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Introduction
Youth and the Labor Market

»Young individuals are a vulnerable group in terms of labor market
indicators. (Bassi and Galiani, 2009)

» Higher unemployment

» Lower labor force participation (not totally linked to higher
education – greater proportion of no-work – no-study group)

» Lower employment rates

» High informality / low quality jobs

» In the last two decades, labor market indicators of young adults in
Latin America do not show noticeable improvement despite significant
progress in education attainment



Introduction
Youth and the Labor Market

»This may be pointing to problems in quality of education

» Do schools provide skills students need for a good labor market
performance?

» Studies for Latin America are quite scant and the data really limited

»The IDB is developing a research agenda to analyze school-to-work
transition issues, trying to identify if there is a gap between the skills
provided by the schooling system and those relevant to the labor
market.

» In that context, in 2008 we developed a survey to young adults in
Chile to study the factors behind their labor market insertion and
trajectories (Employment Dynamics of Young People Survey –
EDYPS).



Introduction
Youth and the Labor Market

» This paper uses the EDYPS (2008) to answer the following four
questions:

» Question 1 - Educational outcomes: What factors contribute to
the decision to continue studying after high-school?

» Question 2 – School-to-work transition: Does long
unemployment before the first job have long lasting costs?

» Question 3 – Employment dynamics: What factors determine
stable job trajectories?

» Question 4 – Do skills matter?
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Survey Description

» The sample consists of 4.497 individuals of 25 to 30 years old

» It has national urban coverage

» It includes retrospective questions that allow the reconstruction of the
individuals’ educational and labor market trajectories

» It has complete information about socioeconomic characteristics of
the individual and his/her household

Measures of cognitive and non-cognitive skills



Survey Description
Skills Measures

» Cognitive skills included in the survey are:

 Metacognitive strategies: Decisions on how to plan, evaluate and adjust their own
learning process.

 General Intellectual Ability: Measures of logic reasoning – Use of Raven matrices

» Non-cognitive skills included in the survey are:

 Self efficacy: Individual’s perception about own capacity.

 Social Abilities: Problem solving, leadership, communication skills.



Survey Description

Sample Comparison with CASEN 2006
EDYPS2009(IADB) CASEN 2006(Midplan) Difference

4,497 13,771

27.45 27.40 0.06

Male 49.73% 49.93% 0.00
Female 50.27% 50.07% 0.00

Single 56.1% 49.3% 0.07 ***

Married 21.5% 25.9% -0.04 ***

Concubine 18.7% 21.0% -0.02 **

Separated 3.2% 3.6% -0.00
Divorced 0.3% 0.1% 0.00 **

Widow/widower 0.1% 0.1% -0.00

HHsize (n°of people) - malesinterviewees 4.40 4.41 -0.01
4.82 4.46 0.36 ***

Himself- malesinterviewees 35.4% 30.9% 0.04 ***

Mother/Father- malesinterviewees 42.5% 48.9% -0.06 ***

Herself- femalesinterviewees 13.9% 8.9% 0.05 ***

Mother/Father- femalesinterviewees 35.7% 43.4% -0.08 ***

Basic 9.4% 10.2% -0.01

Technical/Professional Tertiary 15.9% 14.0% 0.02
University 27.6% 24.0% 0.04 *

Post-graduate 1.3% 1.5% -0.00

Works in apaid job~ 55.0% 69.1% -
Doesnot work, but hasajob 3.5% 1.3% -
Looksfor job 15.3% 7.0% -
Household duties 17.5% 10.6% -
Studies 7.7% 5.5% -
Disabled to work 0.3% 1.1% -
No activity 1.2% 5.4% -

Employer 4.9% 1.5% -
Self-employed 10.5% 11.8% -
Employee/worker 80.4% 81.1% -
Trainee 0.4% - -
Housekeeper 1.7% 3.2% -
Family work 0.3% 0.7% -
Military service 0.2% 1.8% -
Other 1.8% - -

