 35-59.

Source: OECD calculations based on EU-SILC 2014-2019 users' database release in April 2021.

Click here to download chart.
income fluctuations with potentially low market
income levels.

Despite instability and lower assets, younger
people still exhibit higher levels of resilience
compared to the vrest of the adult
population. (?)”) The index of individual resilience
combines three components: the subjective evaluation
of one’s own ability to bounce back to normal after
hardship in life; personal traits (optimism, happiness,
perception of fairness, locus of control, healthy
behaviours, good self-perceived health); and the
availability of coping strategies in case of potential
economic distress (e.g. substantial drop in personal
income).

The difference in the individual resilience index
between younger and adult populations is much
more pronounced in eastern and southern Europe
(more than 169%), and more moderate in western (8%)
and northern (49%) Europe. The score is mainly driven
by the component of personal traits, with young
people being almost 30% more optimistic about the
future (and remaining more optimistic even throughout
the pandemic, as discussed in Chapter 2). While the
self-perceived bounce-back capacity is similar between
the younger and older populations, there are
differences in their coping capacity.

When faced with potential economic distress,
young people tend to rely more on their friends
and relatives, while the older population is more
likely to turn to their own resources. However,
several geographical patterns can be distinguished. In
northern Europe, young people more often take up
more paid work, start work or return to work than in
southern Europe (65% and 459%, respectively) (Chart
4.8). In eastern and southern Europe, a substantial

(?Y7) The individual resilience index was developed by the JRC. More
evidence can be found in JRC (2019) and the JRC Report on
Individual Resilience, forthcoming.

96

share of the young population does not rely on savings
(around 70%), which implies a potentially low level of
financial buffer. In addition, a substantial share of the
young population states that they ‘would not know’
how to cope in case of a substantial fall in income
(around 10%).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.7.xlsx
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Chart 4.8

Young people tend to rely more on their friends and relatives as a coping strategy
Most frequent coping strategies in case of income drop, by age, group and European region
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Source: JRC calculations based on Eurobarometer data.
Click here to download chart.
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Box 4.1: Absolute poverty and social exclusion among young people

Absolute poverty is a concept that refers to the capability to afford the necessities to participate in
society. Sometimes, young people’s living conditions may be inadequate to afford such necessities. The European
Commission’s recent pilot initiative ‘Measurement and monitoring of absolute poverty’ (ABSPO) seeks a deeper
understanding of the patterns of absolute poverty and social exclusion in the EU. () The ABSPO project explored the
feasibility of developing a sound methodology for cross-country comparable absolute poverty measurement in the
EU and produced a set of new poverty measures that can help to contextualise and complement existing indicators.

The ABSPO methodology builds on a mix of reference budget techniques and survey-based statistical
methods. It models individuals’ and households’ minimum financial needs for adequate social participation in a
customised manner. The main advantage of the so-called absolute approach to poverty measurement is that
horizontal differences in individual types, household characteristics and the living environment can be adequately
reflected in the poverty lines. As ABSPO calculations are largely based on standard household survey microdata (e.g.
EU-SILC, EU Household Budget Survey (EU-HBS)), they have yet to capture the social effects of the COVID-19
pandemic, but nevertheless reveal interesting insights into the social situation of young people up to 2019.

Chart 1

Absolute poverty among young people varies significantly across countries
Incidence of absolute poverty among young people, by Member State

Poverty rate (%)

MT IE CY BE (@ oI FRPL LU EE DE ES FI. NL SE LT IT LV DK SK EL PT HU HR BG RO EU

m Incidence of absolute poverty amoung young people (left axis) Absolute poverty among young people relative to the national rate (right axis)

Note:  Young people aged 18-29. Figures refer to 2019 and present the nationally representative rate of absolute poverty among young people, based on a number of
different data sources and methods using the so-called food-based absolute poverty lines (per Menyhert et al, 2021). The horizontal yellow line indicates whether
youth poverty is higher or lower than the corresponding national average. The figures for the EU represent the unweighted average of the relevant country-level
values. Figures for Austria are missing due to data limitations.

Source: JRC calculations based on EU-SILC 2019 users’ database release in April 2021 and EU-HBS data.

Absolute poverty among young people () ranges from a few percentage points in countries like Malta
and Ireland, to far larger proportions of the population in central and eastern Member States, such as
Bulgaria, Croatia and Romania. Chart 1 shows that poverty among young people varies considerably across countries
in relative terms, when expressed in proportion to the absolute poverty rate calculated for the national population.
More specifically, while the youth poverty rate is similar to - and sometimes even lower than - the overall poverty
rate in most eastern European countries (green circles at or below the yellow line), young people experience
significantly higher incidence of absolute poverty than older cohorts in many of the EU-15 Member States (green
circles above the yellow line). For example, the absolute poverty rate among young people is more than twice the
national average in Denmark or Finland.

The gap in living conditions across age groups tends to manifest differently in social and employment
indicators. Chart 2 shows the relevant ratios between young people and the national population, by country and
indicator type. Headline indicators of poverty and social exclusion (e.g. AROPE rate, indicators of material and social
deprivation) tend to reveal relatively small differences between the incidence of poverty and social exclusion among
young people and the national population. Gaps are often very pronounced in terms of absolute poverty, but these
are most evident in Nordic and continental countries, while significant gaps in the employment rate are visible in
southern and eastern Member States. ()

() The ABSPO project was launched by DG EMPL and implemented by the JRC. Its final report was published in December 2021
and is available here.

(%) For this box, young people refers to those aged 18-29.

() In the EU, material social deprivation is 12% lower and the AROPE rate is 12% higher among young people compared to
national populations, on average. The corresponding EU-level ratios are 1.24 for AROPE and 1.66 for unemployment.

(Continued on the next page)
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Box (continued)

Chart 2

Absolute poverty and employment indicators point to higher gaps in living conditions between young people
and the overall population
Social situation of young people compared to the national population

@ Absolute poverty AROPE

Unemployment Material and social deprivation

Note:  Young people aged 18-29. The relevant figures are based on ABSPO calculations and EU-SILC micro data referring to 2019.
Source: JRC calculations based on EU-SILC 2019 users’ database release in April 2021 and EU-HBS data.

Youth unemployment is up to three times higher in Italy and Romania than in the population at large,
and represents an important social policy challenge. In other countries, such as Denmark, Finland and the
Netherlands, the gap between younger and older cohorts is more pronounced in absolute poverty and AROPE rates,
especially among households with younger heads.

Youth poverty rates and other living conditions’ indicators correlate with household composition at
country level. Member States differ considerably in the share of young people living in independent households
(see Chapter 2, on timing of leaving the parental household). Around two-thirds of young people live independently
of their parents or families in northern Europe, while the share of multi-generational households still exceeds 80%
in many southern and eastern European Member States. Those countries where the transition out of the parental
household towards individual independence is encouraged by cultural norms and policy incentives display higher
poverty and social exclusion among the young population (Chart 3). There are different tax-benefit incentives to
move out of the parental household and live independently. Cross-country comparisons should therefore be

undertaken cautiously, as the proportion of young living independently varies significantly by Member State (see
discussion in Chapter 2).

Chart 3
Countries with earlier transition out of parental household display higher poverty and social exclusion among
households headed by young people

Incidence of absolute poverty among young people living in independent households
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Share of young people living in households with young head

Note:  Figures refer to 2019 and present the nationally representative rates of absolute poverty among young people (aged 18-29) in general, and young people living in
households led by young heads in particular. The poverty concentration values on the vertical axis are calculated based on the (food-based) absolute poverty lines (per
Menyhert et al, 2021) and express the ratio between youth poverty in households with young heads and the overall youth poverty rate in a given country. Figure for
Austria is missing due to data limitations.

Source: JRC calculations based on EU-SILC 2019 users’ database release in April 2021 and EU-HBS data.
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Chart 49

Young people face higher house price-to-income ratios
Years of individual mean disposable income needed to buy a 100 m2 apartment, 2020
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Source: JRC calculations of individual mean disposable income, based on Euromod 14.0+ using the LMA add-on, European Commission Housing Price Database.

Click here to download chart.

4. HOMEOWNERSHIP

Income inequality and volatility are the main
drivers of the decrease in homeownership rates
among younger households. (*!%) Over time, young
people have experienced a progressive decline in
homeownership rates. Due to their lower disposable
income compared to the overall population, young
people face more sizeable house price-to-income
ratios in many countries. In all Member States, young
people need more years of individual mean disposable
income (**°) to acquire a 100 m2 apartment compared
to the overall population, with the most pronounced
differences in Greece, Luxembourg and Spain (Chart
4.9). The housing cost overburden (%%°) is also higher
for young people (aged 20-29) in many countries and
increased at double the rate for the overall population
in the EU on average in 2020. Differences in the
housing cost overburden between young people (aged
20-29) and the overall population are greatest in
northern and western Europe. This could be linked to
the earlier age of young people leaving their parental
home in those countries. At the same time, higher
income volatility discourages young people from
seeking a mortgage and decreases their likelihood of
moving out of the parental home. (2!) Over time, this
has resulted in a progressive decrease in
homeownership rates among young people.

(?*®) Paz-Pardo (2021).