-0.04 **49.6%

Labor
Market
Situation~

Type of
Job~

45.9%
Education

High School

N°Obs. YoungAdults(25-30years) inurbanarea

Age (years)

Gender

Marital
Status

HHsize (n°of people) - femalesinterviewees

Head of
Household



Survey Description

Sample Comparison with CASEN 2006

» The CASEN 2006 includes 13.700 individuals of 25 to 30 years of age

» For most of the variables, the estimated means are not statistically different
(between the two samples)

» In terms of education level, the EDYPS has a slight overrepresentation of

university graduates in detriment of high-school graduates

» Labor market indicators are not strictly comparable between surveys because
of how the questions are formulated. Also these are more responsive to

changes in the economic cycle.

» Overall, the EDYPS does not have systematic biases despite smaller sample
size
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What determines educational trajectories?

» Gender and trends: Proportionately, less women continue studying after
high-school than men (39% versus 50%). Comparing the three cohorts
included, there is a rapid increase in the proportion of graduate students (47.6%
and 37.4% of men and women, respectively, in cohort 1 -29 and 30 years old-
versus 54.9% and 44.5% in cohort 3 -25 and 26 years old)

» Parents’ education: Although the data shows an inter-generational
improvement in educational attainment, especially for less-educated individuals,
there is still a high correlation between the level of education of the parents and
that of their children. (Heckman et al 2006)

» Socioeconomic background of the household: On average, individuals
who reported having a low socioeconomic level when they were 5 years old
stopped studying at the age of 19 years old, while those reporting high
socioeconomic conditions stopped at 22 years old. (Heckman et al 2006;
Behrman and Knowles 1999)

» School characteristics: Graduates from private schools, science-humanistic
modality, double shift, higher quality (as perceived by students) and those who
report more effort to pass courses are more likely to continue studying.



What determines educational trajectories?
Table 8. PSU Scores and Probability of Continuing studying by high school

characteristics

Males Females Total Males Females Total
Type of school
Municipal 519 481 500 47.5 37.6 42.5
Private w/subsidy 543 523 534 65.7 52.6 59.3
Private w/o subsidy 631 586 610 90.7 86.6 88.7
Corporative 539 514 527 44.1 53.0 47.7
Type of class
Sciences-Humanistic 565 528 546 63.6 57.8 60.6
Technic-Professional 506 470 491 49.2 28.9 39.5
Shift
Double-Shift 564 540 552 62.8 57.4 60.3
Single Shift 538 502 521 56.0 42.9 49.3
Effort of student topasscourses
A lot 592 523 552 54.3 46.6 49.7
Normal 531 509 521 57.9 47.7 52.9
Little 555 519 541 61.8 48.3 56.1
QualityIndex
0-1 528 479 506 46.2 42.9 44.6
2 533 511 522 62.5 44.9 53.8
3-4 585 540 562 65.0 54.6 59.5

ContinuedStudying(%)PSU



What determines educational trajectories?
Logit model - Men

Dependet Variable: Continue
Studiesafter High School (i) (ii) (iii) (i) (ii) (iii)
Quality index 0.188 *** 0.186 ** 0.151 * 0.045 *** 0.042 ** 0.034 *

Repeated at least once -1.112 *** -1.161 *** -1.104 *** -0.261 *** -0.257 *** -0.241 ***

HHSocio-EconomicClassat age 5
Middle 0.590 *** 0.088 0.051 0.141 *** 0.020 0.011

High 1.427 *** 0.196 0.072 0.287 *** 0.043 0.016

Age -0.014 0.022 0.033 -0.003 0.005 0.007

Type of school (base: municipal)
Private w/subsidy 0.693 *** 0.148 ***

Privaty w/o subsidy 1.075 *** 0.199 ***

Education Level of Parents
Father'shighest level 0.327 *** 0.321 *** 0.074 *** 0.072 ***