(?1%) This indicator uses the individual mean disposable income,
calculated by the JRC from EU-SILC data. Young people are not
differentiated by cohabitation status and include both
individuals living with their parents and those with their own
household. While focusing on individuals neglects the
distribution of resources within the household, focusing on
households does not take into account intra-household
inequality, which is especially problematic when considering
personal characteristics such as age. This caveat should be
taken into account when drawing conclusions from these
results, as they might differ at household level and across
countries, depending on household composition.

Measured as the percentage of the population living in
households where the total housing costs (‘net’ of housing
allowances) represent more than 40% of disposable income
(‘net’ of housing allowances).

(%2') Becker et al. (2008).
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House price increases have worsened housing
affordability for young people. Research shows
that elevated house prices have reduced the
probability of becoming a first-time homeowner. (?2?)
In the EU, house prices have been accelerating since
Q3 2016 and reached a year-on-year average growth
rate of 10.0% in Q4 2021. They have substantially
outpaced the fundamental values in many countries in
recent years, with 14 Member States experiencing an
overvaluation gap of at least 10% in 2020, compared
to only six Member States in 2019. (?%*) At the same
time, house prices have increased at a faster pace
relative to mean disposable incomes in many countries
in recent years. This effect is particularly pronounced
for young people, given their lower mean disposable
income compared to the overall population (see
section 2).

Lower homeownership rates for young people
contribute to their lower accumulated
wealth. (??*) The tighter mortgage conditions (e.q.
higher required loan-to-value and loan-to-income
ratios) that were introduced after the 2008-2009
financial crisis pose an obstacle to today’s young
people in getting a mortgage compared to earlier
cohorts. (%°) That missing housing wealth does not
seem to be fully compensated with higher financial
wealth for younger households. (22°) The difficulties for
young people in accessing the housing market due to
increasing house prices, as well as lower and more
volatile labour and disposable income, means that
they tend to postpone their decision to leave the
parental home or start their own family compared to
the older generations. (%) This could also imply a later
start of wealth accumulation compared to earlier
cohorts. Wealth has become more unequally
distributed among young adults in recent years. (?%8)
While downward mobility remains less likely, it is now
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Laeven and Popov (2016).

European Central Bank (ECB) data.
Paz-Pardo (2021); Paz-Pardo (2022).
Whitehead and Williams (2017).
Paz-Pardo (2022).

Laeven and Popov (2016).

Dewilde and Flynn (2021).
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https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.9.xlsx

Chart 4.10
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Differences in characteristics of young workers explain little of the gender pay gap at EU level

Gender pay gap adjustments for characteristics of people aged 25-29, 2018

m Explained GPG

Note:

Unexplained GPG

= Unadjusted GPG

The unadjusted gender pay gap refers to the percentage difference in gross hourly pay of young women and men before adjusting for the average differences in their

characteristics. The explained gender pay gap refers to percentage difference in hourly pay of women and men due to differences in their average characteristics, while the
unexplained pay gap captures pay differences that remain after adjusting for the characteristics of women and men.

Source: Eurostat calculations, based on 2018 structure of eamings survey (SES) data.
Click here to download chart.

more difficult for young people — especially those with
a disadvantaged socioeconomic background — to enter
the middle class, for which homeownership is a
traditional characteristic. (%*°)

Housing policies might alleviate the difficulties
associated with own household formation and
homeownership for young people. (**°) Young
people tend to leave the parental home earlier in
countries that have high mortgage debt, high levels of
social rented housing, tax relief for ownership, low
buyers' transaction costs and high residential mobility.
Some European countries offer support to young first-
time buyers with a mortgage deposit, in the form of
State guarantees, interest subsidies, or grants and
savings schemes. (*)

5. GENDER PAY GAP

Gender inequalities in workers’ pay are a
widespread, persistent feature of the EU labour
market. (**2) Women account for slightly more than
one-third of overall earnings from work in the EU. Both
their average monthly and hourly salaries tend to be
lower than those of men, regardless of differences in
personal characteristics and work settings. Women
tend to earn less even at early stages of their
professional careers, with pay differences growing as
their careers progress. Such inequalities can be
measured in a number of ways. In the EU, this is often
done through the gender pay gap indicator, which
compares the gross hourly earnings of women and
men at work. (*%)

OECD (2019).
Flynn (2019).
OECD (2019).
EIGE (2019); EIGE (2021).

More specifically, the gender pay gap is defined as the
difference between average gross hourly earmnings of male and
female employees as a percentage of male gross earnings
(definition used in the Social Scoreboard of the European Pillar
of Social Rights).
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A diverse range of factors contribute to the
gender pay gap, with the weight of individual
factors often changing with age. (***) Some can be
important on entry into the labour market, including
gender segregation in educational fields, occupations
and economic activities, opaque wage structures,
undervaluation of women’s work, differences in wage
bargaining attitudes, and various forms of gender
stereotyping and discrimination. Others become
important later on, such as the disproportionate share
of caring responsibilities shouldered by women, their
underrepresentation in senior positions, and their
overrepresentation in part-time work. This section
presents key findings from a recent analysis that
adjusts the gender pay gap among young people (aged
25-29) (**) for differences in average characteristics
of women and men. (%)

The gender pay gap for young workers was 7.2%
in the EU in 2018, around half of the pay gap for
the overall population. The size of the gender pay
gap among young people varied considerably by
country. While young men earned at least 12% more
per hour than young women in Bulgaria, Estonia,
Latvia and Slovakia, young women had higher hourly
pay in the Netherlands (by 1.5%), Greece (3.5%), and
Luxembourg (8.6%).

At EU level, only a small proportion of the
gender pay gap among young workers results
from differences in characteristics of women
and men (ie. gender differences in educational
achievement, occupational choices, job experience,
type of employment contract, working time, field of
economic activity, and employer characteristics).
Adjusting for differences in worker characteristics only
accounts for around 0.5 pp of the 7.2% gender pay
gap among young workers. This is a much lower
proportion than for the overall population, where

(>%) EIGE (2021); Eurostat (2022).
(*) In this section, young people are those aged 25-29.
(**®) European Commission (2022b).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.10.xlsx
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Chart 411

Young men earn more because they work in higher-paid economic activities;, young women earn more because they

are better educated
Decomposition of the explained gender pay gap for people aged 25-29, 2018

H Education Occupation Working time

Source: Eurostat calculations, based on 2018 SES data.
Click here to download chart.

roughly one-fifth of the gap is explained by such
adjustment. (%*7) Nevertheless, differences in
characteristics of young workers explain a sizeable
proportion of the gender pay gap in several Member
States, accounting for more than 5 pp of the gap in
Luxembourg, Denmark, Ireland, France, Austria and
Portugal (Chart 4.10).

The low proportion of the explained pay gap
hides certain differences in the characteristics
of young women and men that lead to sizeable
gender differences in pay, but operate in different
directions. At EU level, 3.2 pp of the gender pay gap
results from young men working more often in fields
of economic activity with higher hourly pay than
women (see Chapter 3 on gender gaps in digital
intensity of work and gender segregation in science,
technology, engineering and mathematical
occupations). This is roughly similar to the effect
observed in the overall population (3.7 pp), ()
suggesting that segregation in fields of economic
activity plays an important role right from the start of
women’s and men'’s careers (Chart 4.11). This is in line
with findings from other studies, which highlighted
that career aspirations and choices of educational
fields differ strongly by gender, even prior to entering
the labour market. (**®) Segregation in fields of
economic activity contributes to a higher gender pay
gap in all Member States except Ireland, Greece,
Cyprus, Luxembourg and the Netherlands.

Differences in educational attainment favour
young women’s hourly pay compared to that of
men. In the absence of effects of other factors, the
higher average educational attainment of women
would result in women earning 2.5% more per hour
than men at EU level. The effect is stronger than for
the overall population, where women would earn 1%
more than men based solely on differences in average
educational attainment. (*°) This reflects longer-term

237) Eurostat (2022).

Eurostat (2022).
For example, McNally (2020); EIGE (2018).
Eurostat (2022).
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M Private/public control ~ mOther = Explained GPG

trends in education, with higher rates in tertiary
education and lower early school leaving rates for
young women compared to young men. The
differences in educational attainment reduce the
gender pay gap in all Member States except Belgium.

The role of other characteristics in explaining
the gender pay gap for young people is more
ambiguous. At EU level, occupational differences
between young people would, in the absence of effects
of other factors, result in slightly higher hourly pay for
women (by 0.8%). In fact, occupational differences
reduce the gender pay gap by 1 pp or more among
young people in 17 Member States. In Austria, Cyprus,
France, Ireland, the Netherlands and Sweden, such
differences increase the gender pay gap by 1pp or
more, contributing to higher pay for young men. A
similarly mixed pattern can be observed for the
population overall. Other characteristics, such as
working part-time, working in a private or public
enterprise, work experience, type of employment
contract, enterprise size, and geographical location of
enterprise, only apply in a limited number of countries
or play a limited role in explaining the gender pay
differences for young workers and for the overall
population.