Mother'shighest level 0.366 *** 0.355 *** 0.083 *** 0.079 ***

Regional dummies yes yes yes yes yes yes
Obs: 1673 1535 1529 1673 1535 1529

(0.0309)

(0.0174)

EstimatedCoefficientsof Logit Regression EstimatedMarginal Effects
Males

(0.0447)

(0.0311)

(0.0091)

(0.0559)

(0.0358)

(0.0469) (0.1524)

(0.0537) (0.3109)

(0.0103)

(0.0118)

(0.0104)

(0.0121)

(0.0175)

(0.0307)

(0.0361)

(0.0541)

(0.0091)

(0.2555)

(0.0403) (0.0406)

(0.0467)

(0.0534)

(0.0158)

(0.0272)

(0.0322)

(0.0309)

(0.0082)

(0.1356)

(0.1992)

(0.0342)

(0.0772) (0.0776)

(0.1455) (0.1471)

(0.1597) (0.1607)

(0.251)

(0.0658)

(0.1216)



What determines educational trajectories?
Logit model - Women

Dependet Variable: Continue
Studiesafter High School (i) (ii) (iii) (i) (ii) (iii)
Quality index 0.101 * 0.090 0.067 0.025 * 0.023 0.017

Repeated at least once -1.147 *** -1.081 *** -1.048 *** -0.276 *** -0.263 *** -0.256 ***

HHSocio-EconomicClassat age 5
Middle 0.840 *** 0.328 ** 0.289 ** 0.206 *** 0.082 ** 0.072 **

High 1.772 *** 0.755 *** 0.652 *** 0.399 *** 0.184 *** 0.159 ***

Age -0.053 * -0.034 -0.035 -0.013 * -0.009 -0.009

Type of school (base: municipal)
Private w/subsidy 0.316 ** 0.078 **

Privaty w/o subsidy 0.937 *** 0.223 ***

Education Level of Parents
Father'shighest level 0.245 *** 0.230 *** 0.061 *** 0.057 ***

Mother'shighest level 0.312 *** 0.293 *** 0.078 *** 0.073 ***

Maternity (until age 18) -1.398 *** -1.910 *** -1.161 *** -0.307 *** -0.28 *** -0.272 ***

Regional dummies yes yes yes yes yes yes
Obs: 2235 2063 2054 2235 2063 2054

(0.1618) (0.1846) (0.1839) (0.0285) (0.0368) (0.0376)

Females
EstimatedCoefficientsof Logit Regression EstimatedMarginal Effects

(0.0541) (0.0629) (0.0640) (0.0134) (0.0157) (0.0639)

(0.1058) (0.1180) (0.1187) (0.0239) (0.0273) (0.0276)

(0.1150) (0.1307) (0.1307) (0.0273) (0.0324) (0.0325)

(0.1658) (0.1916) (0.1959) (0.0294) (0.0444) (0.0460)

(0.0289) (0.0332) (0.0334) (0.0071) (0.0083) (0.0083)

(0.0371) (0.0378) (0.0093) (0.0094)

(0.1298) (0.0322)

(0.0398) (0.0404) (0.0099) (0.0101)

(0.2297) (0.0491)



What determines educational trajectories?
Logit model

» School quality plays a role in the decision to continue studying after high-
school, especially among men.

» Repeating at least one course has a large impact (reducing the probability of
continuing education

» Socioeconomic level during childhood matters, although its effect cannot be
isolated from the effect of parents’ education.

» Graduates from private schools are more likely to continue studying, even
after controlling for parents’ education and household income. The effect seems
to be mainly due to quality.

» For women, teenage maternity is one of the most important deterrents to
study after high-school



Presentation Structure

» Sample description and comparison with CASEN 2006

» Question 1 - Educational outcomes: What factors contribute to the decision to
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before the first job have long lasting costs?