6. INEQUALITY OF OPPORTUNITY

Although income inequality did not rise
substantially during the COVID-19 crisis, the
pandemic has exposed many other challenges
and inequalities in education, household wealth
and access to services. (**!) Inequalities in current
outcomes (such as earnings and income) may be
traced back to inequality in opportunities available in
early childhood. These opportunities may refer to
different experiences of household wealth, education
opportunities and access to services in early childhood.
If the EU is to achieve long-term sustainability and
inclusiveness in the post-COVID-19 recovery, specific
groups must not be exposed to disadvantaged

(**Y) European Commission (2021).


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.11.xlsx
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Box 4.2: Inequality of opportunity — methods and data

Inequality in a specific outcome can be empirically distinguished between those inequalities linked to
effort or choice versus those inequalities linked to initial conditions or early circumstances acquired at
birth or young age. (}) In line with previous studies, (?) the circumstances analysed are: parental background
(parental education and occupation), gender, place of birth, and family composition in early age. The main
methodological challenge is to quantify the part of income inequality attributable to these external circumstances.
Studies propose different approaches and methodologies to measure the degree of inequality of opportunity in
different dimensions of well-being. (%)

In the following analysis, income is hypothesised to be exclusively determined by circumstances and
effort, assuming that all individuals have the same circumstances and thus can obtain the same income level with
the same effort. Empirically, inequality of opportunity can be assessed as the inequality in the distribution of income
if it was uniquely determined by these circumstances. This requires a suitable counterfactual distribution, Y(C).

The counterfactual distribution is obtained parametrically from OLS estimates of income over the exogenous
circumstances acquired at birth that are known to determine income levels:
Yi=BCi+ei.

Inequality of opportunity is measured as the inequality measure /(Y(C)) applied to the distribution of the predicted
values ¥;, where ¥; = C;. The indicator of inequality of opportunity is then considered the inequality associated with
this counterfactual distribution. This is known as an ‘absolute’ indicator of inequality of opportunity.

In the following analysis, the inequality indices used are: the Gini coefficient and the mean log deviation
(MLD), the latter satisfying desirable decomposition properties. The data are from EU-SILC ad hoc modules on the
intergenerational transmission of disadvantage, available for 2005, 2011 and 2019.

The general analysis is carried out for the overall population (aged 25-60) on disposable income, while
the focus on inequality of opportunities among full-time young workers (aged 25-30) is carried out on
labour income to emphasise how the labour market remunerates young workers’ circumstances differently.

There are two caveats: the effect of these circumstances on income is modelled as linear and
additive, () and the selection of circumstances depends on data availability (EU-SILC user database) and is
far from exhaustive. Other traits acquired in young age for which data are not available also determine future
income capacity. The indicator of absolute inequality of opportunity should therefore be understood as a lower

bound of true inequality of opportunity.

Roemer (1998).

Checchi et al. (2016).
Fleurbaey and Peragine (2013).
Niehues and Peichl (2014).

N

conditions and opportunities, nor should individual
characteristics acquired at birth be allowed to
determine future outcomes.

Current inequalities may be regarded as unfair if
they stem from external circumstances. (**?) For
example, income inequalities linked to parental
background, gender and country of birth deviate from
the principle of merit, as they depend on
circumstances outside individual control. Indicators of
inequality of opportunity assess the extent to which
these circumstances produce unequal distributions of
earnings or income. It is noteworthy that some
circumstances influencing current income inequality
(e.g. parental background) fundamentally affect the
upbringing of individuals and have long-lasting effects
(see Chapter 5 on the impact of parental background
on the participation of children in early childhood

(%%?) Conversely, inequalities are more acceptable where they are
the result of individual effort or choice.
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education and care (ECEQ)). (**3) However, the extent to
which these circumstances produce unequal incomes
depends on a wide set of more recent policies, both
pre-market and post-market. The role of each of these
circumstances can be assessed separately, allowing
the analysis to contextualise specific policies and shed
light on their degree of success in reducing overall
inequality of opportunity. (2*4)

The vrole of external circumstances in
determining unequal outcomes has remained
fairly constant in Member States with low

(**) For policy purposes, indicators of inequality of opportunity can
also address intergenerational aspects by focusing on current
inequalities among children. Recent indicators of inequality of
opportunity adopted by the Indicators’ Subgroup of the Social
Protection Committee include the gap in the child at-risk-of-
poverty rate or the percentage of PISA low achievers for 15-
year-olds by parental socioeconomic characteristics.