» Question 3 – Employment dynamics: What factors determine stable job
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School-to-work transition
The importance of a good insertion in the labor market

» There is evidence that a bad labor market insertion may carry negative
consequences for the future. Several studies show that unemployment at an early
age has a negative impact on future income streams. (Gregg and Tominey, 2004;
Jacobson et al., 1993; Mroz and Savage, 2001 among others)

» Scarring effect: Long unemployment spells can put a “scar” or stigma on the
worker that damages his/her future employment prospects and/or lowers his/her
subsequent earnings. (Spence 1973)

» The level and quality of education might affect the probability of being
unemployed before the first job and the length of that unemployment spell



School-to-work transition
Unemployment spells before the first job and education

25-26 27-28 29-30 25-30
Highschool incompor less
Males 5.279 5.178 4.822 5.074
Females 7.845 7.171 7.069 7.328
Total 6.526 6.167 5.894 6.170
Highschool comp
Males 4.887 4.239 3.948 4.361
Females 6.965 6.727 5.806 6.515
Total 6.007 5.477 4.936 5.487
Technical comp/ incomp
Males 3.521 3.291 4.257 3.714
Females 6.002 6.573 5.587 6.029
Total 4.548 4.788 4.853 4.730
Univesrityincomp
Males 3.745 3.388 5.371 4.076
Females 3.651 5.846 3.667 4.171
Total 3.700 4.148 4.879 4.113
Univesitycompor more
Males 2.115 2.583 3.750 2.911
Females 3.322 3.783 3.135 3.432
Total 2.752 3.168 3.471 3.165



School-to-work transition
Unemployment spells before the first job and education

» The age at which individuals in our sample started working is 20.7 for men and
21.1 for women.

» Less educated workers experienced longer unemployment spells before their first
job than more educated individuals (6.2 months vs. 3.2 months).

» In addition, less educated individuals increased their unemployment spells
through time/age, while more educated individuals decreased it.

» Women experience longer unemployment spells than men.



School-to-work transition
Is there evidence of “scarring”?

» There are no high actual wage – long search time observations

Actual wage and search time for first job.
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School-to-work transition
Regression model

» Controlling for other factors (education, gender, marital status, cohort,
socioeconomic level, children and region), one additional month of unemployment
before the first job reduces the actual wage in 0.57% for men and 0.65% on

average.

» Although these results do not contradict the scarring theory, they might be driven
by a self selection process (less able/productive individuals earn less and took
longer to find a job)

( ) . 1 'i i iLn w U X u   Dependet Variable:LN(actual wage)

First Unemployment Period -0.0057 ** -0.0030 -0.0065 ***

(in months)

Obs 977 922 1899

(0.0023) (0.0019) (0.0016)

Females PooledMales

( ) . 1 'i i iLn w U X u   
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Labor Market Dynamics for youth
What determines stable trajectories?

» The retrospective questions of the survey allow us to reconstruct the whole
labor history of the interviewees, from their first job, and has some information
about those jobs (duration, activity, position, etc).

» To analyze the duration of employment and unemployment, we construct a
pooled database with each job being one observation.

» On average, individuals in our sample had 2.3 jobs, with a higher mean for
men (2.6) than women (1.9). The average duration of the jobs is approximately
19 months. Unemployment spells lasted on average 3.9 months.

» Labor market dynamics changes with the level of education of the interviewee.
More educated individuals had less jobs (men), less experience, shorter
unemployment periods, and they stay less time in the same job.