(244

For example, if the effect of gender in determining unequal
incomes declined over time, it could be related to female-
friendly labour market policies, etc.


https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=197
https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=197
https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=196
https://ec.europa.eu/social/main.jsp?catId=818&langId=en&id=196
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inequality of opportunity. The indicator of
inequality of opportunity summarises the level of
inequality in disposable incomes if they were
determined only by gender, parental background,
country of origin and family composition. As the
indicator of inequality of opportunity is calculated as
the MLD, the higher its value, the higher the measured
inequality of opportunity. The Nordic countries,
Germany, Austria, France, Czechia and Slovakia are
characterised by low inequality of opportunity
(indicator close to zero). In other words, gender,
parental background and country of birth do not
contribute to large inequalities in disposable income in
those Member States. In general, inequality of
opportunity in the EU seemed to remain constant
between 2005 and 2019, except in Sweden. Previous
research correlates the reduced impact of these
circumstances, especially family background and
country of birth, with education expenditure
(particularly pre-primary education expenditure), which
can be effective for pre-market outcomes. (**°) Once
individuals enter the labour market, (>4¢) other factors
such as labour policies and institutions may contribute
to mitigating inequality of opportunity.

Member States with a high inequality of
opportunity display heterogeneous trends. Unlike
low inequality of opportunity countries, those countries
where circumstances determine high inequality in
disposable income in 2005 show quite distinct
patterns. Portugal, Belgium, the Baltic countries,
Ireland and Poland all reduced their inequality of
opportunity between 2005 and 2019 (Chart 4.12). By
contrast, countries above the 45° (green dashed) line —
some southern European countries, Sweden and
Luxembourg — had higher inequality of opportunity in
2019 than in 2005, with these circumstances
determining more unequal income distributions over
time.

Inequality of opportunity changed substantially
between 2005 and 2011 for countries with high
inequality. While the indicator of inequality of
opportunity does not indicate radical changes for the
2011-2019 period (except for an increase in Romania
and Sweden), it shows different trends across EU
countries after the 2008-2009 financial crisis (Chart
4.13). More specifically, an increase in the indicator
materialised after the 2009 crisis in Spain, Greece and
Luxembourg. This implies a larger impact of external
circumstances in determining income inequality in
those countries. Similarly, during that same period, the
indicator improved for some Baltic countries, Portugal
and Belgium. This suggests that periods of economic
recession seem to prompt larger changes in inequality
of opportunities, at least in high inequality of
opportunity countries. Deteriorations or improvements
in the indicator are clearly linked to policy action to
mitigate the role of gender, parental background and

(?*) Checchi et al. (2016).

(%) Integration in the labour market is also dependent on the same
set of circumstances.
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country of origin in shaping inequality. At first glance,
however, the worsening of the indicator of inequality
of opportunity in Greece and Spain, and partially in
Italy and Austria, seems to suggest that recessions
have a negative impact.

Chart 4.12
Where inequality of opportunity was low in 2005, it
remained generally low in 2019
Indicator of inequality of opportunity (absolute), 2005 and 2019
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Note:  The indicator of inequality of opportunity is the MLD of the estimated distribution
of household disposable income as determined by external circumstances:
gender, parental occupation, parental education, country of birth and family
composition. 2005 data not available for Bulgaria, Romania and Croatia.
DG EMPL and external collaborators' calculations, based on EU-SILC 2019 users'
database from ad -hoc module on “intergenerational transmission of
disadvanatages, household composition and evolutions of income™ and EU-SILC
2005 ad -hoc module on “intergenerational transmission of poverty”.

Source:

Click here to download chart.

Parental background is a key factor in
determining inequality of opportunity. Parental
background, especially parental education, is the
principal circumstance that triggers inequalities in
household income in the EU. The combined role of
parental education and occupation explained 75% of
the overall inequality of opportunity indicator in the EU
in 2019 (Chart 4.14).(**’) This clearly reflects the
likelihood that high-education and high-occupation
parents have better capacity to assist their children in
their educational paths and can positively influence
their future outcomes (see Chapter 5 on the impact of
parental background on the participation of children in
ECEC). However, the impact of parental background on
income inequality differs from country to country. On
average, it is lower in countries with lower NEET rates,
possibly due to more effective labour market policies
that facilitate the integration of young people into the
labour market. The premium of being born in the
country of residence or in the EU versus those born in
non-EU countries appears larger in those countries
where the share of migrant population is larger, such
as Austria, Sweden, Denmark and Spain. (2%8)

(**7) Among the circumstances available from the EU-SILC for this
analysis, i.e. gender, parental education, parental occupation,
country of birth and family composition.

(*) Given that birthplace only distinguishes between native and
non-native, this result captures the composition effect of the
migrant population, which differs across the Member States.


https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.12.xlsx

Chart 4.13
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Inequality of opportunity changed in a number of countries after the last financial crisis

Indicator of inequality of opportunity (absolute), 2005, 2011 and 2019
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The indicator of inequality of opportunity is the MLD of the estimated distribution of household disposable income as determined by external circumstances: gender, parental

occupation, parental education, country of birth and family composition. 2005 data not available for Bulgaria, Romania and Croatia.

Source: DM EMPL and external collaborators' calculations, based on EU-SILC 2005, 2011 and 2019 ad -hoc modules on intergenerational transmission of disadvantages.

Click here to download chart.

Inequality of opportunity among young workers
shows considerable heterogeneity across
countries. A focus on the extent to which
circumstances determine labour income inequalities
for young workers (aged 25-30) show a country
ranking for 2019 that is relatively similar to that
observed for the overall population. (*°) Circumstances
result in @ more unequal labour income distribution in
some eastern European countries (Hungary, Bulgaria,
Latvia and Lithuania), while they have less influence
on the labour income distribution of young people in
the Netherlands, Slovakia, Finland and France.

Parental education and gender are crucial
circumstances in determining labour income
inequality among young people. Their relative
contribution stood at over 30% and 20%, respectively,
of the overall circumstances considered conducive to
labour income inequality across the EU in 2019 (Table
4.1). The role of these circumstances varied over time.
While the impact of gender and country of birth
seemed to decrease between 2005 and 2019 (by
3.2 pp and 0.9 pp, respectively), being born into a high-
education household became even more prominent in
determining labour income inequalities in 2019 (by
4.0 pp). The risk is that in post-crisis years, inequalities
in labour income for young workers may be influenced
to an even greater extent by their parental
background. That was evident after the 2008-2009
financial crisis, with tertiary education and better
networks more accessible to young people with high-
education and high-occupation parents. The role of
gender declined between 2005 and 2011, but

(*) The two figures of inequality of opportunity for the overall
population (aged 25-60) and young workers (aged 25-30) are
not immediately comparable. In the former case, inequality of
opportunity is calculated on household disposable income,
while for young workers it is calculated on individual labour
income. Individual labour income is preferred to household
disposable income for the analysis of young people due to data
limitations (the sample of households headed by people aged
25-30 is too thin) and shifting focus, i.e. for the young
population that has just entered the labour market, it is
relevant to assess how the labour market remunerates
circumstances before tax-benefit intervention.

appeared to rise again in the wake of the financial
crisis (2011-2019). ()

Table 4.1

Parental education and gender are crucial circumstances
in determining labour income inequality for young
people but their role has changed over time

Average contribution of each circumstance (%) and variation over time for inequality of

opportunity in gross labour income across young individuals, aged 25-30, working full-
time, at EU level

Average Country Parental Parental Family
e Gender A ) ) L
contribution of birth education occupation composition
2005 268% 8.9% 31.5% 19.1% 13.3%
2011 173% 9.5% 31.2% 25.8% 14.2%
2019 236% 8.0% 35.6% 19.0% 13.8%
Average Gender Country Parental Parental Family
change (pp) of birth education occupation composition
2005-2019 -3.2 -0.9 40 -0.1 06
2005-2011 -95 06 -03 6.7 09
2011-2019 63 -15 43 -6.8 -0.3
Note:  The indicator of inequality of opportunity is the MLD of the estimated distribution

of individual labour income of young workers (working full-time, aged 25-30)
determined by external circumstances: gender, parental occupation, parental
education, country of birth and family composition. 2005 data for available for
Bulgaria, Romania and Croatia.

Source: DG EMPL and external collaborators' calculations, based on EU-SILC 2005, 2011
and 2019 ad -hoc modules on intergenerational transmission of disadvantages.

Click here to download table.

(%) The increasing role of gender as a circumstance conducive to
labour income inequality among young people may depend on
female participation rates. In the first period analysed (2005-
2011), young women in low-paid jobs may have become
inactive or unemployed, exiting the sample of young workers
and potentially reducing the role of gender as a predictor of
labour income inequality.
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Chart 4.14

Parental background is a key factor determining inequality of opportunities
Indicator of inequality of opportunity (absolute): relative contribution of circumstances. 2005, 2011 and 2019
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The indicator of inequality of opportunity is the MLD of the estimated distribution of household disposable income determined by external circumstances: gender, parental

occupation, parental education, country of birth and family composition. 2005 data not available for Bulgaria, Romania and Croatia.
Source: DG EMPL and external collaborators' calculations, based on EU-SILC 2005, 2011 and 2019 ad -hoc modules on intergenerational transmission of disadvantages.

Click here to download chart.