Labor Market Dynamics for youth
Labor market trajectories and education

Highschool
incompor

less
Highschool

comp

Technical
comp/
incomp

Univesrity
incomp

Univesrity
compor

more
Number of Jobs
Males 2.996 2.997 2.851 1.773 2.160
Females 1.631 1.984 2.291 1.534 1.984
Total 2.251 2.435 2.597 1.679 2.075
Experience (inyears)
Males 8.590 7.612 6.443 5.585 4.453
Females 7.398 6.984 6.472 5.367 3.905
Total 7.994 7.280 6.456 5.500 4.187
Durationof UnemploymentsSpells(inmonths)*
Males 3.671 3.496 2.716 2.787 1.812
Females 5.490 4.879 4.425 3.264 2.586
Total 4.412 4.139 3.412 2.960 2.162
Durationof concludedJobs(inmonths)*
Males 21.626 20.364 18.780 17.066 16.929
Females 18.862 19.948 17.976 17.068 16.083
Total 20.491 20.169 18.452 17.067 16.545

Durationof Jobs(inmonths)*+

Males 24.108 24.844 20.590 18.830 19.012
Females 20.363 22.310 19.878 19.120 18.458
Total 22.616 23.699 20.305 18.935 18.756



Labor Market Dynamics for youth
Job shopping?

» More educated workers experience higher proportion of job-to-job transitions
(as opposed to job-to-unemployment transitions).

Total Males Females
Total 43.5 43.3 43.6
Highschool incompor less 39.0 38.7 39.4
Highschool comp 38.0 37.0 40.0
Technical comp/ incomp 44.6 45.7 43.1
Univesrity incomp 52.4 51.7 53.6
Univesritycompor more 55.9 57.8 53.7

Job-to-Job Transitions (%)

Is this evidence of job shopping? (Neumark 1998)



Labor Market Dynamics for youth
Job shopping?

Number of Jobs and Actual Wages
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» The plots show no large number of jobs – high actual wage. Regression
analysis also shows no statistically significant correlation between turnover and
wages.
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The role of skills

» Increasing evidence shows that cognitive and non-cognitive skills matter for
educational and economic outcomes, such as earnings, employment and
college attendance (Heckman, 2008; Carneiro and Heckman, 2003)

» There are few – almost no – studies that analyze the role of skills in the
school-to-work transition despite its importance on later labor market
trajectories.

» For Latin America, there has been no attempt so far to measure skills
(especially non-cognitive) in the context of a socioeconomic survey

» The EDYPS includes questions to measure cognitive (intellectual ability and
meta-cognitive strategies) and non-cognitive skills (social skills and auto-
efficacy)



The role of skills

» Skills are correlated with education. However, the effect might go in both
directions.

» In general, abilities increase with the education level. The correlation seems
to be larger for intellectual abilities.

Highschool
incompor

less
Highschool

comp

Technical
comp/
incomp

Univesrity
incomp

Univesrity
compor

more
Social Ability(scores10-40)
Males 29.954 32.797 33.105 33.573 33.178
Females 29.431 32.347 33.522 33.594 33.670
Total 29.669 32.547 33.294 33.581 33.415
Auto-Efficacy(scores10-40)
Males 29.962 31.699 32.083 31.294 32.365
Females 27.951 30.423 31.782 31.592 32.374
Total 28.866 30.993 31.947 31.411 32.369
Meta-Cognitive Abilities(scores10-40)
Males 29.359 33.255 33.586 34.163 34.412
Females 28.903 32.595 35.034 34.949 35.204
Total 29.111 32.891 34.241 34.472 34.794
Intellectual Abilities(scores0-8)
Males 2.180 2.486 3.235 4.172 4.455
Females 1.985 2.526 3.032 4.119 4.141
Total 2.073 2.508 3.143 4.151 4.303



The Role of Skills
Non-Cognitive Skills

» Skills distribution show less observations in left tails as education
level advances…
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The Role of Skills
Cognitive Skills

» …especially for intellectual abilities.
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The Role of Skills
Regression Analysis – Earnings equation

Dependet Variable: LN(actual wage) (i) (ii) (iii) (i) (ii) (iii)
Z_intellectual ability 0.0482 ** -0.005 -0.011 0.061 *** -0.003 -0.020