7. CONCLUSIONS

This chapter examined the living conditions of
young people in the EU, with a focus on income
as a key determinant. Prior to the COVID-19 crisis,
the disposable income of young individuals had
decreased more strongly than that of the overall
population, with young people more dependent on
benefits. The decrease in the share of young
individuals’ disposable income in total disposable
income was largely driven by a drop in the number of
young people rather than a lower mean income ratio
among young people. The large-scale income support
measures adopted during the pandemic successfully
cushioned the negative effect on young people’s
disposable income and had a relatively larger impact
for young people than for the overall population. As a
result, the share of young people’s disposable income
in total disposable income remained relatively stable
in 2020.

Immediately prior to the COVID-19 crisis, labour
income volatility was significantly higher for
young people than for other workers. This likely
reflected increasing transitions out of employment into
training and education, as well as growing labour
market instability. Households headed by young people
were subject to higher rates of episodic poverty, infra-
annual poverty and chronic poverty, although with
marked differences across Member States. Young
people are more vulnerable in times of economic
distress, as their coping strategy is to rely more on
their family and friends, with limited options to draw
on their own existing savings. Ensuring smooth
transitions and guaranteeing predictable income flows
are particularly relevant in the current recovery phase,
which is characterised by higher economic reallocation
and changing employment patterns. Accordingly, the
European Parliament has called for the fair
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remuneration of internships, traineeships and

apprenticeships in the EU labour market. (%°1)

Higher income inequality and volatility explain
the biggest part of the decrease in
homeownership rates among young people. Their
ability to afford housing and accumulate wealth has
worsened in the context of increasing house prices,
with housing costs imposing a disproportionate burden
on young people. Intergenerational differences have
been further exacerbated by the tighter mortgage
conditions that were introduced after the 2008-2009
financial crisis. Although some Member States provide
tax-benefit incentives to leave the parental household
and offer support to acquire a first home, more
targeted measures are needed to facilitate young
people to move out of the parental household and
purchase their own home, especially for those with
disadvantaged socioeconomic backgrounds.

Gender inequalities in pay emerge at early
stages of people’s careers. In the EU labour market,
young women face a 7.2% unadjusted gender pay gap
at the start of their professional careers, which
amounts to approximately half of the pay gap among
all  workers. Differences in average worker
characteristics only account for a marginal share of
the pay gap at EU level, although the situation varies
considerably from country to country. The low
proportion of the explained pay gap obscures certain
differences: young men tend to earn more because
they work in higher-paid economic activities, whereas
young women tend to earn more because they are
better educated. The importance of taking the needs
of young women into account when addressing the
gender gap has been highlighted by the European
Parliament Resolution on the Youth Guarantee (**?)
and the recent Commission proposal for a Directive to

(1) European Parliament Resolution of 8 October 2020 on the
Youth Guarantee (2020/2764(RSP)) available here.

(*?) European Parliament Resolution of 8 October 2020 on the
Youth Guarantee (2020/2764(RSP)) available

here.https://www.europarl.europa.eu/doceo/documen
t/TA-9-2022-0045_EN.html


https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2021.395.01.0101.01.ENG
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2020-0267_EN.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2021.395.01.0101.01.ENG
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0045_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0045_EN.html
https://ec.europa.eu/employment_social/empl_portal/publications/Esde2022/xls/Chap4/Chap4-Chart-4.14.xlsx

strengthen the application of the principle of equal pay
for equal work. (**®) The Council has also drawn
attention to called for the need to integrate positive
actions and targeted measures to tackle poverty and
promote social inclusion of women at risk of poverty
and discrimination, notably young women, women
NEETs and women from marginalised groups. (°4)

Inequalities of opportunity refer to
circumstances acquired at birth or at a young
age and for which the individual has neither
responsibility nor control. Being a woman, being
born in a non-EU country, or growing up in a low-
income household should not influence an individual’'s
position in income distribution, yet the reality shows
that these factors influence inequality. Recent
evidence shows that circumstances outside individual
control determined larger inequality after the last
financial crisis (in 2011) compared to 2005. The
indicator of inequality of opportunity remained stable
in 2019, albeit with strong heterogeneity across
countries. This reflects the opportunity for public
policies to counter the negative impact of external
circumstances in  determining people’s income
capacity. Parental background requires particular
attention, as it is the main driver of inequality of
opportunity. This is all the more important in the post-
COVID-19 recovery period, which risks an increase in
inequality of opportunities in countries with high
inequality, as experienced after the last financial crisis.

(%*3) Proposal for a Directive of the European Parliament and of the
Council to strengthen the application of the principle of equal
pay for equal work or work of equal value between men and
women through pay transparency and enforcement
mechanisms (COM/2021/93 final) available here.

Council Conclusions of 8 December 2016 on Women and
Poverty available here; Council Conclusions of 3 March 2017 on
Enhancing the Skills of Women and Men in the EU Labour
Market available here.
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