Z_meta-cognitive abilities 0.04955 ** 0.018 0.017 0.066 ** 0.021 0.011

Z_auto-efficacy 0.08641 *** 0.077 *** 0.070 *** 0.104 *** 0.101 *** 0.099 ***

Z_social ability 0.06296 *** 0.051 ** 0.047 ** 0.044 * 0.025 0.027

Education Level
High school complete 0.160 *** 0.147 *** 0.149 ** 0.124 **

Technical degree incomplete 0.073 0.054 0.225 *** 0.195 **

(0.0769)

University incomp/ technical comp 0.208 *** 0.170 *** 0.339 *** 0.276 ***

(0.0672)

University completeor more 0.597 *** 0.550 *** 0.827 *** 0.738 ***

Socio-EconomicClass
High 0.168 *** 0.261 ***

Middle 0.106 *** 0.177 ***

Middle-Low 0.038 *** 0.110 **

Regional/Demographicdummies yes yes yes yes yes yes
Obs: 1244 1219 1210 1179 1163 1149

(0.0177)

(0.0200)

(0.0270)

(0.0197)

(0.0440)

(0.0617)

(0.0731) (0.0677)

(0.0570)(0.0558)

(0.0615)

(0.0956)

(0.0448) (0.0577)

(0.0209) (0.0200) (0.0222) (0.0209)

(0.0202) (0.0201) (0.0258) (0.0262)

(0.0299) (0.0275) (0.0319) (0.0302)

Males Females

(0.0186) (0.0181) (0.0204) (0.0203)

(0.0754)

(0.0239)

(0.0303)

(0.0205)

(0.0556)

(0.0764)

(0.0664)

(0.0690)

(0.0213)

(0.0807)

(0.0463) (0.0506)

(0.0399) (0.0466)



The Role of Skills
Regression Analysis – Earnings equation

» When no education controls are included, all measures of skills show
statistically significant coefficients, for men and women. The effect of non-
cognitive skills are of greater magnitude.

» When education controls are included the coefficients of the skills variables
decrease and even become non significant. Non-cognitive skills (especially self-
efficacy) tend to remain important.

» Education seems to be more correlated with cognitive skills (especially
intellectual abilities), what makes it difficult to disentangle these effects.

» Similar results are found when including parents’ education or socioeconomic
background of the household.



Conclusions

» The quality of high school education matters in the educational choices of
young individuals. The importance of the dependency of the school is mainly
related with differences in quality.

» Less educated youth are more vulnerable to bad labor market insertion (with
negative future consequences) and are less likely to look for a job that
represents a good match.

» Non cognitive skills seem to play an important role in determining wages.



Policy implications

» More research is needed!

» Improving the quality of public schools, to which most of the poor students
attend, is important for their later educational choices and labor market
outcomes.

» Improving the pertinence of secondary education and promoting closer links
with the productive sector may contribute to better labor market insertion and
better employment trajectories.

» Although further analysis is needed, the education system may need to
evaluate the skills being provided to high school graduates.



IDB Next Steps

» Replicate this survey in other countries in the Region

» Confirm the role of skills and identify what skills are demanded by employers in
LAC through surveys to firms (to be implemented in five industries of Argentina,
Brazil and Chile in the next months)

» Analyze the general and technical educational supply linked to these five
sectors/countries.

» Deepen the analysis on the role of skills on labor market performance of youth and
use this evidence in the design of interventions and policy recommendations aimed at
improving high-school and tertiary/university education.

» Deepen this analysis to understand the main factors behind labor market
performance of youth.



Thank you



Employment duration analysis
Hazard non-parametric estimates

Hazard non-Parametric Estimates by gender and educational level
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Note: sex=0 represents males and sex==1 is for women. Education 1 is the lowest level (high school
incomplete or less), then follows level 2 ( high school complete), education=3 (technical collage
complete o incomplete), education=4 (university incomplete) and finally education=5 corresponds
to university complete or more.


